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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The cost of oil and gas properties is amortised at the field level based on the unit of production method. Unit of production rates are 
based on oil and gas reserves estimated to be recoverable from existing facilities based on the current terms of the Group’s production 
licenses. The Group’s oil and gas reserves estimates include only crude oil and condensate and natural gas which management believes can 
be reasonably produced within the current terms of these production licenses.  

(h) Intangible assets  

     Expenditures on acquired patents, trademarks, technical know-how and licenses are capitalised at historical cost and amortised using the 
straight-line method over their useful lives, generally less than 10 years. Intangible assets are not revalued. The carrying amount of each 
intangible asset is reviewed annually and adjusted for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An impairment loss is recognized whenever the carrying amount of an asset exceeds its recoverable amount 
and is recognized in the consolidated statements of income. The recoverable amount is measured as the higher of fair value less costs to sell 
and value in use which is the estimated net present value of future cash flows to be derived from the asset.  

(i) Financial assets  

     Financial assets are classified into the following categories: financial assets at fair value through income or loss, held-to-maturity 
investments, loans and receivables and available-for-sale financial assets. The classification depends on the purpose for which the financial 
assets were acquired. Management determines the classification of its financial assets at initial recognition. The Group has only loans and 
receivables and available-for-sale financial assets. The detailed accounting policies for loans and receivables and available-for-sale financial 
assets held by the Group are set out below.  

     (i) Loans and receivables  

     Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
They are included in current assets, except for those with maturities greater than 12 months after the balance sheet date which are classified 
as non-current assets. The Group’s loans and receivables comprise accounts receivable, notes receivable, other receivables, time deposits 
and cash and cash equivalents in the balance sheet. The recognition methods for loans and receivables are disclosed in the respective policy 
statements.  

     (ii) Available-for-sale financial assets  

     Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other 
categories; these are included in non-current assets unless management intends to dispose of the investment within 12 months of the balance 
sheet date. The Group’s available-for-sale financial assets primarily comprise equity instruments that are not quoted in an active market.  

     Regular purchases and sales of available-for-sale financial assets are recognized on settlement date, the date that the asset is delivered to 
or by the Group (the effective acquisition or sale date). Available-for-sale financial assets are initially recognized at fair value plus 
transaction costs. Available-for-sale financial assets are derecognized when the rights to receive cash flows from the investments have 
expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership in the investment. 
Available-for-sale financial assets are measured at fair value except where there are no quoted market prices in active markets and the fair 
values cannot be reliably measured using valuation techniques. Available-for-sale financial assets that do not have quoted market prices in 
active markets and whose fair value cannot be reliably measured are carried at cost. The Group assesses at each balance sheet date whether 
there is objective evidence that an available-for-sale financial asset is impaired. The amount of the impairment loss is measured as the 
difference between the carrying amount of the available-for-sale financial asset and the present value of the estimated cash flows.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

(j) Leases  

     Leases of property, plant and equipment where the Group assumes substantially all the benefits and risks of ownership are classified as 
capital leases. The Group has no significant capital leases.  

     Leases of assets under which a significant portion of the risks and benefits of ownership are effectively retained by the lessors are 
classified as operating leases. Payments made under operating leases (net of any incentives received from the lessors) are expensed on a 
straight-line basis over the lease terms. Payments made to the PRC’s land authorities to secure land use rights are treated as operating leases. 
Land use rights are generally obtained through advance lump-sum payments and the terms of use range up to 50 years.  

(k) Related parties  

     Related parties include CNPC and its subsidiaries, other state-controlled enterprises and their subsidiaries directly or indirectly controlled 
by the PRC government, corporations in which the Company is able to control, jointly control or exercise significant influence, key 
management personnel of the Company and CNPC and their close family members.  

     Transactions with related parties do not include those entered into in the ordinary course of business with terms consistently applied to all 
public and private entities and where there is no choice of supplier such as for electricity, telecommunications, postal services and local 
government retirement funds.  

(l) Inventories  

     Inventories include oil products, chemical products and materials and supplies which are stated at the lower of cost and net realisable 
value. Cost is primarily determined by the weighted average cost method. The cost of finished goods comprises raw materials, direct labour, 
other direct costs and related production overheads, but excludes debt costs. Net realisable value is the estimated selling price in the ordinary 
course of business, less the cost of completion and selling expenses.  

(m) Accounts receivable  

     Accounts receivable are recognized initially at fair value and subsequently measured at amortised cost using the effective interest 
method, less provision made for impairment of these receivables. Such provision for impairment of accounts receivable is established if 
there is objective evidence that the Group will not be able to collect amounts due according to the original terms of the receivables. The 
factors the Group considers when assessing whether an account receivable is impaired include but are not limited to significant financial 
difficulties of the customer, probability that the debtor will enter bankruptcy or financial reorganization and default or delinquency in 
payments. The amount of the provision is the difference between the asset’s carrying amount and the present value of estimated future cash 
flows, discounted at the original effective interest rate.  

(n) Cash and cash equivalents  

     Cash and cash equivalents comprise cash in hand, deposits held with banks and highly liquid investments with original maturities of three 
months or less from the time of purchase.  

(o) Accounts payable  

     Accounts payable are recognized initially at fair value and subsequently measured at amortised cost using the effective interest method.  

(p) Debts  

     Debts are recognized initially at fair value, net of transaction costs incurred. In subsequent periods, debts are stated at amortised cost 
using the effective yield method. Any difference between proceeds (net of transaction costs) and the redemption value is recognized in the 
consolidated statements of income over the period of the debts.  

     Debt costs should be recognized as an expense in the period in which they are incurred except for the portion eligible for capitalization as 
part of qualifying property, plant and equipment.  

     Debts are classified as current liabilities unless the Group has unconditional rights to defer settlements of the liabilities for at least 
12 months after the balance sheet date.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

(q) Taxation  

     The Company has obtained approval from the State Administration for Taxation to report taxable income on a consolidated basis.  

     Deferred tax is provided in full, using the liability method, for temporary differences arising between the tax bases of assets and liabilities 
and their carrying values in the financial statements. However, deferred tax is not accounted for if it arises from initial recognition of an 
asset or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable 
income or loss. Deferred tax is determined using tax rates (and tax laws) that has been enacted or substantially enacted by the balance sheet 
date and are expected to apply to the period when the related deferred tax asset is realised or deferred tax liability is settled.  

     The principal temporary differences arise from depreciation on oil and gas properties and equipment and provision for impairment of 
receivables, inventories, investments and property, plant and equipment. Deferred tax assets relating to the carry forward of unused tax 
losses are recognized to the extent that it is probable that future taxable income will be available against which the unused tax losses can be 
utilised.  

     The Group also incurs various other taxes and levies that are not income taxes. “Taxes other than income taxes”, which form part of the 
operating expenses, primarily comprise a special levy on domestic sales of crude oil (Note 7), consumption tax, resource tax, urban 
construction tax, education surcharges and business tax.  

(r) Revenue recognition  

     Sales are recognized upon delivery of products and customer acceptance or performance of services, net of sales taxes and discounts. 
Revenues are recognized only when the Group has transferred to the buyer the significant risks and rewards of ownership of the goods in the 
ordinary course of the Group’s activities, and when the amount of revenue and the costs incurred or to be incurred in respect of the 
transaction can be measured reliably and collectability of the related receivables is reasonably assured.  

     The Group markets a portion of its natural gas under take-or-pay contracts. Customers under the take-or-pay contracts are required to 
take or pay for the minimum natural gas deliveries specified in the contract clauses. Revenue recognition for natural gas sales and 
transmission tariffs under the take-or-pay contracts follows the accounting policies described in this note. Payments received from customers 
for natural gas not yet taken are recorded as deferred revenues until actual deliveries take place.  

(s) Provisions  

     Provisions are recognized when the Group has present legal or constructive obligations as a result of past events, it is probable that an 
outflow of resources will be required to settle the obligations, and reliable estimates of the amounts can be made.  

     Provision for future decommissioning and restoration is recognized in full on the installation of oil and gas properties. The amount 
recognized is the present value of the estimated future expenditure determined in accordance with local conditions and requirements. A 
corresponding addition to the related oil and gas properties of an amount equivalent to the provision is also made. This is subsequently 
depreciated as part of the costs of the oil and gas properties. Any change in the present value of the estimated expenditure other than due to 
the passage of time which is regarded as interest expense, is reflected as an adjustment to the provision and oil and gas properties.  

(t) Research and development  

     Research expenditures incurred are recognized as an expense. Costs incurred on development projects are recognized as intangible assets 
to the extent that such expenditure is expected to generate future economic benefits.  

(u) Retirement benefit plans  

     The Group contributes to various employee retirement benefit plans organized by PRC municipal and provincial governments under 
which it is required to make monthly contributions to these plans at prescribed rates for its employees in China. The relevant PRC municipal 
and provincial governments undertake to assume the retirement benefit obligations of existing and future retired employees of the Group in 
China. The Group has similar retirement benefit plans for its employees in its overseas operations. Contributions to these PRC and overseas 
plans are charged to expense as incurred.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The Group currently has no additional material obligations outstanding for the payment of retirement and other post-retirement benefits 
of employees in the PRC or overseas other than the monthly contributions described above.  

(v) Share-based compensation — Share appreciation rights  

     Compensation under the share appreciation rights is measured based on the fair value of the liability incurred and is expensed over the 
vesting period. The liability is remeasured at each balance sheet date to its fair value until settlement with all the changes in the liability 
recorded in employee compensation costs in the consolidated statements of income; the related liability is included in the salaries and 
welfare payable.  

(w) New accounting developments  

     IAS 1 (Amendment), ‘Presentation of financial statements’ requires all changes in equity arising from transactions with owners in their 
capacity as owners and related current and deferred tax impacts be presented separately from non-owner changes in equity. Recognized 
income and expenses shall be presented in a single statement (a statement of comprehensive income) or in two statements (a statement of 
income or loss and a statement of comprehensive income), separately from owner changes in equity. IAS 1 (Amendment) is effective from 
January 1, 2009 and we are currently evaluating the impact of IAS 1 (Amendment) on our financial statements.  

     IAS 23 (Amendment), ‘Borrowing costs’ requires an entity to capitalise borrowing costs directly attributable to the acquisition, 
construction or production of a qualifying asset (one that takes a substantial period of time to get ready for use or sale) as part of the cost of 
that asset. The option of immediately expensing those borrowing costs is removed. IAS 23 (Amendment) is effective from January 1, 2009 
and the adoption of IAS 23 (Amendment) is not expected to affect our financial statements as interest and other costs on borrowings to 
finance the construction of property, plant and equipment are capitalised under the Group’s current accounting policy.  

     IFRS 8, ‘Operating segments ‘ replaces IAS 14. The new standard requires a ‘management approach’, under which segment information 
is presented on the same basis as that used for internal reporting purposes. IFRS 8 is effective from January 1, 2009 and we are currently 
evaluating the impact of IFRS 8 on our financial statements.  

     IFRIC 11, ‘IFRS 2—Group and treasury share transactions’, provides guidance on whether share-based transactions involving treasury 
shares or involving group entities (for example, options over a parent’s shares) should be accounted for as equity-settled or cash-settled 
share-based payment transactions. IFRIC 11 is effective from March 1, 2007 and we are currently evaluating the impact of IFRIC 11 on our 
financial statements.  

     IFRIC 13, ‘Customer loyalty programmes’ clarifies that where goods or services are sold together with a customer loyalty incentive (for 
example, loyalty points or free products), the arrangement is a multiple-element arrangement and the consideration receivable from the 
customer is allocated between the components of the arrangement using fair values. IFRIC 13 is effective from January 1, 2009 and we are 
currently evaluating the impact of IFRIC 13 on the our financial statements.  

     IFRIC 14, ‘IAS 19 — The limit on a defined benefit asset, minimum funding requirements and their interaction’ provides guidance on 
assessing the limit in IAS 19 on the amount of the funding surplus that can be recognized as defined benefit asset. It also explains how the 
pension asset or liability may be affected by a statutory or contractual minimum funding requirement. IFRIC 14 is effective from January 1, 
2009 and we are currently evaluating the impact of IFRIC 14 on our financial statements.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

4 FINANCIAL RISK MANAGEMENT  

4.1 Financial risk factors  

     The Group’s activities expose it to a variety of financial risks, including market risk, credit risk and liquidity risk.  

(a) Market risk  

     (i) Foreign exchange rate risk  

     The Group conducts its business primarily in RMB, but maintains a portion of its assets in other currencies to meet its needs for normal 
business operations. The RMB is not a freely convertible currency and is regulated by the PRC government. Limitation in foreign exchange 
transactions imposed by the PRC government could cause future exchange rates to vary significantly from current or historical exchange rates. 
Management is not in a position to anticipate changes in the PRC foreign exchange regulations and as such is unable to reasonably anticipate 
the impacts on the Group’s results of operations or financial position arising from future changes in exchange rates. The Group did not enter 
into material hedge contracts during any of the years presented to hedge against its foreign exchange rate risk.  

     (ii) Cash flow and fair value interest rate risk  

     The Group is exposed to the risk arising from changes in interest rates. A detailed analysis of the Group’s debts, together with their 
respective interest rates and maturity dates, are included in Note 23.  

     (iii) Price risk  

     The Group is engaged in a wide range of petroleum-related activities. Prices of crude oil and petroleum products are affected by a wide 
range of global and domestic factors which are beyond the control of the Group. The fluctuations in such prices may have favourable or 
unfavourable impacts on the Group. The Group historically has not used commodity derivative instruments to hedge against potential price 
fluctuations of crude oil or petroleum products and therefore the Group is exposed to general price fluctuations of crude oil and petroleum 
products.  

(b) Credit risk  

     Credit risk arises primarily from cash and cash equivalents, accounts receivable, other receivables, notes receivable and time deposits. As 
the majority of cash at bank and time deposits are placed with state-owned banks and financial institutions, the corresponding credit risk is 
relatively low. The Group has controls in place to assess the credit quality of its customers. The carrying amounts of cash and cash equivalents, 
accounts receivable, other receivables, notes receivable and time deposits included in the consolidated balance sheets represent the Group’s 
maximum exposure to credit risk. No other financial assets carry a significant exposure to credit risk.  

     The Group has no significant concentration of credit risk.  

(c) Liquidity risk  

     The Group’s liquidity risk management involves maintaining sufficient cash and cash equivalents and availability of funding through an 
adequate amount of committed credit facilities.  

     Analysis of the Group’s financial liabilities based on the remaining period at the balance sheet date to the contractual maturity dates are 
presented in Note 23.  

4.2 Capital risk management  

     The Group’s objectives when managing capital are to safeguard its ability to continue as a going concern, so as to provide returns for equity 
holders and to reduce its cost of capital.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

4.3 Fair value estimation  

     The methods and assumptions applied in determining the fair value of each class of financial assets and financial liabilities of the Group at 
December 31, 2007 and 2006 are disclosed in the respective accounting policies.  

     The carrying amounts of the following financial assets and financial liabilities approximate their fair value as all of them are short-term in 
nature: cash and cash equivalents, time deposits with maturities over three months but within one year, accounts receivable, other receivables, 
trade payables, other payables and short-term debts. The fair values of fixed rate long-term debts are likely to be different from their respective 
carrying amounts. Analysis of the fair values and carrying amounts of long-term debts are presented in Note 23.  

5 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS  

     Estimates and judgements are regularly evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances.  

     The matters described below are considered to be the most critical in understanding the estimates and judgements that are involved in 
preparing the Group’s consolidated financial statements.  

     (a) Estimation of oil and natural gas reserves  

     Oil and natural gas reserves are key elements in the Group’s investment decision-making process. They are also an important element in 
testing for impairment. Changes in proved oil and natural gas reserves, particularly proved developed reserves, will affect unit-of-production 
depreciation, depletion and amortization recorded in the Group’s consolidated financial statements for property, plant and equipment related to 
oil and gas production activities. A reduction in proved developed reserves will increase depreciation, depletion and amortization charges 
(assuming constant production) and reduce net income. Proved reserve estimates are subject to revision, either upward or downward, based on 
new information, such as from development drilling and production activities or from changes in economic factors, including product prices, 
contract terms or development plans. In general, changes in the technical maturity of oil and natural gas reserves resulting from new 
information becoming available from development and production activities have tended to be the most significant cause of annual revisions.  

     (b) Estimation of impairment of property, plant and equipment  

     Property, plant and equipment, including oil and gas properties, are reviewed for possible impairments when events or changes in 
circumstances indicate that the carrying amount may not be recoverable. Determination as to whether and how much an asset is impaired 
involves management estimates and judgements such as future prices of crude oil, refined products and chemical products and production 
profile. However, the impairment reviews and calculations are based on assumptions that are consistent with the Group’s business plans. These 
assumptions also include those relative to the pricing regulations by the regulatory agencies in China that the pricing regulations will not 
restrict the income margins of refined products to levels that will be insufficient to recover the carrying values of the related production assets. 
Favourable changes to some assumptions may allow the Group to avoid the need to impair any assets in these years, whereas unfavourable 
changes may cause the assets to become impaired.  

     (c) Estimation of asset retirement obligations  

     Provision is recognized for the future decommissioning and restoration of oil and gas properties. The amounts of the provision recognized 
are the present values of the estimated future expenditures. The estimation of the future expenditures is based on current local conditions and 
requirements, including legal requirements, technology, price level, etc.. In addition to these factors, the present values of these estimated 
future expenditures are also impacted by the estimation of the economic lives of oil and gas properties. Changes in any of these estimates will 
impact the operating results and the financial position of the Group over the remaining economic lives of the oil and gas properties.  
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

6 EMPLOYEE COMPENSATION COSTS  

7 TAXES OTHER THAN INCOME TAXES  

     Taxes other than income taxes include RMB 28,914 and RMB 44,582 for the years ended December 31, 2006 and 2007 of special levy 
which is paid or payable on the portion of income realized from the sales of domestically-produced crude oil at prices above certain level. 
This levy was imposed by the PRC government and became effective from March 26, 2006.  

8 INTEREST EXPENSE  

     Amounts capitalized are debt costs related to funds borrowed specifically for the purpose of acquiring qualifying assets. Interest rates on 
such capitalized debts range from 5.265% to 5.832% per annum in 2006 and 5.832% to 6.966% per annum in 2007.  
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  Year Ended December 31,
  2005  2006  2007 
  RMB  RMB  RMB 
      
Wages and salaries 19,351   26,629 32,562
Social security costs (i)   10,324   12,532   18,054 
    

 
   

 
   

 
 

  29,675   39,161 50,616
    

 

   

 

   

 

 

 

(i)  Social security costs mainly represent contributions to funds for staff welfare organized by the PRC municipal and provincial 
governments and others including contribution to the retirement benefit plans. (Note 28).

             
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Interest on     

- loans 3,766   3,739 4,127
- capital leases 1   — —

Accretion expense (Note 24) 60   796 1,202
Less: amounts capitalized (1,065)   (1,315) (1,734)

   
 
  

 
  

 
 

  2,762   3,220 3,595
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

9 INCOME TAXES  

     In accordance with the relevant PRC income tax rules and regulations, the PRC income tax rate applicable to the Group is principally 
33% for the years ended December 31, 2005, 2006 and 2007. Operations of the Group in certain regions in China have qualified for certain 
tax incentives in the form of reduced income tax rate to 15% through the year 2010 or accelerated depreciation of certain property, plant and 
equipment.  

     The tax on the Group’s income before income taxes differs from the theoretical amount that would arise using the statutory tax rate in the 
PRC applicable to the Group as follows:  

     On March 16, 2007, the National People’s Congress approved the Corporate Income Tax Law of the PRC (the “new CIT Law”), which is 
effective from January 1, 2008. Under the new CIT Law, the corporate income tax rate applicable to the Group is reduced to 25% from 
January 1, 2008, replacing the previously applicable tax rate of 33%.  

     The management of the Group has reassessed its tax position in the year ended December 31, 2007 by reference to the enacted new CIT 
Law and accordingly a net decrease in deferred tax charge for the year ended December 31, 2007 of RMB 3,758 was recorded.  

10 BASIC AND DILUTED NET INCOME PER SHARE  

     Basic and diluted earnings per share for the year ended December 31, 2005 have been computed by dividing income for the year 
attributable to equity holders of the Company by the weighted average number of 176,770 million shares issued and outstanding for the 
year.  

     Basic and diluted earnings per share for the year ended December 31, 2006 have been computed by dividing income for the year 
attributable to equity holders of the Company by the number of 179,021 million shares issued and outstanding for the year.  

     Basic and diluted earnings per share for the year ended December 31, 2007 have been computed by dividing income for the year 
attributable to equity holders of the Company by the weighted average number of 179,700 million shares issued and outstanding for the 
year.  

     There are no potential dilutive ordinary shares.  
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  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Current taxes 50,221   50,972 48,332
Deferred taxes (Note 25)   3,959   (1,196)   820 
   

 
  

 
  

 
 

  54,180   49,776 49,152
   

 

  

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Income before income taxes 193,822   199,173 204,381
           

Tax calculated at a tax rate of 33%   63,961   65,727   67,446 
Prior year tax return adjustment 364   243 451
Effect of income taxes from international operations in excess of taxes at the PRC statutory 

tax rate —   1,512 644
Effect of preferential tax rate (10,744)   (14,169) (16,930)
Effect of changes in PRC corporate income tax rate —   — (3,758)
Tax effect of income not subject to tax (427)   (1,602) (3,138)
Tax effect of taxable items deductible not expensed   —   —   (2,365)
Tax effect of expenses not deductible for tax purposes 1,026   2,466 3,884
Tax effect of unused tax losses which had expired —   — 2,918
Tax effect of temporary differences in relation to certain crude oil sales which no longer 

existed at year end —   (4,401) —
           

Income taxes   54,180   49,776   49,152 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

11 DIVIDENDS ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY  

F-21

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Final dividends attributable to equity holders of the Company for 2004 (Note (i)) 25,936   — —
Interim dividends attributable to equity holders of the Company for 2005 (Note (ii))   27,731   —   — 
Final dividends attributable to equity holders of the Company for 2005 (Note (iii)) —   32,282 —
Interim dividends attributable to equity holders of the Company for 2006 (Note (iv)) —   36,307 —
Final dividends attributable to equity holders of the Company for 2006 (Note (v)) —   — 27,694
Interim dividends attributable to equity holders of the Company for 2007 (Note (vi)) —   — 36,823
           

    53,667   68,589   64,517 
   

 

  

 

  

 

 

 

(i)  Final dividends attributable to equity holders of the Company in respect of 2004 of RMB 0.147511 yuan per share amounting to a total of 
RMB 25,936 were approved by the shareholders in the Annual General Meeting on May 26, 2005 and accounted for in equity as an 
appropriation of retained earnings in the year ended December 31, 2005, and were paid on June 10, 2005.

 

(ii)  Interim dividends attributable to equity holders of the Company in respect of 2005 of RMB 0.157719 yuan per share amounting to a total 
of RMB 27,731 were accounted for in equity as an appropriation of retained earnings in the year ended December 31, 2005, and were 
paid on September 30, 2005.

 

(iii)  Final dividends attributable to equity holders of the Company in respect of 2005 of RMB 0.180325 yuan per share amounting to a total of 
RMB 32,282 were approved by the shareholders in the Annual General Meeting on May 26, 2006 and accounted for in equity as an 
appropriation of retained earnings in the year ended December 31, 2006, and were paid on June 9, 2006.

 

(iv)  Interim dividends attributable to equity holders of the Company in respect of 2006 of RMB 0.202806 yuan per share amounting to a total 
of RMB 36,307 were accounted for in equity as an appropriation of retained earnings in the year ended December 31, 2006, and were 
paid on September 26, 2006.

 

(v)  Final dividends attributable to equity holders of the Company in respect of 2006 of RMB 0.154699 yuan per share amounting to a total of 
RMB 27,694 were approved by the shareholders in the Annual General Meeting on May 16, 2007 and accounted for in equity as an 
appropriation of retained earnings in the year ended December 31, 2007, and were paid on June 1, 2007.

 

(vi)  Interim dividends attributable to equity holders of the Company in respect of 2007 of RMB 0.205690 yuan per share amounting to a total 
of RMB 36,823 were accounted for in equity as an appropriation of retained earnings in the year ended December 31, 2007, and were 
paid on September 28, 2007.

 

(vii) At the meeting on March 19, 2008, the Board of Directors proposed final dividends attributable to equity holders of the Company in 
respect of 2007 of RMB 0.156859 yuan per share amounting to a total of RMB 28,708. These consolidated financial statements do not 
reflect this dividend payable as the final dividends were proposed after the balance sheet date and will be accounted for in equity as an 
appropriation of retained earnings in the year ending December 31, 2008 when approved at the forthcoming Annual General Meeting.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

12 CASH AND CASH EQUIVALENTS  

     The weighted average effective interest rates on bank deposits were 1.95% and 2.00% for the years ended December 31, 2006 and 2007, 
respectively.  

13 NOTES RECEIVABLE  

     Notes receivable represents mainly the bills of acceptance issued by banks for sale of goods and products. All notes receivables are due 
within one year.  

14 ACCOUNTS RECEIVABLE  

     Movement in allowance for doubtful accounts receivable is as follows:  

     Amounts due from related parties are interest free and unsecured (Note 32).  

     The aging analysis of accounts receivable at December 31, 2006 and 2007 is as follows:  

F-22  

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Accounts receivable due from third parties   9,498 15,296
Accounts receivable due from related parties   2,247 6,002
Less: allowance for doubtful accounts receivable   (3,257)   (2,879)
   

 
  

 
 

    8,488 18,419
   

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Balance at beginning of the year 4,848   3,998 3,257
Write back (333)   (126) (90)
Amount written off against allowance   (517)   (615)   (288)
   

 
  

 
  

 
 

Balance at end of the year 3,998   3,257 2,879
   

 

  

 

  

 

 

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Within 1 year   8,299 18,260
Between 1 to 2 years   33   39 
Between 2 to 3 years   59 32
Over 3 years   3,354 2,967
   

 
  

 
 

    11,745 21,298
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

15 INVENTORIES  

     Movements in allowance for write down in inventories, which relate primarily to oil and chemical products, are as follows:  

     Cost of inventory (approximates cost of goods sold) recognized as expense amounted to RMB 257,957, RMB 341,456 and RMB 459,472 
for the years ended December 31, 2005, 2006 and 2007, respectively.  

     Inventories of the Group carried at net realizable value amounted to RMB 3,415 and RMB 1,981 at December 31, 2006 and 2007, 
respectively.  

16 PREPAID EXPENSES AND OTHER CURRENT ASSETS  

     Other receivables consist primarily of taxes other than income taxes refund receivables, subsidies receivables, and receivables for the sale 
of materials and scrap.  

     Except for loans to related parties (Note 32 (g)), amounts due from related parties are interest free, unsecured and with no fixed terms of 
repayment.  

F-23

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Crude oil and other raw materials   24,143 30,308
Work in progress   5,493   6,083 
Finished goods   47,263 52,791
Spare parts and consumables   41 32
   

 
  

 
 

    76,940 89,214
Less: Write down in inventories   (902) (747)
   

 
  

 
 

    76,038 88,467
   

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Balance at beginning of the year 926   770 902
(Write back)/Provision (139)   140 55
Amount written off against allowance   (17)   (8)   (210)
   

 
  

 
  

 
 

Balance at end of the year 770   902 747
   

 

  

 

  

 

 

         
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Other receivables   7,083 9,329
Amounts due from related parties   15,925 19,556
Advances to suppliers   6,087 10,720
        

    29,095   39,605 
Less: Allowance for doubtful receivables   (6,506) (4,079)
   

 
  

 
 

    22,589 35,526
Prepaid expenses   326 304
Other current assets   366   188 
   

 
  

 
 

    23,281 36,018
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     Movements in allowance for doubtful receivables are as follows:  

17 PROPERTY, PLANT AND EQUIPMENT  

F-24 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Balance at beginning of the year 7,255   6,814 6,506
Write back (122)   (190) (2,263)
Amount written off against allowance   (319)   (118)   (164)
   

 
  

 
  

 
 

Balance at end of the year 6,814   6,506 4,079
   

 

  

 

  

 

 

            
          Equipment              
Year Ended      Oil and Gas  and  Motor      Construction    
December 31, 2006  Buildings  Properties  Machinery  vehicles  Other  in Progress  Total 
  RMB  RMB  RMB  RMB  RMB  RMB  RMB 
             
Cost or valuation            
At beginning of the year   73,133   497,632 277,364 10,829 7,051   55,597 921,606
Additions   516   4,080 656 1,597 20   145,361 152,230
Transfers   7,156   85,178 33,621 — 989   (126,944) —
Disposals or write off   (723)  (11,420)  (3,756)  (297)  (102)  —   (16,298)
Currency translation differences   61   (149) (50) (17) 18   (122) (259)
     

 
  

 
      

 
   

At end of the year   80,143   575,321 307,835 12,112 7,976   73,892 1,057,279
                   

Accumulated depreciation 
and impairment            

At beginning of the year   (16,029)  (203,416) (128,932) (5,555) (3,686)  (98) (357,716)
Charge for the year   (3,643)  (31,540) (21,431) (1,107) (755)  (199) (58,675)
Disposals or write off   418   1,186 2,544 126 67   — 4,341
Currency translation differences   (19)  93   (35)  6   (7)  —   108 
     

 
  

 
      

 
   

At end of the year   (19,273)  (233,677) (147,784) (6,530) (4,381)  (297) (411,942)
                   

Net book value                             
At end of the year   60,870   341,644 160,051 5,582 3,595   73,595 645,337
     

 

  

 

      

 

   

                              
Carrying value of the property, 

plant and equipment had they 
been stated at cost less 
accumulated depreciation   57,204   338,007 145,571 5,171 3,120   73,595 622,668
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The following table indicates the changes to the Group’s exploratory well costs, which are included in construction in progress, for the years 
ended December 31, 2005, 2006 and 2007.  

F-25 

            
          Equipment              
Year Ended      Oil and Gas  and  Motor      Construction    
December 31, 2007  Buildings  Properties  Machinery  vehicles  Other  in Progress  Total 
  RMB  RMB  RMB  RMB  RMB  RMB  RMB 
             
Cost or valuation            
At beginning of the year   80,143   575,321 307,835 12,112 7,976   73,892 1,057,279
Additions   2,928   7,513 2,296 3,237 293   170,031 186,298
Transfers   8,778   96,332 25,916 — 885   (131,911) —
Consolidation of 

PetroKazakhstan Inc.   184   8,119 247 170 136   1,310 10,166
Disposals or write off   (1,585)  (17,700) (2,443) (423) (265)  — (22,416)
Currency translation differences   (52)  (878) (133) (10) (19)  (189) (1,281)
                   

At end of the year   90,396   668,707   333,718   15,086   9,006   113,133   1,230,046 
     

 
  

 
      

 
   

Accumulated depreciation 
and impairment            

At beginning of the year   (19,273)  (233,677) (147,784) (6,530) (4,381)  (297) (411,942)
Charge for the year   (5,023)  (36,400)  (19,939)  (1,213)  (775)  (5)  (63,355)
Disposals or write off   1,459   4,687 1,073 344 102   17 7,682
Currency translation differences   8   398 25 6 14   — 451
     

 
  

 
      

 
   

At end of the year   (22,829)  (264,992) (166,625) (7,393) (5,040)  (285) (467,164)
                   

Net book value            
At end of the year   67,567   403,715 167,093 7,693 3,966   112,848 762,882
     

 

  

 

      

 

   

             
Carrying value of the property, 

plant and equipment had they 
been stated at cost less 
accumulated depreciation   64,439   400,611 154,734 7,342 3,557   112,848 743,531

     

 

  

 

      

 

   

     
 Year Ended December 31,
  2005  2006  2007 
 RMB  RMB RMB
              
Beginning balance at January 1 5,751   8,296 8,998
Additions to capitalized exploratory well costs pending the determination of proved 

reserves 16,181   19,076 22,649
Reclassified to wells, facilities, and equipment based on the determination of proved 

reserves (7,089)   (8,880) (10,534)
Capitalized exploratory well costs charged to expense (6,547)   (9,494) (9,161)
   

 
    

 
 

Ending balance at December 31 8,296   8,998 11,952
   

 

    

 

 

Number of wells at year end 993   869 928
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The following table provides an aging of capitalised exploratory well costs based on the date the drilling was completed.  

     RMB 971 at December 31, 2007 for capitalized exploratory well costs over one year are principally related to wells that are under further 
evaluation of drilling results or pending completion of development planning to ascertain economic viability.  

     Buildings owned by the Group are on leased land. The net book values of the buildings owned by the Group analyzed by the following 
categories of lease terms:  

     Substantially all the buildings of the Group are located in the PRC.  

     Property, plant and equipment under capital leases at the end of year are as follows:  

     Capital leases are principally related to plant and equipment and generally contain purchase options at the end of the lease terms.  

     Depreciation expenses on property, plant and equipment are as follows:  

     The depreciation charge of the Group included RMB 3,019, RMB 2,642 and RMB 294 relating to impairment provision for property, plant 
and equipment held for use for the year ended December 31, 2005, 2006 and 2007, respectively. Of this amount, RMB 1,955, RMB 908 and 
RMB 93 for the year ended December 31, 2005, 2006 and 2007 respectively was related to the Chemicals and Marketing segment, RMB 372, 
RMB1,734 and RMB 201 for the year ended December 31, 2005, 2006 and 2007 respectively was for the Refining and Marketing segment, 
and RMB 692, RMB Nil and RMB Nil for the year ended December 31, 2005, 2006 and 2007 respectively was for the Exploration and 
Production segment.  

F-26  

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
One year or less   8,359 10,981
Over one year   639   971 
   

 
  

 
 

Balance at December 31   8,998 11,952
   

 

  

 

 

    
  At December 31,
  2006 2007
  RMB  RMB 
          
Short-term lease (less than 10 years)   363 764
Medium-term lease (10 to 50 years)   60,507 66,803
   

 
  

 
 

    60,870 67,567
   

 

  

 

 

    
  At December 31,
  2006 2007
  RMB  RMB 
          
Exploration and Production   45 45
Refining and Marketing   — 7
Accumulated depreciation   (18) (24)
        

    27   28 
   

 

  

 

 

             
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Owned assets 49,198   58,669 63,349
Assets under capital lease 13   6 6
           

    49,211   58,675   63,355 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated) 

     Repair and maintenance costs were RMB 7,880, RMB 9,233 and RMB 10,691 for the years ended December 31, 2005, 2006 and 2007, 
respectively.  

     Bank loans are secured on property, plant and equipment with a net book value of RMB 39 and RMB Nil at December 31, 2006 and 2007, 
respectively.  

     A valuation of the Group’s property, plant and equipment, excluding oil and gas reserves, was carried out during 1999 by independent 
valuers on a depreciated replacement cost basis.  

     The June 1999 revaluation resulted in RMB 80,549 in excess of the prior carrying value and a revaluation loss of RMB1,122 on certain 
property, plant and equipment.  

     As at September 30, 2003, a revaluation of the Group’s refining and chemical production equipment was undertaken by a firm of 
independent valuers, China United Assets Appraiser Co., Ltd, in the PRC on a depreciated replacement cost basis.  

     The September 2003 revaluation resulted in RMB 872 in excess of the carrying value of certain property, plant and equipment immediately 
prior to the revaluation and a revaluation loss of RMB 1,257 on certain property, plant and equipment.  

     As at March 31, 2006, a revaluation of the Group’s oil and gas properties was undertaken by independent valuers, China United Assets 
Appraiser Co., Ltd and China Enterprise Appraisals, on a depreciated replacement cost basis. The revaluation did not result in a significant 
difference from their carrying value.  

F-27 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The Group’s interests in its principal equity affiliates and jointly controlled entities, all of which are unlisted, together with its share of 
their respective assets, liabilities, revenues, and net income, were as follows:  

     Dividends received and receivable from equity affiliates and jointly controlled entities were RMB 1,730 and RMB 1,357 at December 31, 
2006 and 2007, respectively.  

     In 2007, investments in equity affiliates and jointly controlled entities of RMB 59 and RMB 833 were disposed of for a gain of RMB 10 
and RMB 320 for the year ended December 31, 2006 and 2007, respectively.  

     On December 28, 2006, the Group acquired a 67% equity interest in PetroKazakhstan Inc. from CNPC International Limited, a 
subsidiary of CNPC for a consideration of RMB 21,376. Pursuant to the shareholders’ agreement in relation to the acquisition of 
PetroKazakhstan Inc., each shareholder had a veto right relating to certain financial and operating decisions, and the Group was therefore 
considered to have joint control over PetroKazakhstan Inc. As such, in accordance with the Group’s accounting policy, the Group accounted 
for its investment in PetroKazakhstan Inc., using the equity method of accounting from December 28, 2006. The revenue and net income 
disclosed in the table above represents the Group’s share of PetroKazakhstan Inc.’s revenue and net income for the period from 
December 28, 2006 to December 31, 2006, and also from January 1, 2007 to December 11, 2007.  

     On December 12, 2007, through a supplementary agreement between the Group and the minority shareholder of PetroKazakhstan Inc., 
the Group gained control over PetroKazakhstan Inc. from that date. Therefore, as of the date it acquired control over PetroKazakhstan Inc., 
December 12, 2007, the Group accounts for its investment in PetroKazakhstan Inc. as a subsidiary in accordance with IFRS 3, ‘Business 
combinations’.  

     The net assets of PetroKazakhstan Inc. at December 12, 2007 amounted to RMB 24,549. The fair value (which approximated their 
carrying value) of assets and liabilities of PetroKazakhstan Inc. consolidated on December 12, 2007 were as follows:  

F-28

18 INVESTMENTS IN EQUITY AFFILIATES AND JOINTLY CONTROLLED ENTITIES

          
  Country of Assets  Liabilities  Revenues  Net income  Interest  Type of 
Name  Incorporation RMB  RMB  RMB  RMB  Held %  Share 
As of or for the year ended 

December 31, 2007:  
 

 
   

 
   

 
   

 
   

 
   

 
   

Dalian West Pacific 
Petrochemical Co., Ltd.  PRC  

 
4,044

  
3,097

  
10,116

  
174

 
 

 
28.44

 
ordinary

China Marine Bunker 
(PetroChina) Co., Ltd.  PRC  

 
3,128

  
2,006

  
17,030

  
137

 
 

 
50.00

 
ordinary

PetroKazakhstan Inc.  Canada   — — 12,361 4,498   67.00 ordinary
Other    34,929 10,463 38,549 2,188   20.00-50.00 ordinary
   

 
 

 

 
 

 
 

 

 
 

 
 

 

 

 
 

 

 

 

     42,101 15,566 78,056 6,997   
   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As of or for the year ended 
December 31, 2006:   

       
 
 
 

    

Dalian West Pacific 
Petrochemical Co., Ltd.  PRC  

 
3,410

  
2,608

  
10,188

  
6
 
 

 
28.44

 
ordinary

China Marine Bunker 
(PetroChina) Co., Ltd.  PRC  

 
3,388

  
2,098

  
19,003

  
139

 
 

 
50.00

 
ordinary

PetroKazakhstan Inc.  Canada   22,642   1,240   144   43   67.00  ordinary
Other    26,995 17,533 40,903 2,089   20.00-70.00 ordinary
   

 
 

 

    
 

     

 

   

 

 

     56,435 23,479 70,238 2,277   
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     Available-for-sale financial assets comprise principally unlisted equity securities.  

     Dividend income from available-for-sale financial assets was RMB 109, RMB 208 and RMB 111 for the years ended December 31, 
2005, 2006 and 2007, respectively.  

     In 2007, available-for-sale financial assets of RMB 1 and RMB 145 were disposed of with a gain of RMB 3 and RMB 142 for the years 
ended December 31, 2006 and 2007, respectively.  

     Movements in provision for impairment of available-for-sale financial assets are as follows:  

     Land use rights have terms up to 50 years. Advance lease payments are principally for use of land sub-leased from entities other than the 
PRC land authorities. These advance operating lease payments are amortised over the related lease terms using the straight-line method.  

F-29

 
  RMB 
 

Current assets 6,587
Non-current assets   20,456 
Current liabilities (1,732)
Non-current liabilities (762)
 

19 AVAILABLE-FOR-SALE FINANCIAL ASSETS
    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Unlisted available-for-sale financial assets   2,562 3,068
Less: Impairment provision   (508) (487)
   

 
  

 
 

    2,054 2,581
   

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Balance at beginning of year 755   677 508
(Write back)/Provision   (23)   32   — 
Amount written off against provision (55)   (201) (21)
   

 
  

 
  

 
 

Balance at end of year 677   508 487
   

 

  

 

  

 

 

20 ADVANCE OPERATING LEASE PAYMENTS
    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Land use rights   12,184 14,411
Advance lease payments   8,284   9,006 
   

 
  

 
 

    20,468 23,417
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     Amortization on intangible and other assets was RMB 888, RMB 1,250 and RMB 1,491 for the years ended December 31, 2005, 2006 
and 2007, respectively.  

     Patents principally represent expenditure incurred in acquiring processes and techniques that are generally protected by relevant 
government authorities. Technical know-how is amounts attributable to operational technology acquired in connection with purchase of 
equipment. The costs of technical know-how are included as part of the purchase price and are distinguishable.  

     Other payables consist primarily of customer deposits.  

     Amounts due to related parties are interest-free, unsecured and with no fixed terms of repayment (Note 32).  

     The aging analysis of trade payables at December 31, 2006 and 2007 is as follows:  

F-30

21 INTANGIBLE AND OTHER ASSETS
          
  At December 31,  
  2006   2007  
      Accumulated          Accumulated    
  Cost  Amortization  Net  Cost  Amortization  Net 
  RMB  RMB  RMB  RMB  RMB  RMB 
           
Patents   2,325  (1,109) 1,216 2,621   (1,343) 1,278
Technical know-how   276  (103) 173 281   (124) 157
Other   3,369   (1,041)   2,328   5,273   (1,242)   4,031 
   

 
  

 
  

 
    

 
   

Intangible assets   5,970  (2,253) 3,717 8,175   (2,709) 5,466
   

 

  

 

        

 

     

Other assets      2,910     3,022
           

 
           

       6,627     8,488
           

 

           

22 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Trade payables   22,490 40,447
Advances from customers   9,310   9,846 
Salaries and welfare payable   8,844 11,585
Accrued expenses   10 5
Dividends payable by subsidiaries to minority shareholders   60 67
Interest payable   3 65
Construction fee and equipment cost payables   28,349 30,784
One-time employee housing remedial payment payable   933 221
Other payables   14,910   10,999 
Amounts due to related parties   35,273 40,334
   

 
   

    120,182 144,353
   

 

   

    
  At December 31,
  2006 2007
  RMB  RMB 
          
Within 1 year   19,994 39,005
Between 1 to 2 years   1,966 819
Between 2 to 3 years   196 307
Over 3 years   334 316
        

    22,490   40,447 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

F-31

23 DEBTS

 (a)  Short-term debts
    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Bank loans         

- secured   23 320
- unsecured   14,812 18,363

Loans from a fellow CNPC subsidiary   320 50
Other   1 1
        

    15,156   18,734 
Current portion of long-term debts   20,607 12,200
   

 
  

 
 

    35,763 30,934
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

(b) Long-term debts  

F-32

     
    At December 31,
  Interest Rate and Final Maturity  2006  2007 
    RMB  RMB 
Renminbi — denominated debts:    
     
Bank loans for the development of oil fields and 
construction of refining plants  

 

Majority floating interest rates ranging from 6.16% 
to 6.80% per annum as of December 31, 2007, with 
maturities through 2022  

 8,390  6,720 

     
Bank loans for working capital  

 

Floating interest rates ranging from 5.67% to 6.89% 
per annum as of December 31, 2007, with 
maturities through 2012  

 6,000  6,030 

            
Loans from a fellow CNPC subsidiary for the 
development of oil fields and construction of refining 
plants   

Floating interest rates ranging from 4.46% to 5.76% 
per annum as of December 31, 2007, with 
maturities through 2032  

 16,782  19,862 

     
Working capital loans from a fellow CNPC subsidiary  

 
Fixed interest rate at 4.61% per annum as of 
December 31, 2007, with maturities through 2008  

 4,130  70 

            
Working capital loans  

 
Fixed interest rate at 6.32% per annum as of 
December 31, 2007, with no fixed repayment terms  

 5  5 

     
Corporate debenture for the development of oil fields 
and construction of refining plants   

Fixed interest rate at 4.50% per annum as of 
December 31, 2007, with maturities through 2007  

 1,365 —

     
Corporate debenture for the development of oil and gas 
properties  

 

Fixed interest rates ranging from 3.76% to 4.11% 
per annum as of December 31, 2007, with 
maturities through 2013  

 3,523  3,500 

     
US Dollar — denominated debts:    
     
Bank loans for the development of oil fields and 
construction of refining plants  

 

Fixed interest rates ranging from zero to 8.66% per 
annum as of December 31, 2007, with maturities 
through 2038  

 969  403 

     
Bank loans for the development of oil fields and 
construction of refining plants  

 

Floating interest rates ranging from 5.10% to 7.50% 
per annum as of December 31, 2007, with 
maturities through 2014  

 3,589  4,927 

     
Bank loans for working capital  

 

Floating interest rates ranging from LIBOR plus 
0.30% to LIBOR plus 2.50% per annum as of 
December 31, 2007, with maturities through 2010  

 1,326  2,630 

     
Bank loans for acquisition of overseas oil and gas 
properties  

 

Floating interest rate at LIBOR plus 0.55% per 
annum as of December 31, 2007, with maturities 
through 2009  

 1,368  821 

            
Loans from a fellow CNPC subsidiary for the 
development of oil fields and construction of refining 
plants   

Floating interest rates ranging from LIBOR minus 
0.25% to LIBOR plus 0.50% per annum as of 
December 31, 2007, with maturities through 2020  

 4,481  4,171 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

F-33  

      
    At December 31,
  Interest Rate and Final Maturity  2006  2007 
    RMB  RMB 
      
Loans from a fellow CNPC subsidiary for working 
capital  

 

Floating interest rate at LIBOR plus 0.60% per 
annum as of December 31, 2007, with maturities 
through 2008  

 1,471 

 

 329 

      
Loans for the development of oil fields and 
construction of refining plants   

Fixed interest rate at 1.55% per annum as of 
December 31, 2007, with maturities through 2022  

 462  404 

      
Loans for working capital  

 

Majority floating interest rate at LIBOR plus 0.35% 
per annum as of December 31, 2007, with 
maturities through 2008  

 650 

 

 609 

      
Corporate debenture for the development of oil fields 
and construction of refining plants   

Fixed interest rate at 3.00% per annum as of 
December 31, 2007, with maturities through 2019  

 353  335 

      
Corporate debenture for the development of oil and 
gas properties   

Fixed interest rate at 9.50% per annum as of 
December 31, 2007, with maturities through 2011  

 817  730 

            
Corporate debenture for the development of oil and 
gas properties   

Fixed interest rate at 15.00% per annum as of 
December 31, 2007, with maturities through 2008  

 179  58 

      
Japanese Yen — denominated debts:     
      
Bank loans for the development of oil fields and 
construction of refining plants  

 

Fixed interest rates ranging from 2.42% to 4.10% 
per annum as of December 31, 2007, with 
maturities through 2010  

 75  37 

      
Euro — denominated debts:     
      
Bank loans for the development of oil fields and 
construction of refining plants  

 

Fixed interest rates ranging from 2.00% to 2.30% 
per annum as of December 31, 2007, with 
maturities through 2023  

 257 

 

 247 

      
British Pound — denominated debts:     
      
Bank loans for the development of oil fields and 
construction of refining plants   

Fixed interest rate at 2.85% per annum as of 
December 31, 2007 with maturities through 2007  

 49 — 

      
   

 
 

 
 

 

 
 

 

 

 

Total long-term debts      56,241 51,888
   

 

 

 

 

 

 

 

 

 

 

      
Less: Current portion of long-term debts     (20,607) (12,200)

       

 

   

 

 

       35,634 39,688
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     For loans denominated in RMB with floating interest rates, the interest rates are re-set annually on the respective anniversary dates based on 
interest rates announced by the People’s Bank of China. For loans denominated in currencies other than RMB with floating interest rates, the 
interest rates are re-set quarterly or semi-annually as stipulated in the respective agreements. Other loans represent loans from independent third 
parties other than banks. Interest free loans amounted to RMB 68 and RMB 60 at December 31, 2006 and 2007, respectively.  

     Debts of RMB 597 and RMB 498 were guaranteed by CNPC and its subsidiaries at December 31, 2006 and 2007, and debts of RMB Nil 
and RMB 30 were guaranteed by the Company and third parities at December 31, 2006 and 2007, respectively.  

     The Group’s debts include secured liabilities (bank loans) totalling RMB 359 and RMB 3,607 at December 31, 2006 and 2007 respectively. 
These bank debts are secured over certain of the Group’s notes receivable, inventories and time deposits with maturities over one year.  

The carrying amounts and fair values of long-term debts are as follows:  

     The fair values are based on discounted cash flows using applicable discount rates based upon the prevailing market rates of interest 
available to the Group for financial instruments with substantially the same terms and characteristics at the balance sheet dates. Such discount 
rates range from 0.53% to 6.54% and range from 0.81% to 7.71% per annum as of December 31, 2006 and 2007 respectively depending on the 
type of the debts. The carrying amounts of short-term debts approximate their fair value.  

F-34

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Total debts:    

- interest free   68   60 
- at fixed rates   20,850 11,940
- at floating rates   50,479 58,622

   
 
   

    71,397 70,622
   

 

   

     
Weighted average effective interest rates:    

- bank loans   5.51% 5.54%
- loans from a fellow CNPC subsidiary   4.98%  5.17%
- other loans   3.93% 3.64%
- corporate debentures   5.04% 4.87%

    
  Carrying Amounts  
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Bank loans   22,023 21,815
Loans from a fellow CNPC subsidiary   26,864 24,432
Corporate debentures   6,237   4,623 
Other   1,117 1,018
   

 
  

 
 

    56,241 51,888
   

 

  

 

 

    
  Fair Values  
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Bank loans   21,858 21,580
Loans from a fellow CNPC subsidiary   26,861 24,428
Corporate debentures   5,852   4,104 
Other   997 883
   

 
  

 
 

    55,568 50,995
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     Maturities of long-term debts at the dates indicated below are as follows:  

24 ASSET RETIREMENT OBLIGATIONS  

     Asset retirement obligations are in relation to oil and gas properties (Note 17).  

     The Group does not have any assets that are legally restricted for purposes of setting asset retirement obligations.  

F-35  

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
First year   20,607 12,200
Second year   11,797   5,754 
Third year   6,024 14,065
Fourth year   1,504 2,325
Fifth year   2,921 3,508
Thereafter   13,388 14,036
        

    56,241   51,888 
   

 

  

 

 

             
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
At beginning of the year 919   14,187 18,481
Liabilities incurred 13,258   3,589 4,818
Consolidation of PetroKazakhstan Inc. —   — 385
Liabilities settled (1)   (105) (110)
Accretion expense (Note 8) 60   796 1,202
Currency translation differences   (49)   14   (15)
   

 
  

 
  

 
 

At end of the year 14,187   18,481 24,761
   

 

  

 

  

 

 



[E/O] BOWNE OF HONG KONG 27-MAY-2008 11:50:48.62 CRC: 5974 Validation: N BOM  H02098  235.00.00.00 0/6

/O
]

B
O

W
N

E
 O

F
 H

O
N

G
 K

O
N

G
27

-M
A

Y
-2

00
8 

11
:5

0:
48

.6
2

C
R

C
: 

59
74

V
al

id
at

io
n:

 N
B

O
M

  H
02

09
8 

 2
35

.0
0.

00
.0

0 
0/

6
                    

PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

25 DEFERRED TAXES  

     Deferred taxes are calculated on temporary differences under the liability method using a principal tax rate of 33% and 25% at 
December 31, 2006 and 2007, respectively.  

     The movements in the deferred taxes account are as follows:  

     Deferred tax balances are attributable to the following items:  

     There were no material unrecognized tax losses at December 31, 2007.  

F-36

             
  Year Ended December 31,
  2005  2006  2007
  RMB  RMB  RMB
      
At beginning of the year 16,902   20,759 19,583
Transfer to income statement (Note 9) 3,959   (1,196) 820
Charge to equity —   — 87
Consolidation of PetroKazakhstan Inc. —   — (174)
Currency translation differences (102)   20 (111)
    

 
   

 
   

 
 

At end of the year 20,759   19,583 20,205
    

 

   

 

   

 

 

    
  At December 31,
  2006  2007
  RMB  RMB
     
Deferred tax assets    

Current:    
Provisions, primarily for receivables and inventories   7,107 5,391
Tax losses of subsidiaries   2,175   95 

Non current:    
Shut down of manufacturing assets and impairment of long-term assets   4,342 3,172
Other   457 1,635

          

Total deferred tax assets   14,081   10,293 
    

 
   

 
 

Deferred tax liabilities    
Non current:    

Accelerated tax depreciation   33,398 30,435
Other   266 63

    
 
   

 
 

Total deferred tax liabilities   33,664 30,498
          

Net deferred tax liabilities   19,583   20,205 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

26 SHARE CAPITAL  

     In accordance with the Restructuring Agreement between CNPC and the Company effective as of November 5, 1999, the Company issued 
160 billion state-owned shares in exchange for the assets and liabilities transferred to the Company by CNPC. The 160 billion state-owned 
shares were the initial registered capital of the Company with a par value of RMB 1.00 yuan per share.  

     On April 7, 2000, the Company issued 17,582,418,000 shares, represented by 13,447,897,000 H shares and 41,345,210 ADSs (each 
representing 100 H shares) in a global initial public offering (“Global Offering”) and the trading of the H shares and the ADSs on the Stock 
Exchange of Hong Kong Limited and the New York Stock Exchange commenced on April 7, 2000 and April 6, 2000, respectively. The H 
shares and ADSs were issued at prices of HK$1.28 per H share and US$16.44 per ADS respectively for which the net proceeds to the 
Company were approximately RMB 20 billion. The shares issued pursuant to the Global Offering rank equally with existing shares.  

     Pursuant to the approval of the China Securities Regulatory Commission, 1,758,242,000 state-owned shares of the Company owned by 
CNPC were converted into H shares for sale in the Global Offering.  

     In September 2005, the Company issued 3,196,801,818 new H shares at HK$6.00 per share and net proceeds to the Company amounted to 
approximately RMB 19,692. CNPC also sold 319,680,182 state-owned shares it held concurrently with PetroChina’s sale of new H shares in 
September 2005.  

     On November 5, 2007, the Company issued 4,000,000,000 new A shares at RMB 16.70 yuan per share and net proceeds to the Company 
amounted to approximately RMB 66,243 and the listing and trading of the A Shares on the Shanghai Stock Exchange commenced on 
November 5, 2007.  

     Following the issuance of the A shares, all the existing state-owned shares issued before November 5, 2007 held by CNPC have been 
registered with the China Securities Depository and Clearing Corporation Limited as A shares.  

     Shareholders’ rights are governed by the Company Law of the PRC that requires an increase in registered capital to be approved by the 
shareholders in shareholders’ general meetings and the relevant PRC regulatory authorities.  

F-37

    
  At December 31,
  2006  2007
  RMB  RMB
     
Registered, issued and fully paid:    
State-owned shares   157,922   — 
A shares   — 161,922
H shares   21,099 21,099

    
 
   

 
 

    179,021 183,021
    

 

   

 

 

     
  Year Ended December 31,
Number of Shares of the Company (millions)  2005  2006  2007
  RMB  RMB  RMB
      
Beginning balance 175,824   179,021 179,021
Issuance of shares   3,197   —   4,000 
    

 
       

Ending balance 179,021   179,021 183,021
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

27 RESERVES  

F-38

      
  Year Ended December 31,
  2006  2007
  RMB  RMB
Revaluation Reserve      
Beginning balance   79,946  79,946
    

 
   

 
 

Ending balance   79,946  79,946
Capital Reserve      
Beginning balance   (8,881)  (8,881)
Issuance of A shares (Note 26)   —  66,243
          

Ending balance   (8,881)  53,362
Statutory Common Reserve Fund (Note a)      
Beginning balance   48,736  89,928
Transfer from retained earnings   13,355  12,768
Transfer from Statutory Common Welfare Fund   27,837  —
    

 
   

 
 

Ending balance   89,928  102,696
Statutory Common Welfare Fund (Note b)      
Beginning balance   27,837  —
Transfer from retained earnings   —  —
Transfer to Statutory Common Reserve Fund   (27,837)   — 
    

 
   

 
 

Ending balance   —  —
Currency translation differences      
Beginning balance   (379)  (570)
Currency translation differences   (191)   (771)
    

 
   

 
 

Ending balance   (570)  (1,341)
Other reserves      
Beginning balance   (14,703)  (16,859)
Purchase from minority interest in subsidiaries (Note 35)   (2,156)  (113)
Fair value gain of available-for-sale financial assets   —   261 
    

 
   

 
 

Ending balance   (16,859)  (16,711)
          

    143,564  217,952
    

 

   

 

 

 

(a)  Pursuant to the PRC regulations and the Company’s Articles of Association, the Company is required to transfer 10% of its net income, 
as determined under the PRC accounting regulations, to a Statutory Common Reserve Fund (“Reserve Fund”). Appropriation to the 
Reserve Fund may be ceased when the fund aggregates to 50% of the Company’s registered capital. The transfer to this reserve must be 
made before distribution of dividends to shareholders.

 

  The Reserve Fund shall only be used to make good previous years’ losses, to expand the Company’s production operations, or to increase 
the capital of the Company. Upon approval by a resolution of shareholders’ general meeting, the Company may convert its Reserve Fund 
into share capital and issue bonus shares to existing shareholders in proportion to their original shareholdings or to increase the nominal 
value of each share currently held by them, provided that the balance of the Reserve Fund after such issue is not less than 25% of the 
Company’s registered capital.

 

(b)  Pursuant to the Company Law of the PRC revised on October 27, 2005 and carried out as of January 1, 2006, the Company is no longer 
required to allocate its net income to the Statutory Common Welfare Fund from January 1, 2006. In accordance with the Circular on 
Accounting Treatment Following the
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

28 PENSIONS  

     The Group participates in various employee retirement benefit plans (Note 3(u)). Expenses incurred by the Group in connection with the 
retirement benefit plans for the year ended December 31, 2005, 2006 and 2007 amounted to RMB 3,104, RMB 4,645 and RMB 5,744, 
respectively.  

29 CONTINGENT LIABILITIES  

(a) Bank and other guarantees  

     At December 31, 2007, the Group had contingent liabilities in respect of guarantees made to China Petroleum Finance Company Limited 
(“CP Finance”, a subsidiary of CNPC) from which it is anticipated that no material liabilities will arise.  

(b) Environmental liabilities  

     CNPC and the Group have operated in China for many years. China has adopted extensive environmental laws and regulations that affect 
the operation of the oil and gas industry. The outcome of environmental liabilities under proposed or future environmental legislation cannot 
reasonably be estimated at present, and could be material. Under existing legislation, however, management believes that there are no 
probable liabilities, except for the amounts which have already been reflected in the consolidated financial statements, that may have a 
material adverse effect on the financial position of the Group.  

(c) Legal contingencies  

     The Group is the named defendant in certain insignificant lawsuits as well as the named party in other proceedings arising in the ordinary 
course of business. While the outcome of such contingencies, lawsuits or other proceedings cannot be determined at present, the 
management of the Group believes that any resulting liabilities may not have a material adverse effect on the financial position of the Group. 

F-39

 

  Implementation of Company Law issued by the Ministry of Finance of the PRC on March 15, 2006, the Company transferred the 
Statutory Common Welfare Fund balance as at December 31, 2005 to the Statutory Common Reserve Fund.

 

(c)  According to the relevant PRC regulations, the distributable reserve is the lower of the retained earnings computed under PRC accounting 
regulations and IFRS. As of December 31, 2006 and 2007, the Company’s distributable reserve amounted to RMB 205,379 and RMB 
228,016 which was computed under IFRS and under PRC accounting regulations, respectively.

 

(d)  As of December 31, 2006 and 2007, revaluation surpluses realized through the depreciation or disposal of revalued assets amounted to 
approximately RMB 57,832 and RMB 61,121, respectively.

    
  At December 31,
  2006  2007
  RMB  RMB

Guarantee of debts of equity affiliates from CP Finance   162 77
Guarantee of debts of third party from a State-controlled bank   41 —

         

    203   77 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

(d) Leasing of roads, land and buildings  

     According to the Restructuring Agreement entered into between the Company and CNPC in 2000:  

     As at December 31, 2007, CNPC had obtained formal land use right certificates in relation to 27,554 out of the above-mentioned 28,649 
parcels of land and some building ownership certificates for the above-mentioned buildings, but has completed none of the necessary 
governmental procedures for the above-mentioned service stations located on collectively-owned land. The Directors of the Company 
confirm that the use of and the conduct of relevant activities at the above-mentioned parcels of land, service stations and buildings are not 
affected by the fact that the relevant land use right certificates or individual building ownership certificates have not been obtained or the 
fact that the relevant governmental procedures have not been completed. In management’s opinion, the outcome of the above events may not 
have a material adverse effect on the financial position of the Group.  

(e) Group insurance  

     Except for limited insurance coverage for vehicles and certain assets subject to significant operating risks, the Group does not carry any 
other insurance for property, facilities or equipment with respect to its business operations. In addition, the Group does not carry any third-
party liability insurance against claims relating to personal injury, property and environmental damages or business interruption insurance 
since such insurance coverage is not customary in China. While the effect of under-insurance on future incidents cannot be reasonably 
assessed at present, management believes that any resulting liabilities may not have a material adverse effect on the financial position of the 
Group.  

F-40

 •  CNPC will use its best endeavours to obtain formal land use right certificates to replace the entitlement certificates in relation to the 
28,649 parcels of land which were leased or transferred to the Company from CNPC, within one year from August, September and 
October 1999 when the relevant entitlement certificates were issued;

 

 •  CNPC will complete, within one year from November 5, 1999, the necessary governmental procedures for the requisition of the 
collectively-owned land on which 116 service stations owned by the Company are located; and

 

 •  CNPC will obtain individual building ownership certificates in the name of the Company for all of the 57,482 buildings transferred 
to the Company by CNPC, before November 5, 2000.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

30 COMMITMENTS  

(a) Operating lease commitments  

     Operating lease commitments of the Group are mainly for leasing of land and buildings and equipment. Leases range from one to 
50 years and usually do not contain renewal options. Future minimum lease payments as of December 31, 2007 and 2006 under non-
cancellable operating leases are as follows:  

     Operating lease expenses for land and buildings and equipment were RMB 4,850, RMB 5,378 and RMB 7,439 for the years ended 
December 31, 2005, 2006 and 2007, respectively.  

(b) Capital commitments  

(c) Exploration and production licenses  

     The Company is obligated to make annual payments with respect to its exploration and production licenses to the Ministry of Land and 
Resources. Payments incurred were approximately RMB 534, RMB 662 and RMB 660 for the year ended December 31, 2005, 2006 and 
2007, respectively.  

     Estimated annual payments for the next five years are as follows:  

F-41  

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
First year   3,099 3,394
Second year   2,749 3,077
Third year   2,714 2,927
Fourth year   3,040 3,322
Fifth year   3,102   2,650 
Thereafter   80,076 79,025
   

 
  

 
 

    94,780 94,395
   

 

  

 

 

    
  At December 31,
  2006 2007
  RMB  RMB 
          
Contracted but not provided for    

Oil and gas properties   273 26
Equipment and Machinery   8,658 11,345
Other   262 250

        

    9,193 11,621
   

 

  

 

 

 
  RMB 
  
2008 906
2009   906 
2010 906
2011 906
2012 906
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

31 MAJOR CUSTOMERS  

     The Group’s major customers are as follows:  

32 RELATED PARTY TRANSACTIONS  

     CNPC, the immediate parent of the Company, is a state-controlled enterprise directly controlled by the PRC government. The PRC 
government is the Company’s ultimate controlling party. State-controlled enterprises and their subsidiaries, in addition to CNPC Group 
companies, directly or indirectly controlled by the PRC government are also related parties of the Group. Neither CNPC nor the PRC 
government publishes financial statements available for public use.  

     The Group has extensive transactions with other companies of the CNPC Group. Because of the relationship, it is possible that the terms 
of the transactions between the Group and other members of the CNPC Group are not the same as those that would result from transactions 
with other related parties or wholly unrelated parties.  

     The Company and CNPC entered into a Comprehensive Products and Services Agreement on March 10, 2000 for a range of products and 
services which may be required and requested by either party; a Land Use Rights Leasing Contract under which CNPC leases 42,476 parcels 
of land located throughout the PRC to the Company; and a Buildings Leasing Contract under which CNPC leases 191 buildings located 
throughout the PRC to the Company.  

     The terms of the current Comprehensive Products and Services Agreement were amended in 2005 and the agreement is effective through 
December 31, 2008. The products and services to be provided by the CNPC Group to the Company under the Comprehensive Products and 
Services Agreement include construction and technical services, production services, supply of material services, social services, ancillary 
services and financial services. The products and services are provided in accordance with (1) state-prescribed prices; or (2) where there is 
no state-prescribed price, relevant market prices; or (3) where neither (1) nor (2) is applicable, actual cost incurred; or the agreed contractual 
price, being the actual cost plus a margin of not more than 15% for certain construction and technical services, and 3% for all other types of 
services.  

     The Land Use Rights Leasing Contract provides for the lease of an aggregate area of approximately 1,145 million square meters of land 
located throughout the PRC to business units of the Group for a term of 50 years at an annual fee of RMB 2,000. The total fee payable for 
the lease of all such property may, after every 10 years, be adjusted by agreement between the Company and CNPC.  

     Under the Buildings Leasing Contract, 191 buildings covering an aggregate area of 269,770 square meters located throughout the PRC 
are leased at an aggregate annual fee of RMB 39 for a term of 20 years. The Company also entered into a Supplemental Buildings Leasing 
Agreement with CNPC in September 2002 to lease an additional 404 buildings covering approximately 442,730 square meters at an annual 
rental of RMB 157. The Supplemental Buildings Leasing Agreement will expire at the same time as the Buildings Leasing Agreement.  

F-42

          
  Year Ended December 31,  
  2005   2006   2007  
      % to Total      % to Total      % to Total 
  Revenue  Revenue  Revenue  Revenue  Revenue  Revenue 
  RMB  %  RMB  %  RMB  % 
           
China Petroleum & Chemical          
Corporation   35,848   6   44,028   6   50,292   6 
CNPC   19,823  4 27,714 4   31,325 4
   

 
      

 
  

 
  

 
 

    55,671  10 71,742 10   81,617 10
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     In addition to the related party information shown elsewhere in the consolidated financial statements, the following is a summary of 
significant related party transactions entered into in the ordinary course of business between the Group and its related parties during the 
years and balances arising from related party transactions at the end of the years indicated below:  

     (a) Bank deposits  

     (i) CP Finance is a subsidiary of CNPC and a non-bank financial institution established with the approval from the People’s Bank of 
China. The deposits yield interest at prevailing saving deposit rates.  

     (b) Sales of goods and services  

     Sales of goods to related parties are conducted at market prices.  

F-43

             
  Note  At December 31,  
      2006  2007 
      RMB  RMB 
    
Bank deposits   
CP Finance (i)  8,937 8,393
State-controlled banks and other financial institutions  37,744 66,611
            

        46,681   75,004 
       

 

  

 

 

     
 Note Year Ended December 31,
 2005  2006 2007
      RMB  RMB  RMB 
                  
Interest income from bank deposits     
CP Finance (i) 33   81 159
State-controlled banks and other financial institutions 1,582   1,804 1,024
               

        1,615   1,885   1,183 
       

 

  

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Sales of goods     
Equity affiliates and jointly controlled entities     

- Crude Oil 883   5,023 2,374
- Refined Products 9,766   19,779 18,628
- Chemical Products   308   90   753 

CNPC and its subsidiaries     
- Crude Oil 155   1,546 1,766
- Refined Products 12,364   16,847 16,806
- Chemical Products 4,805   5,691 7,161
- Natural Gas 820   1,346 1,835
- Other 650   277 339

Other state-controlled enterprises             
- Crude Oil 37,168   39,632 47,597
- Refined Products 86,505   68,370 58,903
- Chemical Products 18,275   8,979 10,849
- Natural Gas 8,127   7,713 9,882

           

  179,826   175,293 176,893
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     Sales of services principally represent the provision of the services in connection with the transportation of crude oil and natural gas at 
market prices.  

     (c) Purchases of goods and services  

F-44

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Sales of services     
CNPC and its subsidiaries 1,029   2,007 3,418
Other state-controlled enterprises   3,592   7,761   8,497 
   

 
  

 
  

 
 

  4,621   9,768 11,915
   

 

  

 

  

 

 

     
      Year Ended December 31,  
  Notes   2005  2006  2007 
      RMB  RMB  RMB 
      
Purchases of goods   (i)             
Equity affiliates and jointly controlled entities 4,220   9,868 29,239
Other state-controlled enterprises 59,719   50,995 58,726
Purchases of services     
Equity affiliates and jointly controlled entities 43   126 136
CNPC and its subsidiaries     
- Fees paid for construction and technical services (ii)     

- exploration and development services  (iii)   39,653   50,485   60,194 
- other construction and technical services (iv) 25,010   32,256 37,063

- Fees for production services (v) 23,344   32,730 38,395
- Social services charges (vi) 2,153   2,301 2,229
- Ancillary services charges (vii) 2,345   2,458 2,635
- Commission expense and other charges (viii) 1,612   1,241 1,178
Other state-controlled enterprises (ix) 6,390   7,703 3,546
         

 
   

  164,489   190,163 233,341
         

 

   

 

(i)  Purchases of goods principally represent the purchases of raw materials, spare parts and low cost consumables at market prices.
 

(ii)  Under the Comprehensive Products and Services Agreement entered into between CNPC and the Company, certain construction and 
technical services provided by CNPC are charged at cost plus an additional margin of not more than 15%, including exploration and 
development services and oilfield construction services.

 

(iii)  Direct costs for exploration and development services comprise geophysical survey, drilling, well cementing, logging and well testing.
 

(iv)  The fees paid for other construction and technical services comprise fees for construction of refineries and chemical plants and technical 
services in connection with oil and gas exploration and production activities such as oilfield construction, technology research, 
engineering and design, etc..

 

(v)  The fees paid for production services comprise fees for the repair of machinery, supply of water, electricity and gas at the state-prescribed 
prices, provision of services such as communications, transportation, fire fighting, asset leasing, environmental protection and sanitation, 
maintenance of roads, manufacture of replacement parts and machinery at cost or market prices.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

(d) Purchases of assets  

     Purchases of assets principally represent the purchases of manufacturing equipment, office equipment, and transportation equipment, etc., 
at market prices.  

(e) Year-end balances arising from sales/purchases of goods/services/assets  

F-45

(vi)  These represent expenditures for social welfare and support services which are charged at cost.
 

(vii)  Ancillary service charges represent mainly fees for property management, the provision of training centers, guesthouses, canteens, 
public shower rooms, etc., at market prices.

 

(viii) CNPC purchases materials on behalf of the Company and charges commission thereon. The commission is calculated at rates ranging 
from 1% to 5% of the goods purchased.

 

(ix)  Purchases of services from other state-controlled enterprises principally represent the purchases of the construction and technical 
services at market prices.

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Purchases of assets     
Equity affiliates and jointly controlled entities   11   2   — 
CNPC and its subsidiaries 5,870   1,795 2,395
Other state-controlled enterprises 6,813   6,617 5,840
   

 
  

 
  

 
 

  12,694   8,414 8,235
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

F-46  

    
  At December 31,  
  2006  2007 
  RMB  RMB 
     
Accounts receivable from related parties at the end of the year    
Equity affiliates and jointly controlled entities   82 296
Fellow subsidiaries (CNPC Group)   599   3,796 
Other state-controlled enterprises   1,566 1,910
   

 
  

 
 

    2,247 6,002
     
Less: Allowance for doubtful accounts receivable    

Equity affiliates and jointly controlled entities   (5)   — 
Fellow subsidiaries (CNPC Group)   (232) (189)
Other state-controlled enterprises   (861) (708)

   
 
  

 
 

    (1,098) (897)
   

 
  

 
 

    1,149 5,105
   

 

  

 

 

Prepayments and other receivables from related parties at the end of the year    
Equity affiliates and jointly controlled entities   4,307 2,412
Parent (CNPC)   196 —
Fellow subsidiaries (CNPC Group)   7,220 10,335
Other state-controlled enterprises   4,202 6,809
        

    15,925 19,556
     
Less: Allowance for doubtful receivables    

Equity affiliates and jointly controlled entities   (212) (39)
Fellow subsidiaries (CNPC Group)   (4) (22)
Other state-controlled enterprises   (299)   (79)

   
 
  

 
 

    (515) (140)
        

    15,410   19,416 
   

 

  

 

 

Accounts payable and accrued liabilities to related parties at the end of the year    
Equity affiliates and jointly controlled entities   1,444   117 
Parent (CNPC)   2,321 922
Fellow subsidiaries (CNPC Group)   26,046 32,154
Other state-controlled enterprises   5,462 7,141
        

    35,273   40,334 
   

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
Net changes in allowance for doubtful accounts receivable from related parties charged to 

the consolidated statements of income             
Equity affiliates and jointly controlled entities —   5 (5)
Fellow subsidiaries (CNPC Group) 24   (11) (32)
Other state-controlled enterprises (62)   (52) —
           

    (38)   (58)   (37)
   

 

  

 

  

 

 

Net changes in allowance for doubtful receivables from related parties charged to the 
consolidated statements of income     

Equity affiliates and jointly controlled entities   (55)   (20)   (173)
Fellow subsidiaries (CNPC Group) 55   (32) 18
Other state-controlled enterprises (35)   12 (218)
   

 
  

 
  

 
 

  (35)   (40) (373)
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     (f) Leases  

     (g) Loans  

     Loans to equity affiliates are included in prepaid expenses and other current assets (see Note 16).  

F-47  

     
      Year Ended December 31,  
   Notes   2005  2006  2007 
      RMB  RMB  RMB 
Advance operating lease payments paid to related parties: (i)     
Parent (CNPC) 232   — —
Other state-controlled enterprises       33   49   88 
       

 
  

 
  

 
 

  265   49 88
       

 

  

 

  

 

 

Other operating lease payments paid to related parties: (ii)     
Parent (CNPC) 2,192   2,276 2,292
Other state-controlled enterprises 5   16 21
               

  2,197   2,292 2,313
       

 

  

 

  

 

 

 

(i)  Advance operating lease payments principally represent the advance payment paid for the long-term operating lease of land and gas 
stations at prices prescribed by local governments or market prices.

 

(ii)  Other operating lease payments to CNPC principally represent the rental paid for the operating lease of land and buildings at the prices 
prescribed in the Land Use Rights Leasing Contract, the Buildings Leasing Contract and Supplemental Buildings Leasing Agreement 
with CNPC.

    
  At December 31,  
  2006  2007 
  RMB  RMB 
Operating lease payable to related parties    

Parent (CNPC)   — 16
Other state-controlled enterprises   7 —

        

    7 16
   

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
Loans to related parties  RMB  RMB  RMB 
      
Loans to equity affiliates:     
Beginning of the year 569   1,640 1,800
Loans advanced during year 1,392   1,034 366
Loans repayments received (321)   (884) (322)
Interest charged   29   154   129 
Interest received (29)   (144) (120)
   

 
  

 
  

 
 

End of the year 1,640   1,800 1,853
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The loans to related parties are mainly with interest rates ranging from 9.07% to 9.36% and 5.20% to 8.60% per annum as of December 31, 
2006 and 2007, respectively.  

     The secured loans from related parties amounted to RMB 23 and RMB Nil at December 31, 2006 and 2007, respectively.  

     The guaranteed loans amounted to RMB 597 and RMB 528 at December 31, 2006 and 2007, respectively. Debts of RMB 498 are from non-
related parties, long-term and guaranteed by CNPC and debts of RMB 30 are from non-related parties, short-term and guaranteed by the 
Company and third parities.  

     Information on loans from related parties are included in Note 23.  

F-48  

     
      Year Ended December 31,  
   Notes   2005  2006  2007 
Loans from related parties      RMB  RMB  RMB 
      
Loans from CP Finance:   (i)             

Beginning of the year 29,932   27,319 27,184
Loan received during year 10,187   7,408 7,238
Loan repayments paid (12,706)   (7,350) (9,575)
Interest charged 1,297   1,327 1,377
Interest paid (1,294)   (1,305) (1,388)
Currency translation differences (97)   (215) (343)

       
 
  

 
  

 
 

End of the year 27,319   27,184 24,493
       

 

  

 

  

 

 

      
Loans from state-controlled banks and other financial institutions: (ii)     

Beginning of the year 36,562   31,178 32,810
Loan received during year 24,715   28,457 38,320
Loan repayments paid (29,976)   (26,576) (36,335)
Interest charged 1,670   1,598 1,869
Interest paid       (1,664)   (1,626)   (1,875)
Currency translation differences (129)   (221) (526)

       
 
  

 
  

 
 

End of the year 31,178   32,810 34,263
       

 

  

 

  

 

 

      
Loans from other related parties: (iii)     

Beginning of the year 16   62 5
Loan received during year 51   — —
Loan repayments paid       (5)   (57)   — 
Interest charged 1   2 —
Interest paid (1)   (2) —

       
 
  

 
  

 
 

End of the year 62   5 5
       

 

  

 

  

 

 

 

(i)  The loans from CP Finance are mainly with interest rates ranging from 4.46% to 6.06% and 4.46% to 7.47% per annum as of 
December 31, 2006 and 2007, respectively with maturities through 2032.

 

(ii)  The loans from state-controlled banks and other financial institutions are mainly with interest rates ranging from zero to 8.66% and zero 
to 8.66% per annum as of December 31, 2006 and 2007, respectively with maturities through 2038.

 

(iii)  The loans from other related parties are mainly with interest rate at 6.32% and 6.32% per annum as of December 31, 2006 and 2007 
respectively, and with no fixed repayment terms.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     (h) Key management compensation  

     As at December 31, 2007, none of the key management personnel had exercised the share appreciation rights. The liability for the units 
awarded to key management personnel amounted to approximately RMB 177, RMB 329 and RMB 395 at December 31, 2005, 2006 and 2007, 
respectively.  

     (i) Contingent liabilities  

     The Group has disclosed in Note 29 in respect of the contingent liabilities arising from the guarantees made for related parties.  

     (j) Collateral for debts  

     The Group pledged time deposits with maturities over one year as collaterals with certain banks for the debts of subsidiaries and equity 
affliates.  

     As at December 31, 2006 and 2007, the time deposits with maturities over one year of RMB 2,499 and RMB 5,053, were secured including 
for the debts of subsidiaries of RMB 312 and RMB 3,287 and for the debts of equity affliates of RMB 2,187 and RMB 1,757, respectively.  

F-49

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB’000  RMB’000  RMB’000 
Fee for key management personnel     
- Directors and supervisors 897   1,473 1,504
Salaries, allowances and other benefits(i)             
-Directors and supervisors 4,031   3,937 3,767
-Other key management 2,207   2,447 5,002
Contribution to retirement benefit scheme     
- Directors and supervisors 57   165 136
- Other key management 37   133 209
           

  7,229   8,155 10,618
   

 

  

 

  

 

 

 

(i) Salaries, allowances and other benefits do not include deferred payments made to directors and other key management in accordance with 
the relevant PRC government regulations, in respect of 2004 to 2006 in the amount of RMB 5,143 thousand.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

33 EMOLUMENTS OF DIRECTORS AND SUPERVISORS  

     Details of the emoluments of directors and supervisors for the years ended December 31, 2007, 2006 and 2005 are as follows:  

F-50

           
  2007   2006   2005  
  Fee for  Salaries,             
  directors  allowances  Contribution          
  and  and other  to retirement          
Name  supervisors  benefits  benefit scheme  Total  Total  Total 
  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000 
Chairman:           

Mr. Chen Geng (iii), (iv)   —  586 12 598   797 790
Mr. Jiang Jiemin (iv)   —  886 30 916   722 625

   
 
  

 
  

 
  

 
  

 
  

 
 

    —  1,472 42 1,514   1,519 1,415
                    

            
Executive directors:                         

Mr. Su Shulin (ii)   —  — — —   684 686
Mr. Duan Wende (iv)   —  794 30 824   684 686
   

 
  

 
  

 
  

 
  

 
  

 
 

    —  794 30 824   1,368 1,372
   

 
  

 
  

 
  

 
  

 
  

 
 

            
Non-executive directors:           

Mr. Zheng Hu   —  — — —   — —
Mr. Zhou Jiping   —  — — —   — —
Mr. Wang Yilin   —   —   —   —   —   — 
Mr. Zeng Yukang   —  — — —   — —
Mr. Gong Huazhang   —  — — —   — —
Mr. Jiang Fan   —  480 19 499   461 33
Mr. Chee-chen Tung   264  — — 264   275 275
Mr. Liu Hongru   349  — — 349   279 274
Mr. Franco Bernabè   257  — — 257   259 279
Mr. Zou Haifeng (i)   —   —   —   —   —   283 
   

 
  

 
  

 
  

 
  

 
  

 
 

    870  480 19 1,369   1,274 1,144
                    

                          
Supervisors:           

Mr. Wang Fucheng   —  — — —   — 530
Mr. Wen Qingshan   —  — — —   — —
Mr. Sun Xianfeng   —  — — —   — —
Mr. Xu Fengli (iii)   —  252 12 264   459 374
Mr. Qin Gang   —  454 15 469   295 —
Mr. Li Yongwu   315   —   —   315   330   12 
Mr. Wu Zhipan   319  — — 319   330 57
Mr. Sun Chongren (i)   —  — — —   — 81
Mr. Zhang Jinzhu   —  315 18 333   — —
                    

    634   1,021   45   1,700   1,414   1,054 
   

 
  

 
  

 
  

 
  

 
  

 
 

    1,504  3,767 136 5,407   5,575 4,985
   

 

  

 

  

 

  

 

  

 

  

 

 

 

(i)  No longer a director or supervisor since November 8, 2005.
 

(ii)  No longer a director since November 24, 2006. 
 

(iii)  No longer a director or supervisor since May 16, 2007.
 

(iv)  Salaries, allowances and other benefits do not include deferred payments made to directors in accordance with the relevant PRC 
government regulations, in respect of 2004 to 2006 in the amount of RMB 2,402 thousand.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

     The emoluments of the directors and supervisors fall within the following bands (including directors and supervisors whose term expired 
during the year):  

     Fee for directors and supervisors disclosed above included RMB 828 thousand, RMB 813 thousand and RMB 870 thousand respectively, 
for the years ended December 31, 2005, 2006 and 2007 paid to independent non-executive directors.  

     None of the directors and supervisors has waived their remuneration during the years indicated above.  

     The five highest paid individuals in the Group for each of the years indicated above were also directors or supervisors and their emoluments 
are reflected in the analysis shown above.  

     During 2005, 2006 and 2007, the Company did not incur any severance payment to any director for loss of office or any payment as 
inducement to any director to join the Company.  

     The Company has adopted a share-based compensation scheme which is a share appreciation right arrangement payable in cash to the 
recipients upon exercise of the rights which became effective on the initial public offering of the H shares of the Company on April 7, 2000. 
The directors, supervisors and senior executives of the Company are eligible for the scheme. 87,000,000 units of share appreciation rights were 
granted to senior executives. 35,000,000 units were granted to the directors and supervisors; of these 35,000,000 units, 33,130,000 units are 
outstanding, net of subsequent forfeiture of 1,870,000 units by a former independent director.  

     The rights can be exercised on or after April 8, 2003, the third anniversary of the grant, up to April 7, 2008. The exercise price is the price as 
at the initial public offering being HK $1.28 per share (Note 26).  

     As at December 31, 2007, none of the holders of the share appreciation rights had exercised the rights. The liability for the units awarded 
under the scheme has been calculated based on the fair value of the liability incurred and is expensed over the vesting period. The liability is 
remeasured at each balance sheet date to its fair value, and amounted to approximately RMB 1,167 and RMB 1,400 at December 31, 2006 and 
2007.  

F-51

     
  2007  2006  2005 
  Number  Number  Number 
      
RMB Nil — RMB 1 million 20   20 25
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

34 SEGMENT INFORMATION  

     The Group is engaged in a broad range of petroleum related activities through its four major business segments: Exploration and 
Production, Refining and Marketing, Chemicals and Marketing and Natural Gas and Pipeline.  

     The Exploration and Production segment is engaged in the exploration, development, production and sale of crude oil and natural gas.  

     The Refining and Marketing segment is engaged in the refining, transportation, storage and marketing of crude oil and petroleum 
products.  

     The Chemicals and Marketing segment is engaged in the production and sale of basic petrochemical products, derivative petrochemical 
products, and other chemical products.  

     The Natural Gas and Pipeline segment is engaged in the sale of natural gas and the transmission of natural gas, crude oil and refined 
products.  

     In addition to these four major business segments, the Other segment includes the assets, income and expenses relating to cash 
management, financing activities, the corporate center, research and development, and other business services to the operating business 
segments of the Group.  

     Most assets and operations of the Group are located in the PRC, which is considered as one geographic location in an economic 
environment with similar risks and returns. In addition to its operations in the PRC, the Group also has overseas operations through 
subsidiaries engaging in the exploration and production of crude oil and natural gas.  

     The accounting policies of the operating segments are the same as those described in Note 3 - “Summary of Principal Accounting 
Policies”.  

     Operating segment information for the years ended December 31, 2005, 2006 and 2007 is presented below:  

F-52
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

Primary reporting format —business segments  

F-53

         
  Exploration  Refining             
  and  and  Chemicals and  Natural       
Year Ended December 31, 2005  Production  Marketing  Marketing  Gas and Pipeline  Other  Total 
  RMB  RMB  RMB  RMB  RMB  RMB 
Sales and other operating revenues 

(including intersegment)  337,208  428,494 73,978 26,214   — 865,894
Less: Intersegment sales  (270,943) (33,019) (4,754) (4,949)  — (313,665)
                  

Total sales and other operating 
revenues from external customers  66,265  395,475 69,224 21,265   — 552,229

   

 

    

 

  

 

    

 

 

          
Depreciation, depletion and 

amortization  (30,896) (8,964) (6,869) (4,478)  (98) (51,305)
          
Segment result  220,452  2,116 6,896 3,639   (1,357) 231,746
Other costs  (12,372) (21,926) (3,620) (456)  (1,201) (39,575)
   

 
    

 
  

 
    

 
 

Income/(loss) from operations  208,080  (19,810) 3,276 3,183   (2,558) 192,171
                   

Finance costs                       (750)
Income from equity affiliates and 

jointly controlled entities  1,851  522 15 —   13 2,401
                       

 
 

Income before income taxes         193,822
Income taxes                       (54,180)
                       

 
 

Income for the year         139,642
                       

 

 

          
Interest income(including 

intersegment)  3,912  998 387 100   5,763 11,160
Less: Intersegment interest income         (9,236)
                         

Interest income from external entities         1,924
                       

 

 

                          
Interest expense(including 

intersegment)  (3,631) (2,659) (636) (1,105)  (3,967) (11,998)
Less: Intersegment interest expense         9,236
                         

Interest expense to external entities                       (2,762)
                       

 

 

          
Segment assets  460,814  207,168 76,414 69,229   543,894 1,357,519
Elimination of intersegment balances                       (591,830)
Investments in equity affiliates and 

jointly controlled entities  5,470  6,605 250 —   53 12,378
                       

 
 

Total assets         778,067
                       

 

 

          
Segment capital expenditure — for 

property, plant and equipment  83,214  16,454 13,569 11,137   427 124,801
                          
Segment liabilities  147,610  97,918 30,559 40,847   161,755 478,689
Other liabilities         46,735
Elimination of intersegment balances         (291,024)
                         

Total liabilities                       234,400 
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

F-54

         
  Exploration  Refining             
  and  and  Chemicals and  Natural       
Year Ended December 31, 2006  Production  Marketing  Marketing  Gas and Pipeline  Other  Total 
  RMB  RMB  RMB  RMB  RMB  RMB 
Sales and other operating revenues 

(including intersegment)  421,340  543,299 82,791 38,917   1,080 1,087,427
Less: Intersegment sales  (339,619) (44,806) (7,983) (5,617)  (424) (398,449)
                   

Total sales and other operating 
revenues from external customers  81,721  498,493 74,808 33,300   656 688,978

   

 

  

 

  

 

  

 

  

 

   

                          
Depreciation, depletion and 

amortization  (37,080) (12,080) (6,417) (5,263)  (548) (61,388)
Segment result  232,404  (5,206) 8,208 9,470   (3,058) 241,818
Other costs  (12,544) (23,958) (3,150) (484)  (3,706) (43,842)
                    

Income/(loss) from operations  219,860  (29,164) 5,058 8,986   (6,764) 197,976
   

 
  

 
  

 
  

 
  

 
     

Finance costs         (1,080)
Income from equity affiliates and 

jointly controlled entities   1,889   333   38   1   16   2,277 
                        

Income before income taxes         199,173
Income taxes         (49,776)
                        

Income for the year         149,397
                        

                          
Interest income(including 

intersegment)  4,853  1,471 634 157   7,171 14,286
Less: Intersegment interest income         (12,220)
                        

Interest income from external entities         2,066
                        

          
Interest expense(including 

intersegment)   (5,043)  (3,790)  (679)  (1,614)  (4,314)  (15,440)
Less: Intersegment interest expense         12,220
                        

Interest expense to external entities         (3,220)
                        

          
Segment assets  484,547  246,828 79,964 75,432   638,616 1,525,387
Elimination of intersegment balances         (686,180)
Investments in equity affiliates and 

jointly controlled entity   27,127   5,587   153   20   69   32,956 
                        

Total assets         872,163
                        

          
Segment capital expenditure — for 

property, plant and equipment  105,192  19,206 10,681 11,309   2,358 148,746
          
Segment liabilities  181,542  116,002 27,092 43,616   170,152 538,404
Other liabilities                       43,517 
Elimination of intersegment balances         (327,349)
                        

Total liabilities         254,572
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

F-55  

         
  Exploration  Refining             
  and  and  Chemicals and  Natural       
Year Ended December 31, 2007  Production  Marketing  Marketing  Gas and Pipeline  Other  Total 
  RMB  RMB  RMB  RMB  RMB  RMB 
Sales and other operating revenues 

(including intersegment)  468,175  670,844 102,718 50,066   1,718 1,293,521
Less: Intersegment sales  (376,451) (63,766) (11,009) (6,610)  (648) (458,484)
                  

Total sales and other operating 
revenues from external customers  91,724  607,078 91,709 43,456   1,070 835,037

   

 

    

 

  

 

    

 

 

                          
Depreciation, depletion and 

amortization  (42,945) (11,184) (5,923) (5,926)  (647) (66,625)
          
Segment result  220,430  9,341 13,256 13,057   (3,388) 252,696
Other costs  (13,843) (30,021) (5,425) (562)  (2,990) (52,841)
                  

          
Income/(loss) from operations  206,587  (20,680) 7,831 12,495   (6,378) 199,855
                   

Finance costs                       (2,471)
Income from equity affiliates and 

jointly controlled entities  6,460  477 41 2   17 6,997
                       

 
 

Income before income taxes         204,381
Income taxes                       (49,152)
                       

 
 

Income for the year         155,229
                       

 

 

          
Interest income(including 

intersegment)  7,346  2,021 804 122   8,846 19,139
Less: Intersegment interest income         (17,149)
                         

Interest income from external entities         1,990
                       

 

 

Interest expense(including 
intersegment)  (7,492) (4,695) (901) (1,720)  (5,936) (20,744)

Less: Intersegment interest expense         17,149
                       

 
 

Interest expense to external entities         (3,595)
                       

 

 

          
Segment assets  548,895  274,435 94,976 80,252   819,153 1,817,711
Elimination of intersegment balances         (784,115)
Investments in equity affiliates and 

jointly controlled entities  21,339  4,973 138 17   68 26,535
                       

 
 

Total assets         1,060,131
                       

 

 

          
Segment capital expenditure- for 

property, plant and equipment  134,256  26,546 8,165 11,003   1,613 181,583
          
Segment liabilities   225,483   145,263   33,389   39,790   188,774   632,699 
Other liabilities         43,013
Elimination of intersegment balances         (391,928)
                       

 
 

Total liabilities         283,784
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

Secondary reporting format — geographical segments  

F-56  

Note (a) — Intersegment sales are conducted principally at market price.
 

Note (b) — Segment result is income from operations before other costs. Other costs include selling, general and administrative expenses and 
other net expense.

 

Note (c) — Segment results for the years ended December 31, 2005, 2006 and 2007 include impairment provision for property, plant and 
equipment (Note 17).

 

Note (d)  — Other liabilities mainly include income tax payable, other taxes payable and deferred income taxes.
 

Note (e) — Elimination of intersegment balances represents elimination of intersegment accounts and investments.
 

Note (f)  — Effective January 1, 2006, the results of operations, together with the corresponding assets and liabilities, of certain research and 
development activities of the Group are reclassified from the Exploration and Production segment, the Refining and Marketing 
segment, the Chemicals and Marketing segment and the Natural Gas and Pipeline segment to the Other segment to reflect the 
changes in the manner under which these activities are managed. The results of operations, together with the corresponding assets 
and liabilities, of these research and development activities were included in the previously reported segments in the segment 
information for the year ended December 31, 2005. Selected financial data of these research and development activities as of 
December 31, 2005 and for the year ended December 31, 2005 are as follows:

      
  Exploration  Refining  Chemicals  Natural    
  and  and  and  Gas and    
Year ended December 31, 2005  Production  Marketing  Marketing  Pipeline  Total 
  RMB  RMB  RMB  RMB  RMB 
  

Turnover (including intersegment)   543   —   39   —   582 
Turnover from external customers  21 — 29   — 50
Depreciation, depletion and amortization  (295) (26) (64)   (6) (391)
Segment result  (714) (88) (162)   (21) (985)
Other costs  (664) (96) (81)   (42) (883)
Loss from operations  (1,378) (184) (243)   (63) (1,868)
Income from equity affiliates and jointly controlled 

entities   3   —   —   —   3 
Interest income  — — —   — —
Interest expense  (15) — —   — (15)
Segment assets  2,163 272 374   52 2,861
Segment liabilities  1,183 320 164   21 1,688

          
  Revenue   Total assets   Capital expenditure  
Year Ended December 31,  2006  2007  2006  2007  2006  2007 
  RMB  RMB RMB RMB  RMB RMB
                          
PRC   665,267  807,706 811,919 979,124   142,371 171,510
Other (Exploration and Production)   23,711  27,331 60,244 81,007   6,375 10,073
   

 
  

 
  

 
  

 
  

 
  

 
 

    688,978  835,037 872,163 1,060,131   148,746 181,583
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

35 PRINCIPAL SUBSIDIARIES  

     The principal subsidiaries of the Group are:  

F-57

 

          
          Attributable  
  Country of Paid-up Type of Equity  
Company Name  Incorporation Capital RMB Legal Entity Interest % Principal Activities
Daqing Oilfield  
Company  
Limited  

 

PRC 

 

47,500

 

Limited liability
company 

 

100.00

 

Exploration, production 
and sale of crude oil and 

natural gas; production and 
sale of refined products

            
Daqing Yu Shu Lin  
Oilfield Company  
Limited   

PRC 1,272 Limited liability
company 

88.16

 

Exploration, production 
and sale of crude oil and 

natural gas
            
CNPC Exploration and 
Development Company 
Limited  

 

PRC 100 Limited liability
company 

50.00

 

Exploration, production 
and sale of crude oil and 

natural gas outside of the 
PRC

            
PetroKazakhstan Inc. (Note 
18)  

 

Canada US Dollar 2,465 million Joint stock company
with limited

liability 

67.00

 

Exploration, production 
and sale of crude oil and 

natural gas outside of the 
PRC
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

Pursuant to the resolutions passed at the Board of Directors’ meeting held on October 26, 2005, the Company offered to acquire and complete 
the acquisition of all of the outstanding shares from the minority shareholders of the following entities of the Group.  

     The excess of the cost of purchase over the carrying value of the underlying assets and liabilities of the above non-wholly owned principal 
subsidiaries and other non-wholly subsidiaries acquired was recorded in equity, and this amounted to RMB 2,156 and RMB 113 for the year 
ended December 31, 2006 and 2007, respectively.  
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          Equity   
  Number of  Purchase    Total cash  interest held   
Entity  outstanding  price per  Number of shares consideration  after the   
name  shares  share  acquired  paid  acquisition %   
 

Jinzhou 
PetroChemical 
Company 
Limited 
(“JCPL”)   

150,000,000 
A shares 

 

RMB 4.25 
yuan per A 
share 

 

150,000,000 A 
shares as of 
June 30, 2007 

RMB 638 as 
of December 
31, 2007 

100.00

 

JCPL was delisted from the 
Shenzhen Stock Exchange on 
January 4, 2006.

          
   

 

 

 

 

 

     

 

In November 2007, the Liaoning 
Administration for Industry and 
Commerce approved JCPL’s 
deregistration as an incorporated 
company.

          
Jilin Chemical 
Industrial 
Company 
Limited 
(“JCIC”)   

200,000,000 
A shares 

 

RMB 5.25 
yuan per A 
share 

 

200,000,000 A 
shares as of 
December 31, 
2007 

RMB 3,862 
as of 
December 31, 
2007 

100.00

 

JCIC was delisted from the 
Shenzhen Stock Exchange on 
February 20, 2006.

          
   

 

964,778,000 
H shares 
(including 
American 
Depositary 
Shares) 
(“ADS”)  

HK$2.80 per 
H share 

 

964,778,000 H 
shares 
(including 
ADS) as of 
December 31, 
2007 

    

 

JCIC was delisted from the Stock 
Exchange of Hong Kong Limited 
and the New York Stock Exchange 
on January 23, 2006 and 
February 15, 2006, respectively.

          
   

 

 

 

 

 

     

 

In December 2007, the Jilin 
Administration for Industry and 
Commerce approved JCIC’s 
deregistration as an incorporated 
company.

          
Liaohe Jinma 
Oilfield 
Company 
Limited 
(“LJOCL”)   

200,000,000 
A shares 

 

RMB 8.80 
yuan per A 
share 

 

200,000,000 A 
shares as of 
June 30, 2007 

 

RMB 1,763 
as of 
December 31, 
2007 

 

100.00

 

LJOCL was delisted from the 
Shenzhen Stock Exchange on 
January 4, 2006.

          
   

 

 

 

 

 

     

 

In May 2007, the Liaoning 
Administration for Industry and 
Commerce approved LJOCL’s 
deregistration as an incorporated 
company.
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PETROCHINA COMPANY LIMITED  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 
(Amounts in millions unless otherwise stated)  

36 EVENTS AFTER BALANCE SHEET DATE  

     On May 12, 2008, an earthquake struck the Wenchuan area of Sichuan Province of the PRC. The Company is currently assessing the 
financial effect on the consolidated financial statements of Group arising from the earthquake.  

37 APPROVAL OF FINANCIAL STATEMENTS  

     The financial statements were approved by the Board of Directors on March 19, 2008 and by the shareholders of the Company at the annual 
general meeting held on May 15, 2008.  

F-59
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PETROCHINA COMPANY LIMITED  

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION 
AND PRODUCTION ACTIVITIES (UNAUDITED) 

(Amounts in millions unless otherwise stated)  

     In accordance with US Statement of Financial Accounting Standard No. 69, Disclosures about Oil and Gas Producing Activities, this 
section provides supplemental information on oil and gas exploration and producing activities of the Company and its subsidiaries (the 
“Group”) and also the Group’s investments that are accounted for using the equity method of accounting.  

Results of Operations  

Capitalised Costs  

Costs Incurred in Property Acquisitions, Exploration and Development Activities  

F-60

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Sales and other operating revenues     

Sales to third parties 66,265   81,721 91,724
Intersegment sales 261,558   313,654 336,999

           

  327,823   395,375 428,723
Production costs excluding taxes (41,713)   (54,800) (63,118)
Exploration expenses (15,566)   (18,822) (20,648)
Depreciation, depletion and amortization (25,819)   (31,540) (36,400)
Taxes other than income taxes (10,239)   (41,354) (56,474)
Accretion expense (60)   (796) (1,202)
   

 
  

 
  

 
 

Income before income taxes 234,426   248,063 250,881
Income taxes (64,816)   (65,554) (57,386)
           

Results of operations from producing activities 169,610   182,509 193,495
   

 

  

 

  

 

 

Income from producing activities of equity affiliates and jointly controlled entities 1,880   4,424 5,293
   

 

  

 

  

 

 

     
 Year Ended December 31,
 2005  2006 2007
  RMB  RMB  RMB 
              
Property costs —   — —
Producing assets 359,539   425,172 497,117
Support facilities 138,093   150,149 171,590
Construction-in-progress 19,394   25,461 43,070
           

Total capitalized costs 517,026   600,782 711,777
Accumulated depreciation, depletion and amortization (203,416)  (233,677) (264,992)
   

 
  

 
  

 
 

Net capitalized costs 313,610   367,105 446,785
   

 

  

 

  

 

 

Share of net capitalized costs of equity affiliates and jointly controlled entities 20,597   25,136 14,252
   

 

  

 

  

 

 

     
  Year Ended December 31,  
  2005  2006  2007 
  RMB  RMB  RMB 
      
Property acquisition costs —   — —
Exploration costs 25,335   30,567 36,046
Development costs   72,551   79,902   96,449 
   

 
  

 
  

 
 

Total 97,886   110,469 132,495
   

 

  

 

  

 

 

Share of costs of property acquisition, exploration, and development of equity affiliates and 
jointly controlled entities 2,590   4,371 2,911
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PETROCHINA COMPANY LIMITED  

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION 
AND PRODUCTION ACTIVITIES (UNAUDITED) 

(Amounts in millions unless otherwise stated)  

Proved Reserve Estimates  

     Oil and gas proved reserves cannot be measured exactly. Reserve estimates are based on many factors related to reservoir performance that 
require evaluation by the engineers interpreting the available data, as well as price and other economic factors. The reliability of these estimates 
at any point in time depends on both the quality and quantity of the technical and economic data, and the production performance of the 
reservoirs as well as engineering judgement. Consequently, reserve estimates are subject to revision as additional data become available during 
the producing life of a reservoir. When a commercial reservoir is discovered, proved reserves are initially determined based on limited data 
from the first well or wells. Subsequent data may better define the extent of the reservoir and additional production performance, well tests and 
engineering studies will likely improve the reliability of the reserve estimate. The evolution of technology may also result in the application of 
improved recovery techniques such as supplemental or enhanced recovery projects, or both, which have the potential to increase reserves 
beyond those envisioned during the early years of a reservoir’s producing life.  

     Proved oil and gas reserves are the estimated quantities of crude oil and natural gas which geological and engineering data demonstrate with 
reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions, i.e., prices and 
costs as of the date the estimate is made. Prices include consideration of changes in existing prices provided only by contractual arrangements, 
but not on escalations based upon future conditions. Proved developed reserves are those reserves, which can be expected to be recovered 
through existing wells with existing equipment and operating methods. Proved undeveloped reserves are those reserves which are expected to 
be recovered from new wells on undrilled acreage or from existing wells where relatively major expenditure is required.  

     The Ministry of Land and Resources in China issues production licenses to applicants on the basis of the reserve reports approved by 
relevant authorities. Administrative rules issued by the State Council provide that the maximum term of a production license is 30 years. 
However, in accordance with a special approval from the State Council, the Ministry of Land and Resources issued production licenses 
effective from March 2000 to the Group for all of its crude oil and natural gas reservoirs with terms similar with the projected productive life of 
those reservoirs, ranging up to 55 years. Production licenses to be issued to the Group in the future will be subject to the 30-year limit unless 
additional special approvals can be obtained from the State Council. Each of the Group’s production licenses is renewable upon application by 
the Group 30 days prior to expiration. Future oil and gas price increases may extend the productive lives of crude oil and natural gas reservoirs 
beyond the current terms of the relevant production licenses.  

     Proved reserve estimates as of December 31, 2007, 2006 and 2005 were based on reports prepared by DeGolyer and MacNaughton and 
Gaffney, Cline & Associates, independent engineering consultants. The Group’s reserve estimates were prepared for each oil and gas field 
within oil and gas regions and adjusted for the estimated effects of using prices and costs prevailing at the end of the period. The Company’s 
reserve estimates include only crude oil and natural gas, which the Company believes can be reasonably produced within the current terms of 
production licenses.  

     Estimated quantities of net proved oil and condensate and natural gas reserves and of changes in net quantities of proved developed and 
undeveloped reserves for each of the period indicated are as follows:  

F-61
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PETROCHINA COMPANY LIMITED  

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION 
AND PRODUCTION ACTIVITIES (UNAUDITED) 

(Amounts in millions unless otherwise stated)  

     At December 31, 2007, 11,062 million barrels of crude oil and condensate and 56,510.0 billion cubic feet of natural gas proved developed 
and undeveloped reserves are located within China, and 644 million barrels of crude oil and condensate and 601.0 billion cubic feet of natural 
gas proved developed and undeveloped reserves are located overseas.  
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  Crude Oil and    
  Condensate  Natural Gas 
  (millions of barrels)  (billions of cubic feet) 
     
Proved developed and undeveloped    

Reserves at January 1, 2005   11,501 45,249
Changes resulting from:         

Revisions of previous estimates   157 213
Improved recovery   101 —
Extensions and discoveries   606 4,005
Production   (829) (1,344)

       

Reserves at December 31, 2005   11,536 48,123
     

 

 

Changes resulting from:    
Revisions of previous estimates   197   686 
Improved recovery   81 —
Extensions and discoveries   635 6,248
Production   (831) (1,588)

       

Reserves at December 31, 2006   11,618   53,469 
     

 

 

Changes resulting from:    
Revisions of previous estimates   84 (1,062)
Improved recovery   79   — 
Extensions and discoveries   764 6,331
Production   (839) (1,627)

     
 
 

Reserves at December 31, 2007   11,706 57,111
     

 

 

     
Proved developed reserves at:    

December 31, 2005   9,195 19,858
December 31, 2006   9,185   22,564 
December 31, 2007   9,047 26,047

Proportional interest in proved reserves of equity affiliates and jointly controlled entities at:    
December 31, 2005   631 145
December 31, 2006   543 105
December 31, 2007   141 79
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PETROCHINA COMPANY LIMITED  

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION 
AND PRODUCTION ACTIVITIES (UNAUDITED) 

(Amounts in millions unless otherwise stated)  

Standardized Measure  

     The following disclosures concerning the standardized measure of future cash flows from proved oil and gas reserves are presented in 
accordance with the US Statement of Financial Accounting Standards No.69, Disclosures about Oil and Gas Producing Activities. The 
amounts shown are based on prices and costs at the end of each period, currently enacted tax rates and a 10 percent annual discount factor. 
Since prices and costs do not remain static, and no price or cost changes have been considered, the results are not necessarily indicative of the 
fair market value of estimated proved reserves, but they do provide a common benchmark which may enhance the users’ ability to project 
future cash flows.  

     The standardized measure of discounted future net cash flows related to proved oil and gas reserves at the end of each of the three years in 
the period ended December 31, 2005 ,2006 and 2007 is as follows (in millions of RMB):  

     Future net cash flows were estimated using period-end prices and costs, and currently enacted tax rates.  

F-63

 
At December 31, 2005     
Future cash inflows from sales of oil and gas 5,337,329
Future production costs (1,043,358)
Future development costs (156,575)
Future income tax expense (1,279,133)
     

Future net cash flows   2,858,263 
Discount at 10% for estimated timing of cash flows (1,472,069)
   

 
 

Standardized measure of discounted future net cash flows 1,386,194
   

 

 

  
At December 31, 2006 
Future cash inflows from sales of oil and gas 5,611,306
Future production costs (1,620,761)
Future development costs   (296,175)
Future income tax expense (1,202,980)
   

 
 

Future net cash flows 2,491,390
Discount at 10% for estimated timing of cash flows (1,336,045)
   

 
 

Standardized measure of discounted future net cash flows 1,155,345
   

 

 

  
At December 31, 2007 
Future cash inflows from sales of oil and gas 8,714,483
Future production costs (3,049,226)
Future development costs (437,946)
Future income tax expense (1,569,898)
   

 
 

Future net cash flows 3,657,413
Discount at 10% for estimated timing of cash flows (1,835,343)
     

Standardized measure of discounted future net cash flows 1,822,070
   

 

 

  
Share of standardized measure of discounted future net cash flows of equity affiliates and jointly controlled entities     

At December 31, 2005 31,703
At December 31, 2006 59,825
At December 31, 2007 33,543
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PETROCHINA COMPANY LIMITED  

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION 
AND PRODUCTION ACTIVITIES (UNAUDITED) 

(Amounts in millions unless otherwise stated)  

     Changes in the standardized measure of discounted net cash flows for the Group for each of the three years ended December 31, 2005, 2006 
and 2007 are as follows:  

F-64  

     
 Year Ended December 31,
 2005  2006 2006
  RMB  RMB  RMB 
              
CHANGES IN STANDARDISED MEASURE OF DISCOUNTED FUTURE CASH 

FLOWS     
Beginning of the year 1,000,458   1,386,194 1,155,345
Sales and transfers of oil and gas produced, net of production costs (274,921)  (328,001) (309,269)
Net changes in prices and production costs and other 523,089   (317,593) 804,330
Extensions, discoveries and improved recovery 157,343   166,249 256,476
Development costs incurred   (11,282)  (47,551)  (39,031)
Revisions of previous quantity estimates 21,678   32,306 (3,567)
Accretion of discount 144,709   200,771 171,389
Net change in income taxes (174,880)  62,970 (213,603)

          

End of the year 1,386,194   1,155,345 1,822,070
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                           ARTICLES OF ASSOCIATION OF

                           PETROCHINA COMPANY LIMITED

        (Approved by Shareholders’ Special Resolutions on 3 December 1999
          Amended by Shareholders’ Special Resolutions on 10 March 2000
         Amended by Resolutions of the Fifth Meeting of the First Board
                          of Directors on 30 May 2000
                Amended by Shareholders’ Special Resolutions on 8 June 2001
               Amended by Shareholders’ Special Resolution on 26 May 2005
      Amended by Resolutions of the Special Board Committee 31 August 2005
        Amended by Shareholders’ Special Resolution on 1 November 2006)

                          CHAPTER 1: GENERAL PROVISIONS

Article 1         The Company is a joint stock limited company established in
                  accordance with the Company Law of the People’s Republic of
                  China (the Company Law), Securities Law of the People’s
                  Republic of China, State Council’s Special Regulations
                  Regarding the Issue of Shares Overseas and the Listing of
                  Shares Overseas by Companies Limited by Shares (the Special
                  Regulations) and other relevant laws and regulations of the
                  State.

                  MP1

                  The Company was established by way of promotion with the
                  approval of the State Economic and Trade Commission of the
                  People’s Republic of China on 25 October 1999, as evidenced by
                  approval document Guo Jing Mao Qi Gai [1999] no. 1024 of 1999.
                  It is registered with and has obtained a business licence from
                  the State Administration Bureau of Industry and Commerce on 5
                  November 1999. The Company’s business licence number is:
                  1000001003252.

                  The promoter of the Company is: China National Petroleum
                  Corporation.

Article 2.        The Company’s registered Chinese name:[CHINESE NAME]
                  The Company’s registered English name: PetroChina Company
                  Limited.

                  MP2

Article 3.        The Company’s address      :    16 Ande Road
                                                  Dongcheng District
                                                  Beijing
                                                  China
                  Telephone number           :    010-84886270
                  Facsimile number           :    010-84886260
                  Postal code                :    100011

                  MP3

Article 4.        The Company’s legal representative is the Chairman of the
                  board of directors of the Company.

                  MP4

                                       1
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Article 5.        The Company is a joint stock limited company which has
                  perpetual existence.

                  MP5

Article 6.        The Company’s Articles of Association shall take effect
                  from the date of establishment of the Company.

                  MP5

                  From the date on which the Company’s Articles of Association
                  come into effect, the Company’s Articles of Association
                  constitute the legally binding document regulating the
                  Company’s organisation and activities, and the rights and
                  obligations between the Company and each shareholder and among
                  the shareholders inter se.

                  MP6

Article 7.        The Company’s Articles of Association are binding on the
                  Company and its shareholders, directors, supervisors, general
                  manager, senior deputy general managers, deputy general
                  managers, financial controller and other senior officers of
                  the Company; all of whom may, according to the Company’s
                  Articles of Association, assert rights in respect of the
                  affairs of the Company.

                  MP7

                  A shareholder may take action against the Company pursuant to
                  the Company’s Articles of Association, and vice versa. A
                  shareholder may also take action against another shareholder,
                  the directors, supervisors, general manager, senior deputy
                  general managers, deputy general managers, financial
                  controller and other senior officers of the Company pursuant
                  to the Company’s Articles of Association.

                  The actions referred to in the preceding paragraph include
                  court proceedings and arbitration proceedings.

Article 8.        The Company may invest in other limited liability companies
                  or joint stock limited companies. The Company’s liabilities to
                  an invested company shall be limited to the amount of its
                  capital contribution to the invested company.

                  MP8

                  Upon approval of the companies approving department authorised
                  by the State Council, the Company may, according to its
                  operating and management needs, operate as a holding company
                  as prescribed in clause 2 of Article 12 of the Company Law.

                     CHAPTER 2: THE COMPANY’S OBJECTIVES AND
                                SCOPE OF BUSINESS

Article 9.        The Company’s objectives are:

                  MP9

                  To comply with the rules of the market; To continue to explore
                  the modes of business operation which are suitable for the
                  Company; To fully utilise every resource of the Company; To
                  place emphasis on the training of its employees and
                  technological development; To provide the society with
                  products which are competitive; To use its best endeavours to
                  maximise its
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                  profits.

Article 10.       The Company’s scope of business shall be consistent with
                  and subject to the scope of business approved by the authority
                  responsible for the registration of the Company.

                  MP10

                  The Company’s scope of business includes: the exploration,
                  production and sale of oil and natural gas; the production and
                  sale of refined, petrochemical and chemical products; the sale
                  of chemical fertilizers; warehousing and transportation of
                  petroleum and petrochemical products; the operation of
                  convenient stores and other auxiliary facilities affiliated to
                  the service stations as well as the provision of the ancillary
                  services; the operation of oil and natural gas pipelines, and
                  the provision of relevant engineering and technological
                  development and consultancy services as well as the oil and
                  gas related IT services; the provision of services in
                  connection with the lease of buildings and equipment as well
                  as the provision of water, electricity and heat supply; the
                  sale of materials, equipment and machines necessary for
                  production and construction of oil and gas, petrochemicals and
                  pipelines (except those items required to be specifically
                  authorized by the State); the import and export of crude oil
                  and refined oil; the operation of, or to act as agent in, the
                  import and export of various commodities and technologies
                  (except the commodities or technologies which are required to
                  be operated by companies designated by the State or are
                  prohibited to import or export), the operation of processing
                  with imported materials and the ‘Three Types of Processing
                  plus Compensation Trade’; the operation of contra trade and
                  transit trade; the operation of the oil exploration,
                  development and production business under the overseas
                  co-operation contracts of which China National Petroleum
                  Corporation has assigned its interests.

                  The Company may, according to the demand and supply in the
                  domestic and international markets, the Company’s ability to
                  develop, and the requirements of the Company’s business,
                  adjust its scope of business in accordance with the laws .

                  Subject to and compliance with laws and administrative
                  regulations of the People’s Republic of China ("PRC"), the
                  Company has the power to raise and borrow money, which power
                  includes (without limitation) the borrowing of money, the
                  issue of debentures, the charging or mortgaging of part or
                  whole of the Company’s interests and to provide guarantees or
                  mortgages for the debts of third parties (including, without
                  limitation, the subsidiaries or associated companies of the
                  Company) in all types of circumstances.

                    CHAPTER 3: SHARES AND REGISTERED CAPITAL

Article 11.       There must, at all times, be ordinary shares in the
                  Company. Subject to the approval of the companies approving
                  department authorised by the State Council, the Company may,
                  according to its requirements, create different classes of
                  shares.

                  MP11

Article 12.       The shares issued by the Company shall each have a par
                  value of Renminbi one yuan. "Renminbi" means the legal
                  currency of the PRC.

                  MP12
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Article 13.       Subject to the approval of the securities authority of the
                  State Council, the Company may issue shares to Domestic
                  Investors and Foreign Investors.

                  MP13

                  "Foreign Investors" mean those investors who subscribe for the
                  Company’s shares and who are located in foreign countries and
                  in the regions of Hong Kong, Macau and Taiwan. "Domestic
                  Investors" mean those investors who subscribe for the
                  Company’s shares and who are located within the territory of
                  the PRC.

Article 14.       Shares which the Company issues to Domestic Investors for
                  subscription in Renminbi shall be referred to as
                  "Domestic-Invested Shares". Shares which the Company issues to
                  Foreign Investors for subscription in foreign currencies shall
                  be referred to as "Foreign-Invested Shares". Foreign-Invested
                  Shares which are listed overseas are called "Overseas-Listed
                  Foreign-Invested Shares". "Foreign currencies" mean the legal
                  currencies of countries or districts outside the PRC which are
                  recognised by the foreign exchange authority of the State and
                  which can be used to pay the share price to the Company.

                  MP14, App.39

                  Domestic-Invested Shares issued by the Company shall be
                  referred to as "A Shares". Overseas-Listed Foreign-Invested
                  Shares issued by the Company and which are listed in Hong Kong
                  shall be referred to as "H Shares". H Shares as shares which
                  have been admitted for listing on The Stock Exchange of Hong
                  Kong Limited (the "Stock Exchange"), the par value of which is
                  denominated in Renminbi and which are subscribed for and
                  traded in Hong Kong dollars. H Shares can also be listed on a
                  stock exchange in the United States in the form of American
                  Depository Receipts.

Article 15.       Subject to the approval of the companies approving
                  department authorised by the State Council, the Company may
                  issue a total of 200,000 million ordinary shares, of which
                  160,000 million ordinary shares, representing 80% of the total
                  number of ordinary shares which may be issued by the Company,
                  were issued to the promoter of the Company at the time when
                  the Company was established.

                  MP15, App.39
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Article 16.       The Company shall issue 15,824,176,000 common shares after
                  its incorporation. The promoter shall sell 1,758,242,000
                  shares of the Company held by it. After the issuance and sale
                  of the shares as described above, the share capital structure
                  of the Company comprises 175,824,176,000 common shares, of
                  which 158,241,758,000 common shares, which represent
                  approximately 90% of the Company’s share capital, are held by
                  the promoter of the Company, China National Petroleum
                  Corporation; 17,582,418,000 shares, which represent
                  approximately 10% of the Company’s share capital are held by
                  the H shares shareholders.

                  MP16, App.39

                  In September 15, 2005, the Company placed 3,516,482,000 H
                  Shares to its existing shareholders (including 287,712,182
                  shares placed to the social security fund and 31,968,000
                  additional H Shares sold by the social security fund in
                  connection with the fully exercised rights of the management
                  to acquire shares). In such placement, the Company issued
                  3,196,801,818 new shares and the promoter sold 319,680,182
                  shares held by it. Following the placement as described above,
                  the share capital structure of the Company comprises
                  179,020,977,818 common shares, of which 157,922,077,818 common
                  shares, which represent approximately 88.21% of the Company’s
                  share capital, are held by China National Petroleum
                  Corporation; 21,098,900,000 shares, which represent
                  approximately 11.79% of the Company’s share capital, are held
                  by the H shares shareholders.

Article 17.       The Company’s board of directors may take all necessary
                  action for the issuance of Overseas-Listed Foreign-Invested
                  Shares and Domestic-Invested Shares after proposals for
                  issuance of the same have been approved by the securities
                  authority of the State Council.

                  MP17

                  The Company may implement its proposal to issue
                  Overseas-Listed Foreign-Invested Shares and Domestic-Invested
                  Shares pursuant to the preceding paragraph within fifteen (15)
                  months from the date of approval by the securities authority
                  of the State Council.

Article 18.       Where the total number of shares stated in the proposal
                  for the issuance of shares include Overseas-Listed
                  Foreign-Invested Shares and Domestic-Invested Shares, such
                  shares should be fully subscribed for at their respective
                  offerings. If the shares cannot be fully subscribed for all at
                  once due to special circumstances, the shares may, subject to
                  the approval of the securities authority of the State Council,
                  be issued in separate branches.

                  MP18

Article 19.       The registered capital of the Company shall be
                  RMB179,020,977,818; if the issued shares are redeemed or new
                  shares are issued, the registered capital of the Company shall
                  be adjusted accordingly, and put on file with the companies
                  approving department authorised by the State Council and the
                  securities regulatory authority of the State Council.

                  MP19
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Article 20.       The Company may, based on its operating and development
                  needs, authorise the increase of its capital pursuant to the
                  Company’s Articles of Association.

                  MP20

                  The Company may increase its capital in the following ways:

                  (1) by offering new shares for subscription by unspecified
                  investors;

                  (2) by issuing new shares to its existing shareholders;

                  (3) by allotting bonus shares to its existing shareholders;

                  (4) by any other means which is permitted by law and
                  administrative regulation.

                  After the Company’s increase of share capital by means of the
                  issuance of new shares has been approved in accordance with
                  the provisions of the Company’s Articles of Association, the
                  issuance thereof should be made in accordance with the
                  procedures set out in the relevant laws and administrative
                  regulations.

Article 21.       Unless otherwise stipulated in the relevant laws or
                  administrative regulations, shares , in the Company shall be
                  freely transferable and are not subject to any lien.

                  MP21 App.31(2)

                  Domestic-Invested Shares and Overseas-Listed Foreign-Invested
                  Shares shall be purchased, sold, donated, inherited and
                  mortgaged in accordance with the Chinese laws and the
                  Company’s Articles of Association. The transfer and
                  transmission of the shares shall be registered in accordance
                  with the relevant regulations.

                  The Company has the power to sell the shares of a shareholder
                  who is untraceable, if

                  (a) during a period of 12 years at least three years dividends
                  in respect of the shares in question have become payable and
                  no dividend during that period has been claimed; and

                  (b) on expiry of the 12 years the issuer gives notice of its
                  intention to sell the shares by way of an advertisement
                  approved by the securities authority of the State Council, and
                  notifies the securities authority of the State Council and
                  other relevant overseas securities regulatory committee of
                  such intention.

                       CHAPTER 4: REDUCTION OF CAPITAL AND
                              REPURCHASE OF SHARES
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Article 22.       According to the provisions of the Company’s Articles of
                  Association, the Company may reduce its registered capital.

                  MP22

Article 23.       The Company must prepare a balance sheet and an inventory
                  of assets when it reduces its registered capital.

                  MP23, App.37(1)

                  The Company shall notify its creditors within ten (10) days of
                  the date of the Company’s resolution for reduction of capital
                  and shall publish an announcement in a newspaper at least
                  three (3) times within thirty (30) days of the date of such
                  resolution. A creditor has the right within thirty (30) days
                  of receipt of the notice from the Company or, in the case of a
                  creditor who does not receive such notice, within ninety (90)
                  days of the date of the first public announcement, to require
                  the Company to repay its debts or to provide a corresponding
                  guarantee for such debt.

                  The Company’s registered capital may not, after the reduction
                  in capital, be less than the minimum amount prescribed by law.

Article 24.       The Company may, in accordance with the procedures set out
                  in the Company’s Articles of Association and with the approval
                  of the relevant governing authority of the State, repurchase
                  its issued shares under the following circumstances:

                  MP24

                  (1) cancellation of shares for the purposes of reducing its
                  capital;

                  (2) merging with another company that holds shares in the
                  Company;

                  (3) other circumstances permitted by laws and administrative
                  regulations.

Article 25.       The Company may repurchase shares in one of the following
                  ways, with the approval of the relevant governing authority of
                  the State:

                  MP25

                  (1) by making a general offer for the repurchase of shares to
                  all its shareholders on a pro rata basis;

                  (2) by repurchasing shares through public dealing on a stock
                  exchange;

                  (3) by repurchasing shares outside of the stock exchange by
                  means of an off-market agreement.

Article  26.      The Company must obtain the prior approval of the
                  shareholders in a general meeting (in the manner stipulated in
                  the Company’s Articles of Association) before it can
                  repurchase shares outside of the stock exchange by means of an
                  off-market agreement. The Company may, by obtaining the prior
                  approval of the shareholders in a general meeting (in the same
                  manner), release, vary or waive its rights under an agreement
                  which has been so entered into.

                  MP26
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                  An agreement for the repurchase shares referred to in the
                  preceding paragraph includes (without limitation) an agreement
                  to become liable to repurchase shares or an agreement to have
                  the right to repurchase shares.

                  The Company may not assign an agreement for the repurchase of
                  its shares or any right contained in such an agreement.

Article 27.       Shares which have been legally repurchased by the Company
                  shall be cancelled within the period prescribed by law and
                  administrative regulation, and the Company shall apply to the
                  original companies registration authority for registration of
                  the change in its registered capital and make a public
                  announcement.

                  MP27

                  The aggregate par value of the cancelled shares shall be
                  deducted from the Company’s registered share capital.

Article 28.       Unless the Company is in the course of liquidation, it
                  must comply with the following provisions in relation to
                  repurchase of its issued shares:

                  MP28

                  (1) where the Company repurchases shares at par value, payment
                  shall be made out of book surplus distributable profits of the
                  Company or out of proceeds of a new issue of shares made for
                  that purpose;

                  (2) where the Company repurchases shares of the Company at a
                  premium to its par value, payment up to the par value may be
                  made out of the book surplus distributable profits of the
                  Company or out of the proceeds of a new issue of shares made
                  for that purpose. Payment of the portion in excess of the par
                  value shall be effected as follows:

                        (i) if the shares being repurchased were
                  issued at par value, payment shall be made out of the book
                  surplus distributable profits of the Company;

                        (ii) if the shares being repurchased were
                  issued at a premium to its par value, payment shall be made
                  out of the book surplus distributable profits of the Company
                  or out of the proceeds of a new issue of shares made for that
                  purpose, provided that the amount paid out of the proceeds of
                  the new issue shall not exceed the aggregate amount of
                  premiums received by the Company on the issue of the shares
                  repurchased nor shall it exceed the book value of the
                  Company’s capital common reserve fund account (including the
                  premiums on the new issue) at the time of the repurchase;

                  (3) the Company shall make the following payments out of the
                  Company’s distributable profits:

                        (i) payment for the acquisition of the right
                  to repurchase its own shares;
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                        (ii) payment for variation of any contract
                  for the repurchase of its shares;

                        (iii) payment for the release of its
                  obligation(s) under any contract for the repurchase of shares;

                  (4) after the Company’s registered capital has been reduced by
                  the aggregate par value of the cancelled shares in accordance
                  with the relevant provisions, the amount deducted from the
                  distributable profits of the Company for payment of the par
                  value of shares which have been repurchased shall be
                  transferred to the Company’s capital common reserve fund
                  account.

                       CHAPTER 5: FINANCIAL ASSISTANCE FOR
                              ACQUISITION OF SHARES

Article 29.       The Company and its subsidiaries shall not, at any time,
                  provide any form of financial assistance to a person who is
                  acquiring or is proposing to acquire shares in the Company.
                  This includes any person who directly or indirectly incurs any
                  obligations as a result of the acquisition of shares in the
                  Company (the "Obligor").

                  MP29

                  The Company and its subsidiaries shall not, at any time,
                  provide any form of financial assistance to the Obligor for
                  the purposes of reducing or discharging the obligations
                  assumed by such person.

                  This Article shall not apply to the circumstances specified in
                  Article 31 of this Chapter.

Article 30.       For the purposes of this Chapter, "financial assistance"
                  includes (without limitation) the following:

                  MP30

                  (1) gift;

                  (2) guarantee (including the assumption of liability by the
                  guarantor or the provision of assets by the guarantor to
                  secure the performance of obligations by the Obligor),
                  compensation (other than compensation in respect of the
                  Company’s own default) or release or waiver of any rights;

                  (3) provision of loan or any other agreement under which the
                  obligations of the Company are to be fulfilled before the
                  obligations of another party, or the change in parties to, or
                  the assignment of rights under, such loan or agreement;

                  (4) any other form of financial assistance given by the
                  Company when
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                  the Company is insolvent or has no net assets or when its net
                  assets would thereby be reduced to a material extent.

                  For the purposes of this Chapter, "assumption of obligations"
                  includes the assumption of obligations by way of contract or
                  by way of arrangement (irrespective of whether such contract
                  or arrangement is enforceable or not and irrespective of
                  whether such obligation is to be borne solely by the Obligor
                  or jointly with other persons) or by any other means which
                  results in a change in his financial position.

Article 31.       The following actions shall not be deemed to be activities
                  prohibited by Article 29 of this Chapter:

                  MP31

                  (1) the provision of financial assistance by the Company where
                  the financial assistance is given in good faith in the
                  interests of the Company, and the principal purpose of which
                  is not for the acquisition of shares in the Company, or the
                  giving of the financial assistance is an incidental part of
                  some larger purpose of the Company;

                  (2) the lawful distribution of the Company’s assets by way of
                  dividend;

                  (3) the allotment of bonus shares as dividends;

                  (4) a reduction of registered capital, a repurchase of shares
                  of the Company or a reorganisation of the share capital
                  structure of the Company effected in accordance with the
                  Company’s Articles of Association;

                  (5) the lending of money by the Company within its scope of
                  business and in the ordinary course of its business, where the
                  lending of money is part of the scope of business of the
                  Company (provided that the net assets of the Company are not
                  thereby reduced or that, to the extent that the assets are
                  thereby reduced, the financial assistance is provided out of
                  distributable profits);

                  (6) contributions made by the Company to the employee share
                  ownership schemes (provided that the net assets of the Company
                  are not thereby reduced or that, to the extent that the assets
                  are thereby reduced, the financial assistance is provided out
                  of distributable profits).

                        CHAPTER 6: SHARE CERTIFICATES AND
                            REGISTER OF SHAREHOLDERS

Article 32.       Share certificates of the Company shall be in registered
                  form.

                  MP32

                  The share certificate of the Company shall, aside from matters
                  required by the Company Law and the Special Regulations, also
                  contain other matters
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                  required to be stated therein by the stock exchange(s) on
                  which the Company’s shares are listed.

Article 33.       Share certificates of the Company shall be signed by the
                  Chairman of the Company’s board of directors. Where the stock
                  exchange(s) on which the Company’s shares are listed require
                  other senior officer(s) of the Company to sign on the share
                  certificates, the share certificates shall also be signed by
                  such senior officer(s). The share certificates shall take
                  effect after being sealed or imprinted with the seal of the
                  Company. The share certificate shall only be sealed with the
                  Company’s seal under the authorisation of the board of
                  directors. The signatures of the Chairman of the board of
                  directors or other senior officer(s) of the Company may be
                  printed in mechanical form.

                  MP33, C.1 Zheng Jian Hai Han [1995] No. 1 App.32(1)

Article  34.      The Company shall keep a register of shareholders which
                  shall contain the following particulars:

                  MP34

                  (1) the name (title) and address (residence), the occupation
                  or nature of each shareholder;

                  (2) the class and quantity of shares held by each shareholder;

                  (3) the amount paid-up on or agreed to be paid-up on the
                  shares held by each shareholder;

                  (4) the share certificate number(s) of the shares held by each
                  shareholder;

                  (5) the date on which each person was entered in the register
                  as a shareholder;

                  (6) the date on which any shareholder ceased to be a
                  shareholder.

                  Unless there is evidence to the contrary, the register of
                  shareholders shall be sufficient evidence of the shareholders’
                  shareholdings in the Company.

Article 35.       The Company may, in accordance with the mutual
                  understanding and agreements made between the securities
                  authority of the State Council and overseas securities
                  regulatory organisations, maintain the register of
                  shareholders of Overseas-Listed Foreign-Invested Shares
                  overseas and appoint overseas agent(s) to manage such register
                  of shareholders. The original register of shareholders for
                  holders of H Shares shall be maintained in Hong Kong.

                  MP35, C.2 Zheng Jian Hai Han [1997] No. 1 App.13 Pt.D 1(b)

                  A duplicate register of shareholders for the holders of
                  Overseas-Listed Foreign-Invested Shares shall be maintained at
                  the Company’s residence. The appointed overseas agent(s) shall
                  ensure consistency between the original and the duplicate
                  register of shareholders at all times.
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                  If there is any inconsistency between the original and the
                  duplicate register of shareholders for the holders of
                  Overseas-Listed Foreign-Invested Shares, the original register
                  of shareholders shall prevail.

                  The Company shall make available at its Hong Kong
                  representative office for inspection by the public and
                  shareholders free of charge, and for copying by shareholders
                  at reasonable charges, the following:-

                  (1) a complete duplicate of the register of members;

                  (2) a report showing the state of the issued share capital of
                  the Company;

                  (3) the latest audited Financial Statements and the
                  Directors’, Auditors’ and Supervisors’ Reports;

                  (4) special resolutions of the Company;

                  (5) reports showing the number and nominal value of securities
                  repurchased by the Company since the end of the last financial
                  year, the aggregate amount paid for such securities and the
                  maximum and the minimum prices paid in respect of each class
                  of securities repurchased (with a breakdown between domestic
                  shares and foreign shares);

                  (6) a copy of the latest annual examination report filed with
                  the State Administration of Industry and Commerce; and

                  (7) for shareholders only, copies of the minutes of meetings
                  of shareholders’ meetings.

Article 36.       The Company shall have a complete register of shareholders
                  which shall comprise the following parts:

                  MP36

                  (1) the register of shareholders which is maintained at the
                  Company’s residence (other than those share registers which
                  are described in sub-paragraphs (2) and (3) of this Article);

                  (2) the register of shareholders in respect of the holders of
                  Overseas-Listed Foreign-Invested Shares of the Company which
                  is maintained in the same place as the overseas stock exchange
                  on which the shares are listed; and

                  (3) the register of shareholders which are maintained in such
                  other place as the board of directors may consider necessary
                  for the purposes of the listing of the Company’s shares.

Article 37.       Different parts of the register of shareholders shall not
                  overlap. No transfer
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                  of any shares registered in any part of the register shall,
                  during the continuance of that registration, be registered in
                  any other part of the register.

                  MP37

                  Amendments or rectification of the register of shareholders
                  shall be made in accordance with the laws of the place where
                  the register of shareholders is maintained.

Article 38.       All Overseas-Listed Foreign-Invested Shares shall be
                  transferred by instrument in writing in any usual or common
                  form or any other form which the directors may approve. The
                  instrument of transfer of any share may be executed by hand
                  without seal. If the shareholder is the recognised clearing
                  house or its nominee defined by the Securities and Futures
                  Ordinance (Chapter 571 of the Laws of Hong Kong), the share
                  transfer form may be executed by hand or in
                  mechanically-printed form.

                  C.12 Zheng Jian Hai Han [1995] No. 1

                  All Overseas-Listed Foreign-Invested Shares listed in Hong
                  Kong which have been fully paid-up may be freely transferred
                  in accordance with the Company’s Articles of Association.
                  However, unless such transfer complies with the following
                  requirements, the board of directors may refuse to recognise
                  any instrument of transfer and would not need to provide any
                  reason therefor:

                  (1) a fee of HK$2.50 per instrument of transfer or such higher
                  amount as the board of directors may from time to time require
                  but lesser than the amount agreed from time to time by the
                  Rules Governing the Listing of Securities on the Stock
                  Exchange of Hong Kong Limited ("LISTING RULES") has been paid
                  to the Company for registration of the instrument of transfer
                  and other documents relating to or which will affect the right
                  of ownership of the shares;

                  App.31(1)

                  (2) the instrument of transfer only relates to Foreign-Listed
                  Foreign-Invested Shares listed in Hong Kong;

                  (3) the stamp duty which is chargeable on the instrument of
                  transfer has already been paid;

                  (4) the relevant share certificate(s) and any other evidence
                  which the board of directors may reasonably require to show
                  that the transferor has the right to transfer the shares have
                  been provided;

                  (5) if it is intended that the shares be transferred to joint
                  owners, the maximum number of joint owners shall not be more
                  than four (4);

                  App.31(3)

                  (6) the Company does not have any lien on the relevant shares.

                  App.31(2)

                  If the Company refuses to register any transfer of shares, the
                  Company shall within two (2) months of formal application for
                  the transfer provide the
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                  transferor and transferee with a notice of refusal to register
                  such transfer.

                  The directors, supervisors, general manager, senior deputy
                  general managers, deputy general managers, financial
                  controller and other senior officers of the Company shall
                  report the number of shares which they hold in the Company and
                  may not transfer such shares during their term of office.

Article 39.       No change may be made in the register of shareholders as a
                  result of a transfer of shares within thirty (30) days prior
                  to the date of a shareholders’ general meeting or within five
                  (5) days before the record date for the Company’s distribution
                  of dividends.

                  MP38

Article 40.       When the Company needs to determine the rights attaching
                  to shares in the Company for the purposes of convening a
                  shareholders’ meeting, for dividend distribution, for
                  liquidation or for any other purpose, the board of directors
                  shall decide on a date for the determination of rights
                  attaching to shares in the Company. The shareholders of the
                  Company shall be such persons who appear in the register of
                  shareholders at the close of such determination date.

                  MP39

Article 41.       Any person aggrieved and claiming to be entitled to have
                  his name (title) entered in or removed from the register of
                  shareholders may apply to a court of competent jurisdiction
                  for rectification of the register.

                  MP40

Article 42.       Any person who is a registered shareholder or who claims
                  to be entitled to have his name (title) entered in the
                  register of shareholders in respect of shares in the Company
                  may, if his share certificate (the "original certificate")
                  relating to the shares is lost, apply to the Company for a
                  replacement share certificate in respect of such shares (the
                  "Relevant Shares").

                  MP41, App.37(1)

                  Application by a holder of Domestic-Invested Shares, who has
                  lost his share certificate, for a replacement share
                  certificate shall be dealt with in accordance with Article 150
                  of the Company Law.

                  Application by a holder of Overseas-Listed Foreign Shares, who
                  has lost his share certificate, for a replacement share
                  certificate may be dealt with in accordance with the law of
                  the place where the original register of shareholders of
                  holders of Overseas-Listed Foreign-Invested Shares is
                  maintained, the rules of the stock exchange or other relevant
                  regulations.

                  The issue of a replacement share certificate to a holder of H
                  Shares, who has lost his share certificate, shall comply with
                  the following requirements:

                  (1) The applicant shall submit an application to the Company
                  in a prescribed form accompanied by a notarial certificate or
                  a statutory declaration (i) stating the grounds upon which the
                  application is made and
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                  the circumstances and evidence of the loss; and (ii) declaring
                  that no other person is entitled to have his name entered in
                  the register of shareholders in respect of the Relevant
                  Shares.

                  (2) The Company has not received any declaration made by any
                  person other than the applicant declaring that his name shall
                  be entered into the register of shareholders in respect of
                  such shares before it decides to issue a replacement share
                  certificate to the applicant.

                  (3) The Company shall, if it intends to issue a replacement
                  share certificate, publish a notice of its intention to do so
                  at least once every thirty (30) days within a period of ninety
                  (90) consecutive days in such newspapers as may be prescribed
                  by the board of directors.

                  (4) The Company shall, prior to publication of its intention
                  to issue a replacement share certificate, deliver to the stock
                  exchange on which its shares are listed, a copy of the notice
                  to be published and may publish the notice upon receipt of
                  confirmation from such stock exchange that the notice has been
                  exhibited in the premises of the stock exchange. Such notice
                  shall be exhibited in the premises of the stock exchange for a
                  period of ninety (90) days.

                  In the case of an application which is made without the
                  consent of the registered holder of the Relevant Shares, the
                  Company shall deliver by mail to such registered shareholder a
                  copy of the notice to be published.

                  (5) If, by the expiration of the 90-day period referred to in
                  paragraphs (3) and (4) of this Article, the Company has not
                  have received any challenge from any person in respect of the
                  issuance of the replacement share certificate, it may issue a
                  replacement share certificate to the applicant pursuant to his
                  application.

                  (6) Where the Company issues a replacement share certificate
                  pursuant to this Article, it shall forthwith cancel the
                  original share certificate and document the cancellation of
                  the original share certificate and issuance of a replacement
                  share certificate in the register of shareholders accordingly.

                  (7) All expenses relating to the cancellation of an original
                  share certificate and the issuance of a replacement share
                  certificate shall be borne by the applicant and the Company is
                  entitled to refuse to take any action until reasonable
                  security is provided by the applicant therefor.

Article 43.       Where the Company issues a replacement share certificate
                  pursuant to the Company’s Articles of Association and a bona
                  fide purchaser acquires or becomes the registered owner of
                  such shares, his name (title) shall not be removed from the
                  register of shareholders.

                  MP42
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Article 44.       The Company shall not be liable for any damages sustained
                  by any person by reason of the cancellation of the original
                  share certificate or the issuance of the replacement share
                  certificate unless the claimant is able to prove that the
                  Company has acted in a deceitful manner.

                  MP43

                       CHAPTER 7: SHAREHOLDERS’ RIGHTS AND
                                   OBLIGATIONS

Article 45.       A shareholder of the Company is a person who lawfully
                  holds shares in the Company and whose name (title) is entered
                  in the register of shareholders. A shareholder shall enjoy
                  rights and assume obligations according to the class and
                  amount of shares held by him; shareholders who hold shares of
                  the same class shall enjoy the same rights and assume the same
                  obligations.

                  MP44, App.39

                  In the case of the joint shareholders, if one of the joint
                  shareholders is deceased, only the other existing shareholders
                  of the joint shareholders shall be deemed as the persons who
                  have the ownership of the relevant shares. But the board of
                  directors has the power to require them to provide a
                  certificate of death as necessary for the purpose of modifying
                  the register of shareholders, or any of the joint shareholders
                  of the shares, only the joint shareholders ranking first in
                  the register of shareholders have the right to accept
                  certificates of the relevant shares, receive notices of the
                  Company, attend and vote at shareholders’ general meetings of
                  the Company. Any notice which is delivered to the shareholder
                  shall be considered as all the joint shareholders of the
                  relevant shares who have been delivered.

Article 46.       The ordinary shareholders of the Company shall enjoy the
                  following rights:

                  MP45

                  (1) the right to receive dividends and other distributions in
                  proportion to the number of shares held;

                  (2) the right to attend or appoint a proxy to attend
                  shareholders’ general meetings and to vote thereat;

                  (3) the right of supervisory management over the Company’s
                  business operations and the right to present proposals or to
                  raise queries;

                  (4) the right to transfer shares in accordance with laws,
                  administrative regulations and provisions of the Company’s
                  Articles of Association;

                  (5) the right to obtain relevant information in accordance
                  with the provisions of the Company’s Articles of Association,
                  including:

                        (i) the right to obtain a copy of the Company’s
                        Articles of Association, subject to payment of costs;
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                        (ii) the right to inspect and copy, subject to
                        payment of a reasonable fee:

                              (a) all parts of the register of shareholders;

                              (b)   personal particulars of each of the
                                    Company’s directors, supervisors, general
                                    manager, senior deputy general managers,
                              deputy general managers, financial controller and
                              other senior officers, including:

                                    (aa)  present and former name and alias;

                                    (bb)  principal address (place of
                                          residence);

                                    (cc)  nationality;

                                    (dd)  primary and all other part-time
                                          occupations and duties;

                                    (ee)  identification documents and
                                          the numbers thereof;

                              (c)   report on the state of the Company’s
                                    share capital;

                              (d)   reports showing the aggregate par value,
                                    quantity, highest and lowest price paid in
                                    respect of each class of shares repurchased
                                    by the Company since the end of the last
                                    accounting year and the aggregate amount
                                    paid by the Company for this purpose;

                              (e)   minutes of shareholders’ general
                                    meetings;

                  (6) in the event of the termination or liquidation of the
                  Company, the right to participate in the distribution of
                  surplus assets of the Company in accordance with the number of
                  shares held;

                  (7) other rights conferred by laws, administrative regulations
                  and the Company’s Articles of Association.

Article 47.       The ordinary shareholders of the Company shall assume the
                  following obligations:

                  MP46

                  (1) to comply with the Company’s Articles of Association;

                  (2) to pay subscription monies according to the number of
                  shares subscribed and the method of subscription;
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                  (3) other obligations imposed by laws, administrative
                  regulations and the Company’s Articles of Association.

Article 48.       In addition to the obligations imposed by laws and
                  administrative regulations or required by the listing rules of
                  the stock exchange on which the Company’s shares are listed, a
                  controlling shareholder (as such term is defined in the
                  following Article) shall not exercise his voting rights in
                  respect of the following matters in a manner prejudicial to
                  the interests of all or part of the shareholders of the
                  Company:

                  MP47

                  (1) to relieve a director or supervisor of his duty to act
                  honestly in the best interests of the Company;

                  (2) to approve the expropriation by a director or supervisor
                  (for his own benefit or for the benefit of another person) of
                  the Company’s assets in any way, including (without
                  limitation) opportunities which are beneficial to the Company;

                  (3) to approve the expropriation by a director or supervisor
                  (for his own benefit or for the benefit of another person) of
                  the individual rights of other shareholders, including
                  (without limitation) rights to distributions and voting rights
                  (save pursuant to a restructuring which has been submitted for
                  approval by the shareholders in a general meeting in
                  accordance with the Company’s Articles of Association).

Article 49.       For the purpose of the foregoing Article, a "controlling
                  shareholder" means a person who satisfies any one of the
                  following conditions:

                  MP48

                  (1) a person who, acting alone or in concert with others, has
                  the power to elect more than half of the board of directors;

                  (2) a person who, acting alone or in concert with others, has
                  the power to exercise or to control the exercise of 30 % or
                  more of the voting rights in the Company;

                  (3) a person who, acting alone or in concert with others,
                  holds 30 % or more of the issued and outstanding shares of the
                  Company;

                  (4) a person who, acting alone or in concert with others, has
                  de facto control of the Company in any other way.
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                        CHAPTER 8: SHAREHOLDERS’ GENERAL
                                    MEETINGS

Article 50.       The shareholders’ general meeting is the organ of
                  authority of the Company and shall exercise its functions and
                  powers in accordance with law.

                  MP49

Article 51.       The shareholders’ general meeting shall have the following
                  functions and powers:

                  MP50

                  (1) to decide on the Company’s operational policies and
                  investment plans;

                  (2) to elect and replace directors and to decide on matters
                  relating to the remuneration of directors;

                  (3) to elect and replace supervisors who represent the
                  shareholders and to decide on matters relating to the
                  remuneration of supervisors;

                  (4) to examine and approve the board of directors’ reports;

                  (5) to examine and approve the supervisory committee’s
                  reports;

                  (6) to examine and approve the Company’s proposed annual
                  preliminary and final financial budgets;

                  (7) to examine and approve the Company’s profit distribution
                  plans and loss recovery plans;

                  (8) to decide on the increase or reduction of the Company’s
                  registered capital;

                  (9) to decide on matters such as merger, division, dissolution
                  and liquidation of the Company;

                  (10) to decide on the issue of debentures by the Company;

                  (11) to decide on the appointment, dismissal and
                  non-reappointment of the accountants of the Company;

                  (12) to amend the Company’s Articles of Association;

                  (13) to consider motions raised by shareholders who represent
                  5 % or more of the total number of voting shares of the
                  Company;

                  (14) to decide on other matters which, according to law,
                  administrative regulation or the Company’s Articles of
                  Association, need to be approved by shareholders in general
                  meetings;
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                  (15) matters which the shareholders in a general meeting may
                  authorise the board of directors to carry out on its behalf or
                  which they may sub-delegate to the board of directors.

Article 52.       The Company shall not, without the prior approval of
                  shareholders in a general meeting, enter into any contract
                  with any person (other than a director, supervisor, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer)
                  pursuant to which such person shall be responsible for the
                  management and administration of the whole or any substantial
                  part of the Company’s business.

                  MP51

Article 53.       Shareholders’ general meetings are divided into annual
                  general meetings and extraordinary general meetings.
                  Shareholders’ general meetings shall be convened by the board
                  of directors. Annual general meetings are held once every year
                  and within six (6) months from the end of the preceding
                  financial year.

                  MP52

                  The board of directors shall convene an extraordinary general
                  meeting within two (2) months of the occurrence of any one of
                  the following events:

                  (1) where the number of directors is less than the number
                  stipulated in the Company Law or two-thirds of the number
                  specified in the Company’s Articles of Association;

                  (2) where the unrecovered losses of the Company amount to
                  one-third of the total amount of its share capital;

                  (3) where shareholder(s) holding 10 % or more of the Company’s
                  issued and outstanding voting shares request(s) in writing for
                  the convening of an extraordinary general meeting;

                  (4) whenever the board of directors deems necessary or the
                  supervisory committee so requests.

Article 54.       When the Company convenes a shareholders’ general meeting,
                  written notice of the meeting shall be given forty-five (45)
                  days before the date of the meeting to notify all of the
                  shareholders whose names appear in the share register of the
                  matters to be considered and the date and place of the
                  meeting. A shareholder who intends to attend the meeting shall
                  deliver to the Company his written reply concerning his
                  attendance at such meeting twenty (20) days before the date of
                  the meeting.

                  MP53
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Article 55.       When the Company convenes a shareholders’ annual general
                  meeting, shareholder(s) holding 5% or more of the total voting
                  shares of the Company shall have the right to propose new
                  motions in writing, and the Company shall place such proposed
                  motions on the agenda for such annual general meeting if they
                  are matters falling within the functions and powers of
                  shareholders in general meetings.

                  MP54

Article 56.       The Company shall, based on the written replies which it
                  receives from the shareholders twenty (20) days before the
                  date of the shareholders’ general meeting, calculate the
                  number of voting shares represented by the shareholders who
                  intend to attend the meeting. If the number of voting shares
                  represented by the shareholders who intend to attend the
                  meeting amount to more than one-half of the Company’s total
                  voting shares, the Company may hold the meeting; if not, then
                  the Company shall, within five (5) days, notify the
                  shareholders by way of public announcement the matters to be
                  considered at, and the place and date for, the meeting. The
                  Company may then hold the meeting after publication of such
                  announcement.

                  MP55

                  A shareholders’ extraordinary general meeting shall not decide
                  on any matter not stated in the notice for the meeting.

Article 57.       A notice of a meeting of the shareholders of the Company
                  shall satisfy the following criterion:

                  MP56

                  (1) be in writing;

                  (2) specify the place, date and time of the meeting;

                  (3) state the matters to be discussed at the meeting;

                  (4) provide such information and explanation as are necessary
                  for the shareholders to make an informed decision on the
                  proposals put before them. Without limiting the generality of
                  the foregoing, where a proposal is made to amalgamate the
                  Company with another, to repurchase the shares of the Company,
                  to reorganise its share capital, or to restructure the Company
                  in any other way, the terms of the proposed transaction must
                  be provided in detail together with copies of the proposed
                  agreement, if any, and the cause and effect of such proposal
                  must be properly explained;

                  (5) contain a disclosure of the nature and extent, if any, of
                  the material interests of any director, supervisor, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer in the
                  proposed transaction and the effect which the proposed
                  transaction will have on them in their capacity as
                  shareholders in so far as it is different from the effect on
                  the interests of shareholders of the same class;

                  (6) contain the full text of any special resolution to be
                  proposed at the
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                  meeting;

                  (7) contain a conspicuous statement that a shareholder
                  entitled to attend and vote at such meeting is entitled to
                  appoint one (1) or more proxies to attend and vote at such
                  meeting on his behalf and that a proxy need not be a
                  shareholder;

                  (8) specify the time and place for lodging proxy forms for the
                  relevant meeting.

Article 58.       Notice of shareholders’ general meetings shall be served
                  on each shareholder (whether or not such shareholder is
                  entitled to vote at the meeting), by personal delivery or
                  prepaid airmail to the address of the shareholder as shown in
                  the register of shareholders. For the holders of
                  Domestic-Invested Shares, notice of the meetings may also be
                  issued by way of public announcement.

                  MP57, App.37(1) & 7(3)

                  The public announcement referred to in the preceding paragraph
                  shall be published in one (1) or more national newspapers
                  designated by the securities authority of the State Council
                  within the interval of forty-five (45) days to fifty (50) days
                  before the date of the meeting; after the publication of such
                  announcement, the holders of Domestic-Invested Shares shall be
                  deemed to have received the notice of the relevant
                  shareholders’ general meeting. Such public announcement shall
                  be published in Chinese and English in accordance with Article
                  182.

Article 59.       The accidental omission to give notice of a meeting to, or
                  the failure to receive the notice of a meeting by, any person
                  entitled to receive such notice shall not invalidate the
                  meeting and the resolutions adopted thereat.

                  MP58

Article 60.       Any shareholder who is entitled to attend and vote at a
                  general meeting of the Company shall be entitled to appoint
                  one (1) or more persons (whether such person is a shareholder
                  or not) as his proxies to attend and vote on his behalf, and a
                  proxy so appointed shall be entitled to exercise the following
                  rights pursuant to the authorisation from that shareholder:

                  MP59

                  (1) the shareholders’ right to speak at the meeting;

                  (2) the right to demand or join in demanding a poll;

                  (3) the right to vote by hand or on a poll, but a proxy of a
                  shareholder who has appointed more than one (1) proxy may only
                  vote on a poll.

                  If the shareholder is the recognized clearing house defined by
                  the Securities and Futures Ordinance (Chapter 571 of the Laws
                  of Hong Kong), such shareholder is entitled to appoint one or
                  more persons as his proxies to attend on his behalf at a
                  general meeting or at any class meeting, but, if one or more
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                  persons have such authority, the letter of authorization shall
                  contain the number and class of the shares in connection with
                  such authorization. Such person can exercise the right on
                  behalf of the recognized clearing house (or its attorney) as
                  if he is the individual shareholder of the Company.

Article 61.       The instrument appointing a proxy shall be in writing
                  under the hand of the appointor or his attorney duly
                  authorised in writing, or if the appointor is a legal entity,
                  either under seal or under the hand of a director or a duly
                  authorised attorney. The letter of authorization shall contain
                  the number of the shares to be represented by the attorney. If
                  several persons are authorized as the attorney of the
                  shareholder, the letter of authorization shall specify the
                  number of the shares to be represented by each attorney.

                  MP60

Article 62.       The instrument appointing a voting proxy and, if such
                  instrument is signed by a person under a power of attorney or
                  other authority on behalf of the appointor, a notarially
                  certified copy of that power of attorney or other authority
                  shall be deposited at the residence of the Company or at such
                  other place as is specified for that purpose in the notice
                  convening the meeting, not less than twenty-four (24) hours
                  before the time for holding the meeting at which the proxy
                  propose to vote or the time appointed for the passing of the
                  resolution.

                  MP61

                  If the appointor is a legal person, its legal representative
                  or such person as is authorised by resolution of its board of
                  directors or other governing body may attend any meeting of
                  shareholders of the Company as a representative of the
                  appointor.

Article 63.       Any form issued to a shareholder by the directors for use
                  by such shareholder for the appointment of a proxy to attend
                  and vote at meetings of the Company shall be such as to enable
                  the shareholder to freely instruct the proxy to vote in favour
                  of or against the motions, such instructions being given in
                  respect of each individual matter to be voted on at the
                  meeting. Such a form shall contain a statement that, in the
                  absence of specific instructions from the shareholder, the
                  proxy may vote as he thinks fit.

                  MP62

                  The Company has the right to request a proxy who attends a
                  shareholders’ meeting to provide evidence of his or its
                  identity.

                  If a shareholder which is a legal person appoints its legal
                  representative to attend a meeting on its behalf, the Company
                  has the right to request such legal representative to produce
                  evidence of his or its identity and a notarially certified
                  copy of the resolutions of such shareholder’s board of
                  directors in respect of the appointment of the proxy or the
                  power of attorney executed by such other organisation which
                  has the capacity to appoint the proxy.

Article 64.       A vote given in accordance with the terms of a proxy shall
                  be valid notwithstanding the death or loss of capacity of the
                  appointor or revocation
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                  of the proxy or the authority under which the proxy was
                  executed, or the transfer of the shares in respect of which
                  the proxy is given, provided that the Company did not receive
                  any written notice in respect of such matters before the
                  commencement of the relevant meeting.

                  MP63

Article 65.       Resolutions of shareholders’ general meetings shall be
                  divided into ordinary resolutions and special resolutions.

                  MP64

                  An ordinary resolution must be passed by votes representing
                  more than one-half of the voting rights represented by the
                  shareholders (including proxies) present at the meeting.

                  A special resolution must be passed by votes representing more
                  than two-thirds of the voting rights represented by the
                  shareholders (including proxies) present at the meeting.

Article 66.       A shareholder (including a proxy), when voting at a
                  shareholders’ general meeting, may exercise such voting rights
                  as are attached to the number of voting shares which he
                  represents. Each share shall have one (1) vote.

                  MP65

                  Where any shareholder, under the Listing Rules, is required to
                  abstain from voting on any particular resolution or restricted
                  to voting only for or only against any particular resolution,
                  any votes cast by or on behalf of such shareholder in
                  contravention of such requirement or restriction shall not be
                  counted.

Article 67.       At any shareholders’ general meeting, a resolution shall
                  be decided on a show of hands unless voting by way of a poll
                  is required under the Listing Rules or the listing rules of
                  any other stock exchanges on which the shares of the Company
                  are listed or demanded by the following persons before or
                  after any vote by a show of hands:

                  MP66

                  (1) by the chairman of the meeting;

                  (2) by at least two (2) shareholders present in person or by
                  proxy entitled to vote thereat;

                  (3) by one (1) or more shareholders present in person or by
                  proxy and representing 10 % or more of all shares carrying the
                  right to vote at the meeting, before or after a vote is
                  carried out by a show of hands.
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                  Unless voting by way of a poll is required under the Listing
                  Rules or the listing rules of any other stock exchanges on
                  which the shares of the Company are listed or so demanded, the
                  chairman may declare that a resolution has been passed on a
                  show of hands and the record of such in the minutes of the
                  meeting shall be conclusive evidence of the fact that such
                  resolution has been passed. There is no need to provide
                  evidence of the number or proportion of votes in favour of or
                  against such resolution.

                  The demand for a poll may be withdrawn by the person who
                  demands the same.

Article 68.       A poll demanded on the election of the chairman of the
                  meeting, or on a question of adjournment of the meeting, shall
                  be taken forthwith. A poll demanded on any other question
                  shall be taken at such time as the chairman of the meeting
                  directs, and any business other than that upon which a poll
                  has been demanded may be proceeded with, pending the taking of
                  the poll. The result of the poll shall be deemed to be a
                  resolution of the meeting at which the poll was demanded.

                  MP67

Article 69.       On a poll taken at a meeting, a shareholder (including a
                  proxy) entitled to two (2) or more votes need not cast all his
                  votes in the same way.

                  MP68

Article 70.       In the case of an equality of votes, whether on a show of
                  hands or on a poll, the chairman of the meeting at which the
                  show of hands takes place or at which the poll is demanded
                  shall be have a casting vote.

                  MP69

Article 71.       The following matters shall be resolved by an ordinary
                  resolution at a shareholders’ general meeting:

                  MP70

                  (1) work reports of the board of directors and the supervisory
                  committee;

                  (2) profit distribution plans and loss recovery plans
                  formulated by the board of directors;

                  (3) removal of members of the board of directors and members
                  of the supervisory committee, their remuneration and manner of
                  payment;

                  App.34(3)

                  (4) annual preliminary and final budgets, balance sheets and
                  profit and loss accounts and other financial statements of the
                  Company;

                  (5) matters other than those which are required by the laws
                  and administrative regulations or by the Company’s Articles of
                  Association to be adopted by special resolution.

Article 72.       The following matters shall be resolved by a special
                  resolution at a shareholders’ general meeting:

                  MP71
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                  (1) the increase or reduction in share capital and the issue
                  of shares of any class, warrants and other similar securities;

                  (2) the issue of debentures of the Company;

                  (3) the division, merger, dissolution and liquidation of the
                  Company;

                  (4) amendment of the Company’s Articles of Association;

                  (5) any other matters considered by the shareholders in
                  general meeting, and resolved by way of an ordinary
                  resolution, to be of a nature which may have a material impact
                  on the Company and should be adopted by a special resolution.

Article 73.       Shareholders who request for the convening of an
                  extraordinary general meeting or a class meeting shall comply
                  with the following procedures:

                  MP72

                  (1) Two (2) or more shareholders holding in aggregate 10 % or
                  more of the shares carrying the right to vote at the meeting
                  sought to be held shall sign one (1) or more counterpart
                  requisitions stating the object of the meeting and requiring
                  the board of directors to convene a shareholders’
                  extraordinary general meeting or a class meeting thereof. The
                  board of directors shall as soon as possible proceed to
                  convene the extraordinary general meeting of shareholders or a
                  class meeting thereof after receipt of such requisition(s).
                  The amount of shareholdings referred to above shall be
                  calculated as at the date of deposit of the requisition(s).

                  (2) If the board of directors fails to issue a notice of such
                  a meeting within thirty (30) days from the date of receipt of
                  the requisition(s), the requisitionists may themselves convene
                  such a meeting (in a manner as similar as possible to the
                  manner in which shareholders’ meetings are convened by the
                  board of directors) within four (4) months from the date of
                  receipt of the requisition(s) by the board of directors.

                  Any reasonable expenses incurred by the requisitionists by
                  reason of failure by the board of directors to duly convene a
                  meeting shall be repaid to the requisitionists by the Company
                  and any sum so repaid shall be set-off against sums owed by
                  the Company to the defaulting directors.

Article 74.       The Chairman of the board of directors shall convene and
                  chair every shareholders’ general meeting. If the Chairman is
                  unable to attend the meeting for any reason, the vice-chairman
                  of the board of directors shall convene and chair the meeting.
                  If both the Chairman and vice-chairman of the board of
                  directors are unable to attend the meeting, then the board of
                  directors may designate a director to convene and chair the
                  meeting. If no chairman of the meeting has been so designated,
                  shareholders present shall
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                  choose one (1) person to act as the chairman of the meeting.
                  If for any reason, the shareholders shall fail to elect a
                  chairman, then the shareholder (including a proxy) holding the
                  largest number of shares carrying the right to vote thereat
                  shall be the chairman of the meeting.

                  MP73

Article 75.       The chairman of the meeting shall be responsible for
                  determining whether a resolution has been passed. His
                  decision, which shall be final and conclusive, shall be
                  announced at the meeting and recorded in the minute book.

                  MP74

Article 76.       If the chairman of the meeting has any doubt as to the
                  result of a resolution which has been put to vote at a
                  shareholders’ meeting, he may have the votes counted. If the
                  chairman of the meeting has not counted the votes, any
                  shareholder who is present in person or by proxy and who
                  objects to the result announced by the chairman of the meeting
                  may, immediately after the declaration of the result, demand
                  that the votes be counted and the chairman of the meeting
                  shall have the votes counted immediately.

                  MP75

Article 77.       If votes are counted at a shareholders’ general meeting,
                  the result of the count shall be recorded in the minute book.

                  MP76

Article 78.       The minutes, shareholders’ attendance lists and proxy
                  forms shall be kept at the Company’s place of residence.

                  MP76

Article 79.       Copies of the minutes of proceedings of any shareholders’
                  meeting shall, during business hours of the Company, be open
                  for inspection by any shareholder without charge. If a
                  shareholder requests for a copy of such minutes from the
                  Company, the Company shall send a copy of such minutes to him
                  within seven (7) days after receipt of reasonable fees
                  therefor.

                  MP77

                    CHAPTER 9: SPECIAL PROCEDURES FOR VOTING
                           BY A CLASS OF SHAREHOLDERS

Article 80.       Those shareholders who hold different classes of shares
                  are class shareholders.

                  MP78

                  Class shareholders shall enjoy rights and assume obligations
                  in accordance with laws, administrative regulations and the
                  Company’s Articles of Association.

Article 81.       Rights conferred on any class of shareholders ("class
                  rights") may not be varied or abrogated save with the approval
                  of a special resolution of shareholders in a general meeting
                  and by holders of shares of that class at a separate meeting
                  conducted in accordance with Articles 83 to 87.

                  MP79

Article 82.       The following circumstances shall be deemed to be
                  variation or abrogation
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                  of the rights attaching to a particular class of shares:

                  MP80

                  (1) to increase or decrease the number of shares of that
                  class, or to increase or decrease the number of shares of a
                  class having voting or equity rights or privileges equal or
                  superior to those of shares of that class;

                  (2) to exchange all or part of the shares of that class for
                  shares of another class or to exchange or to create a right to
                  exchange all or part of the shares of another class for shares
                  of that class;

                  (3) to remove or reduce rights to accrued dividends or rights
                  to cumulative dividends attached to shares of that class;

                  (4) to reduce or remove preferential rights attached to shares
                  of that class to receive dividends or to the distribution of
                  assets in the event that the Company is liquidated;

                  (5) to add, remove or reduce conversion privileges, options,
                  voting rights, transfer or pre-emptive rights, or rights to
                  acquire securities of the Company attached to shares of that
                  class;

                  (6) to remove or reduce rights to receive payment payable by
                  the Company in particular currencies attached to shares of
                  that class;

                  (7) to create a new class of shares having voting or equity
                  rights or privileges equal or superior to those of the shares
                  of that class;

                  (8) to restrict the transfer or ownership of shares of that
                  class or to increase the types of restrictions attaching
                  thereto;

                  (9) to allot and issue rights to subscribe for, or to convert
                  the existing shares into, shares in the Company of that class
                  or another class;

                  (10) to increase the rights or privileges of shares of another
                  class;

                  (11) to restructure the Company in such a way so as to result
                  in the disproportionate distribution of obligations between
                  the various classes of shareholders;

                  (12) to vary or abrogate the provisions of this Chapter.

Article 83.       Shareholders of the affected class, whether or not
                  otherwise having the right to vote at shareholders’ general
                  meetings, have the right to vote at class meetings in respect
                  of matters concerning sub-paragraphs (2) to (8), (11) and (12)
                  of Article 82, but interested shareholder(s) shall not be
                  entitled to vote at such class meetings.

                  MP81
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                  "(An) interested shareholder(s)", as such term is used in the
                  preceding paragraph, means:

                  (1) in the case of a repurchase of shares by way of a general
                  offer to all shareholders of the Company or by way of public
                  dealing on a stock exchange pursuant to Article 25, a
                  "controlling shareholder" within the meaning of Article 49;

                  (2) in the case of a repurchase of shares by an off-market
                  agreement pursuant to Article 25, a holder of the shares to
                  which the proposed agreement relates;

                  (3) in the case of a restructuring of the Company, a
                  shareholder who assumes a relatively lower proportion of
                  obligation than the obligations imposed on shareholders of
                  that class under the proposed restructuring or who has an
                  interest in the proposed restructuring different from the
                  general interests of the shareholders of that class.

Article 84.       Resolutions of a class of shareholders shall be passed by
                  votes representing more than two-thirds of the voting rights
                  of shareholders of that class represented at the relevant
                  meeting who, according to Article 83, are entitled to vote
                  thereat.

                  MP82

Article 85.       Written notice of a class meeting shall be given to all
                  shareholders who are registered as holders of that class in
                  the register of shareholders forty-five (45) days before the
                  date of the class meeting. Such notice shall give such
                  shareholders notice of the matters to be considered at such
                  meeting, the date and the place of the class meeting. A
                  shareholder who intends to attend the class meeting shall
                  deliver his written reply in respect thereof to the Company
                  twenty (20) days before the date of the class meeting.

                  MP83

                  If the shareholders who intend to attend such class meeting
                  represent more than half of the total number of shares of that
                  class which have the right to vote at such meeting, the
                  Company may hold the class meeting; if not, the Company shall
                  within five (5) days give the shareholders further notice of
                  the matters to be considered, the date and the place of the
                  class meeting by way of public announcement. The Company may
                  then hold the class meeting after such public announcement has
                  been made.

Article 86.       Notice of class meetings need only be served on
                  shareholders entitled to vote thereat.

                  MP84

                  Class meetings shall be conducted in a manner which is as
                  similar as possible to that of shareholders’ general meetings.
                  The provisions of the Company’s Articles of Association
                  relating to the manner for the conduct of shareholders’
                  general meetings are also applicable to class meetings.
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Article 87.       Apart from the holders of other classes of shares, the
                  holders of the Domestic-Invested Shares and holders of
                  Overseas-Listed Foreign-Invested Shares shall be deemed to be
                  holders of different classes of shares.

                  App. 13 Pt. D 1(f)

                  The special procedures for approval by a class of shareholders
                  shall not apply in the following circumstances:

                  MP85 C.3 Zheng Jian Hai Han [1995] No. 3

                  (1) where the Company issues, upon the approval by special
                  resolution of its shareholders in a general meeting, either
                  separately or concurrently once every twelve (12) months, not
                  more than 20% of each of its existing issued Domestic-Invested
                  Shares and Overseas-Listed Foreign-Invested Shares; or

                  App.13 Pt.D 1f(i)

                  (2) where the Company’s plan to issue Domestic-Invested Shares
                  and Overseas-Listed Foreign-Invested Shares at the time of its
                  establishment is carried out within fifteen (15) months from
                  the date of approval of the securities authority of the State
                  Council.

                  App.13 Pt.D 1f(ii)

                         CHAPTER 10: BOARD OF DIRECTORS

Article 88.       The Company shall have a board of directors. The board of
                  directors shall consist of thirteen (13) directors. The board
                  of directors shall have one (1) Chairman, two (2)
                  Vice-chairman(s) and twelve (10) directors, of which three (3)
                  independent (non-executive) directors.

                  MP86

                  The board of directors shall have nine (9) outside directors,
                  who shall not hold office within the Company.

Article 89.       Directors shall be elected at the shareholders’ general
                  meeting each for a term of three (3) years. At the expiry of a
                  director’s term, the term is renewable upon re-election.

                  The period for lodgement of notices in writing to the Company
                  of the intention to propose a person for election as a
                  director and of such person’s consent to be elected shall be
                  at least 7 days and which shall commence no earlier than the
                  day after the despatch of the notice of the general meeting
                  convened to consider such election and shall end no later than
                  7 days prior to the date of such general meeting.

                  MP87, C.4 Zheng Jian Hai Han [1995] No. 1 App.34(3)-4(5)

                  The Chairman and the Vice-chairman shall be elected and
                  removed by more than one-half of all of the members of the
                  board of directors. The term of office of each of the Chairman
                  and the Vice-chairman is three (3) years, which term is
                  renewable upon re-election.

                                       30



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 35454 Validation: Y   Lines: 57 BOM  H02098  701.01.33.00 0/1

                  Subject to compliance with all relevant laws and
                  administrative regulations, the shareholders’ general meeting
                  may by ordinary resolution remove any director before the
                  expiration of his term of office. However, the director’s
                  right to claim for damages which arises out from his removal
                  shall not be affected thereby.

                  The Directors shall not be required to hold qualifying shares.

Article 90.       The board of directors is accountable to the shareholders
                  in general meeting and exercises the following functions and
                  powers:

                  MP88

                  (1) to be responsible for the convening of the shareholders’
                  general meeting and to report on its work to the shareholders
                  in general meetings;

                  (2) to implement the resolutions passed by the shareholders in
                  general meetings;

                  (3) to determine the Company’s business plans and investment
                  proposals;

                  (4) to formulate the Company’s annual preliminary and final
                  financial budgets;

                  (5) to formulate the Company’s profit distribution proposal
                  and loss recovery proposal;

                  (6) to formulate proposals for the increase or reduction of
                  the Company’s registered capital and for the issuance of the
                  Company’s debentures;

                  (7) to draw up plans for the merger, division or dissolution
                  of the Company;

                  (8) to decide on the Company’s internal management structure;

                  (9) to appoint or remove the Company’s general manager and to
                  appoint or remove the senior deputy general managers, deputy
                  general managers and other senior officers (including the
                  financial controller(s) of the Company) and, based on the
                  recommendations of the general manager, to decide on their
                  remuneration;

                  (10) to formulate the Company’s basic management system;

                  (11) to formulate proposals for any amendment of the Company’s
                  Articles of Association;

                  (12) to exercise any other powers conferred by the
                  shareholders in general meetings.
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                  Other than the board of directors’ resolutions in respect of
                  the matters specified in sub-paragraphs (6), (7) and (11) of
                  this Article which shall be passed by the affirmative vote of
                  more than two-thirds of all the directors, the board of
                  directors’ resolutions in respect of all other matters may be
                  passed by the affirmative vote of a simple majority of the
                  directors.

Article 91.       The board of directors shall not, without the prior
                  approval of shareholders in a general meeting, dispose or
                  agree to dispose of any fixed assets of the Company where the
                  aggregate of the amount or value of the consideration for the
                  proposed disposition, and the amount or value of the
                  consideration for any such disposition of any fixed assets of
                  the Company that has been completed in the period of four (4)
                  months immediately preceding the proposed disposition, exceeds
                  33 % of the value of the Company’s fixed assets as shown in
                  the latest balance sheet which was tabled at a shareholders’
                  general meeting.

                  MP89

                  For the purposes of this Article, "disposition" includes an
                  act involving the transfer of an interest in assets but does
                  not include the usage of fixed assets for the provision of
                  security.

                  The validity of a disposition by the Company shall not be
                  affected by any breach of the first paragraph of this Article.

Article 92.       The Chairman of the board of directors shall exercise the
                  following powers:

                  MP90

                  (1) to preside over shareholders’ general meetings and to
                  convene and preside over meetings of the board of directors;

                  (2) to check on the implementation of resolutions passed by
                  the board of directors at directors’ meetings;

                  (3) to sign the securities certificates issued by the Company;

                  (4) to exercise other powers conferred by the board of
                  directors.

                  When the Chairman is unable to exercise his powers, such
                  powers shall be exercised by the Vice-chairman who has been
                  designated by the Chairman to exercise such powers on his
                  behalf.

Article 93.       Meetings of the board of directors shall be held at least
                  four times every year and shall be convened by the Chairman of
                  the board of directors. Where there is an urgent matter, an
                  extraordinary meeting of the board of directors may be held if
                  it is so requested by more than one-third of the directors,
                  the Chairman of the board of directors or the Company’s
                  general manager.

                  MP91

Article 94.       Notice of meetings and extraordinary meetings of the board
                  of directors shall
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                  be delivered in person, by facsimile, by express delivery
                  service or by registered mail. The time limit for the delivery
                  of notice of meetings and extraordinary meetings of the board
                  of directors shall be at least fourteen (14) days and ten (10)
                  days respectively before the meeting.

                  MP92

Article 95.       Notice of a meeting shall be deemed to have been given to
                  any director who attends the meeting without protesting
                  against, before or at its commencement, any lack of notice.

Article 96.       Any regular or extraordinary meeting of the board of
                  directors may be held by way of telephone conferencing or
                  similar communication equipment so long as all directors
                  participating in the meeting can clearly hear and communicate
                  with each other. All such directors shall be deemed to be
                  present in person at the meeting.

Article 97.       Meetings of the board of directors shall be held only if
                  more than half of the directors (including any alternate
                  director appointed pursuant to Article 98 of the Company’s
                  Articles of Association) are present.

                  MP93, App.34(1)

                  Each director shall have one (1) vote. Unless otherwise
                  provided for in the Company’s Articles of Association, a
                  resolution of the board of directors must be passed by more
                  than half of all of the directors of the Company. A resolution
                  of the board of directors relating to connected transactions
                  shall be signed by independent (non-executive) directors
                  before coming into effect.

                  Where there is an equality of votes cast both for and against
                  a resolution, the Chairman of the board of directors shall
                  have a casting vote.

                  A director shall not vote on any board resolution in which he
                  or any of his associates has a material interest nor shall he
                  be counted in the quorum present at the same board meeting.
                  The relevant transaction shall be dealt with by way of a board
                  meeting and not by way of circulation of written board
                  resolution. If an independent non-executive director (and
                  whose associates) has no material interests in the
                  transaction, he should be present at such board meeting. In
                  this Article, "associate" has the same meaning as defined in
                  the Listing Rules. If any stock exchange where the shares of
                  the Company are listed sets out more stringent rules in
                  relation to the matters in relation to which any director
                  should abstain from voting, the directors should comply with
                  the more stringent rules.

Article 98.       Directors shall attend the meetings of the board of
                  directors in person. Where a director is unable to attend a
                  meeting for any reason, he may by a written power of attorney
                  appoint another director to attend the meeting on his behalf.
                  The power of attorney shall set out the scope of the
                  authorisation.

                  MP94

                  A Director appointed as a representative of another director
                  to attend the meeting shall exercise the rights of a director
                  within the scope of authority
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                  conferred by the appointing director. Where a director is
                  unable to attend a meeting of the board of directors and has
                  not appointed a representative to attend the meeting on his
                  behalf, he shall be deemed to have waived his right to vote at
                  the meeting.

Article 99.       In respect of any matter which needs to be determined by
                  the board of directors at an extraordinary meeting of the
                  board of directors and where the board of directors has
                  already sent out written notice of matters to be decided at
                  such meeting and the number of directors who have signified
                  their consent thereto reaches the amount set out in Article
                  97, a valid resolution shall be deemed to be passed and there
                  is no need to hold a board of directors’ meeting.

Article 100.      The board of directors shall keep minutes of resolutions
                  passed at meetings of the board of directors. The minutes
                  shall be signed by the directors present at the meeting and
                  the person who recorded the minutes. The directors shall be
                  liable for the resolutions of the board of directors. If a
                  resolution of the board of directors violates the laws,
                  administrative regulations or the Company’s Articles of
                  Association and the Company suffers serious losses as a result
                  thereof, the directors who participated in the passing of such
                  resolution are liable to compensate the Company therefor.
                  However, if it can be proven that a director expressly
                  objected to the resolution when the resolution was voted on,
                  and that such objection was recorded in the minutes of the
                  meeting, such director may be released from such liability.

                  MP95

                       CHAPTER 11: SECRETARY OF THE BOARD
                                  OF DIRECTORS

Article 101.      The Company shall have one (1) secretary of the board of
                  directors. The secretary shall be a senior officer of the
                  Company.

                  MP96

Article 102.      The secretary of the Company’s board of directors shall
                  be a natural person who has the requisite professional
                  knowledge and experience, and shall be appointed by the board
                  of directors. His primary responsibilities are to ensure that:

                  MP97

                  (1) to organise board meetings and general meetings of the
                  Company, and to ensure that the Company has complete
                  organisation documents and records;

                  (2) minutes of the meetings of the board of directors shall be
                  circulated to all directors for their signature and records
                  within 14 days after the board meeting is held and be made
                  available for inspection;

                  (3) the Company prepares and delivers, in accordance with law,
                  those reports and documents required by competent authorities
                  entitled thereto;
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                  (4) the Company’s registers of shareholders are properly
                  maintained, and that persons entitled to receive the Company’s
                  records and documents are furnished therewith without delay.

Article 103.      A director or other senior officer of the Company may
                  also act as the secretary of the board of directors. The
                  certified public accountancy firm which has been appointed by
                  the Company to act as its auditors shall not act as the
                  secretary of the board of directors.

                  MP98

                  Where the office of secretary is held concurrently by a
                  director, and an act is required to be done by a director and
                  a secretary separately, the person who holds the office of
                  director and secretary may not perform the act in a dual
                  capacity.

                           CHAPTER 12: GENERAL MANAGER

Article 104.      The Company shall have a general manager, senior deputy
                  general managers, deputy general managers, financial
                  controller. The general manager proposed by the Chairman of
                  the board of directors shall be appointed or dismissed by the
                  board of directors. Senior deputy general managers, deputy
                  general managers and financial controller proposed by the
                  general manager shall be appointed or dismissed by the board
                  of the directors. A member of the board of directors may act
                  concurrently as the general manager, senior deputy general
                  managers, deputy general managers, financial controller or
                  other senior officers.

                  MP99

Article 105.      The general manager shall be accountable to the board of
                  directors and shall exercise the following functions and
                  powers:

                  MP100

                  (1) to be in charge of the Company’s production, operation and
                  management and to organise the implementation of the
                  resolutions of the board of directors;

                  (2) to organise the implementation of the Company’s annual
                  business plan and investment proposal;

                  (3) to draft plans for the establishment of the Company’s
                  internal management structure;

                  (4) to draft the Company’s basic management system;

                  (5) to formulate concrete rules and regulations for the
                  Company;

                  (6) to propose the appointment or dismissal by the board of
                  directors of the Company’s senior deputy general managers,
                  deputy general managers,
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                  financial controller and other senior officers ;

                  (7) to appoint or dismiss management personnel other than
                  those required to be appointed or dismissed by the board of
                  directors;

                  (8) other powers conferred by the Company’s Articles of
                  Association and the board of directors.

Article 106.      The general manager shall attend meetings of the board of
                  directors. The general manager, who is not a director, does
                  not have any voting rights at board meetings.

                  MP101

Article 107.      The general manager and senior deputy general managers,
                  deputy general managers and financial controller performing
                  their functions and powers, shall act honestly and diligently
                  and in accordance with laws, administrative regulations and
                  the Company’s Articles of Association.

                  MP102

                        CHAPTER 13: SUPERVISORY COMMITTEE

Article 108.      The Company shall have a supervisory committee.

                  MP103

Article 109.      The supervisory committee shall compose of seven (7)
                  supervisors. One of the members of the supervisory committee
                  shall act as the chairman. Each supervisor shall serve for a
                  term of three (3) years, which term is renewable upon
                  re-election and re-appointment.

                  MP104, C.5 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D 1(d)(i)

                  The election or removal of the chairman of the supervisory
                  committee shall be determined by two-thirds or more of the
                  members of the supervisory committee.

                  The chairman shall serve for a term of three (3) years, which
                  term is renewable upon re-election and re-appointment.

Article 110.      The supervisory committee shall comprise of four (6)
                  supervisors who shall represent the shareholders, and who
                  shall be elected or removed by the shareholders in general
                  meetings, and one (1) supervisor who shall represent the
                  employees of the Company and who shall be elected or removed
                  democratically thereby.

                  MP105

Article 111.      The directors, general manager, senior deputy general
                  managers, deputy general managers and financial controller
                  shall not act concurrently as supervisors.

                  MP106

Article 112.      1 Meetings of the supervisory committee shall be held at
                  least once every year, and shall be convened by the chairman
                  of the supervisory committee.

                  MP107
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Article 113.      The supervisory committee shall be accountable to the
                  shareholders in a general meeting and shall exercise the
                  following functions and powers in accordance with law:

                  MP108

                  (1) to review the Company’s financial position;

                  (2) to supervise the directors, general manager, senior deputy
                  general managers, deputy general managers, financial
                  controller and other senior officers to ensure that they do
                  not act in contravention of any law, regulation or the
                  Company’s Articles of Association;

                  (3) to demand any director, general manager, senior deputy
                  general manager, deputy general manager, financial controller
                  or any other senior officer who acts in a manner which is
                  harmful to the Company’s interest to rectify such behaviour;

                  (4) to check the financial information such as the financial
                  report, business report and plans for distribution of profits
                  to be submitted by the board of directors to the shareholders’
                  general meetings and to authorise, in the Company’s name,
                  publicly certified and practising accountants to assist in the
                  re-examination of such information should any doubt arise in
                  respect thereof;

                  (5) to propose to convene a shareholders’ extraordinary
                  general meeting;

                  (6) to represent the Company in negotiations with or in
                  bringing actions against a director;

                  (7) other functions and powers specified in the Company’s
                  Articles of Association.

                  Supervisors shall attend meetings of the board of directors.

Article 114.      Meetings of the supervisory committee shall be held only
                  if three (3) or more supervisors are present. Resolutions of
                  the supervisory committee shall be passed by the affirmative
                  vote of more than two-thirds of all of its members.

                  MP109, C.6 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D
                  1(d)(ii)

Article 115.      All reasonable fees incurred in respect of the employment
                  of professionals (such as, lawyers, certified public
                  accountants or practising auditors) which are required by the
                  supervisory committee in the exercise of its functions and
                  powers shall be borne by the Company.

                  MP110

Article 116.      A supervisor shall carry out his duties honestly and
                  faithfully in accordance with laws, administrative regulations
                  and the Company’s Articles of
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                  Association.

                  MP111

           CHAPTER 14: THE QUALIFICATIONS AND DUTIES OF THE DIRECTORS,
         SUPERVISORS, GENERAL MANAGER, SENIOR DEPUTY GENERAL MANAGERS,
                            DEPUTY GENERAL MANAGERS,
                FINANCIAL CONTROLLER AND OTHER SENIOR OFFICERS OF
                                   THE COMPANY

Article 117.      A person may not serve as a director, supervisor, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or any other senior officer of
                  the Company if any of the following circumstances apply:

                  MP112

                  (1) a person who does not have or who has limited capacity for
                  civil conduct;

                  (2) a person who has been sentenced for corruption, bribery,
                  infringement of property or misappropriation of property or
                  other crimes which destroy the social economic order, where
                  less than a term of five (5) years has lapsed since the
                  sentence was served, or a person who has been deprived of his
                  political rights and not more than five (5) years have lapsed
                  since the sentence was served;

                  (3) a person who is a former director, factory manager or
                  manager of a company or enterprise which has been dissolved or
                  put into liquidation as a result of mismanagement and who was
                  personally liable for the winding up of such company or
                  enterprise, where less than three (3) years have elapsed since
                  the date of completion of the insolvent liquidation of the
                  company or enterprise;

                  (4) a person who is a former legal representative of a company
                  or enterprise the business licence of which was revoked due to
                  violation of law and who are personally liable therefor, where
                  less than three (3) years have elapsed since the date of the
                  revocation of the business licence;

                  (5) a person who has a relatively large amount of debts which
                  have become overdue;

                  (6) a person who is currently under investigation by judicial
                  organs for violation of criminal law;

                  (7) a person who, according to laws and administrative
                  regulations, cannot act as a leader of an enterprise;

                  (8) a person other than a natural person;

                                       38



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 11974 Validation: Y   Lines: 66 BOM  H02098  701.01.41.00 0/1

                  (9) a person who has been convicted by the competent authority
                  for violation of relevant securities regulations and such
                  conviction involves a finding that such person has acted
                  fraudulently or dishonestly, where not more than five (5)
                  years have lapsed from the date of such conviction.

Article 118.      The validity of an act carried out by a director, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer of the
                  Company on its behalf shall, as against a bona fide third
                  party, shall not be affected by any irregularity in his
                  office, election or any defect in his qualification.

                  MP113

Article 119.      In addition to the obligations imposed by laws,
                  administrative regulations or the listing rules of the stock
                  exchange on which shares of the Company are listed, each of
                  the Company’s directors, supervisors, general manager, senior
                  deputy general managers, deputy general managers and other
                  senior officers owes a duty to each shareholder, in the
                  exercise of the functions and powers of the Company entrusted
                  to him:

                  MP114

                  (1) not to cause the Company to exceed the scope of business
                  stipulated in its business licence;

                  (2) to act honestly and in the best interests of the Company;

                  (3) not to expropriate the Company’s property in any way,
                  including (without limitation) usurpation of opportunities
                  which benefit the Company;

                  (4) not to expropriate the individual rights of shareholders,
                  including (without limitation) rights to distribution and
                  voting rights, save and except pursuant to a restructuring of
                  the Company which has been submitted to the shareholders for
                  approval in accordance with the Company’s Articles of
                  Association.

Article 120.      Each of the Company’s directors, supervisors, general manager,
                  senior deputy general managers, deputy general managers,
                  financial controller and other senior officers owes a duty, in
                  the exercise of his powers and in the discharge of his duties,
                  to exercise the care, diligence and skill that a reasonably
                  prudent person would exercise in comparable circumstances.

                  MP115

Article 121.      Each of the Company’s directors, supervisors, general
                  manager, senior deputy general managers, deputy general
                  managers, financial controller and other senior officers shall
                  exercise his powers or perform his duties in accordance with
                  the fiduciary principle; and shall not put himself in a
                  position where his duty and his interest may conflict. This
                  principle includes (without limitation) discharging the
                  following obligations:

                  MP116

                  (1) to act honestly in the best interests of the Company;
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                  (2) to act within the scope of his powers and not to exceed
                  such powers;

                  (3) to exercise the discretion vested in him personally and
                  not to allow himself to act under the control of another and,
                  unless and to the extent permitted by laws, administrative
                  regulations or with the informed consent of shareholders given
                  in a general meeting, not to delegate the exercise of his
                  discretion;

                  (4) to treat shareholders of the same class equally and to
                  treat shareholders of different classes fairly;

                  (5) unless otherwise provided for in the Company’s Articles of
                  Association or except with the informed consent of the
                  shareholders given in a general meeting, not to enter into any
                  contract, transaction or arrangement with the Company;

                  (6) not to use the Company’s property for his own benefit,
                  without the informed consent of the shareholders given in a
                  general meeting;

                  (7) not to exploit his position to accept bribes or other
                  illegal income or expropriate the Company’s property in any
                  way, including (without limitation) opportunities which
                  benefit the Company;

                  (8) not to accept commissions in connection with the Company’s
                  transactions, without the informed consent of the shareholders
                  given in a general meeting;

                  (9) to comply with the Company’s Articles of Association, to
                  perform his official duties faithfully, to protect the
                  Company’s interests and not to exploit his position and power
                  in the Company to advance his own interests;

                  (10) not to compete with the Company in any way, save with the
                  informed consent of the shareholders given in a general
                  meeting;

                  (11) not to misappropriate the Company’s funds or to lend such
                  funds to any other person, not to use the Company’s assets to
                  set up deposit accounts in his own name or in the any other
                  name or to use such assets to guarantee the debts of a
                  shareholder of the Company or any other personal liabilities;

                  (12) not to release any confidential information which he has
                  obtained during his term of office, without the informed
                  consent of the shareholders in a general meeting; nor shall he
                  use such information otherwise than for the Company’s benefit,
                  save that disclosure of such information to the court or other
                  governmental authorities is permitted if:
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                        (i) disclosure is made under compulsion of law;

                        (ii) public interests so warrants;

                        (iii) the interests of the relevant director,
                  supervisor, general manager, senior deputy general manager,
                  deputy general manager or other senior officer so requires;

                  (13) strictly comply with the relevant laws and regulations
                  and the relevant rules of the stock exchanges on which the
                  shares of the Company are listed in respect of dealings with
                  the securities of the Company.

Article 122.      Each director, supervisor, general manager, deputy
                  general manager, financial controller and other senior officer
                  of the Company shall not direct the following persons or
                  institutions ("associates") to act in a manner which he is
                  prohibited from so acting:

                  MP117

                  (1) the spouse or minor child of the director, supervisor,
                  general manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer;

                  (2) the trustee of the director, supervisor, general manager,
                  senior deputy general manager, deputy general manager,
                  financial controller or other senior officer or of any person
                  described in sub-paragraph (1) above;

                  (3) the partner of that director, supervisor, general manager,
                  senior deputy general manager, deputy general manager,
                  financial controller or other senior officer or any person
                  referred to in sub-paragraphs (1) and (2) of this Article;

                  (4) a company in which that director, supervisor, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer, whether
                  alone or jointly with one (1) or more of the persons referred
                  to in sub-paragraphs (l), (2) and (3) of this Article and
                  other directors, supervisors, general manager, senior deputy
                  general managers, deputy general managers, financial
                  controller and other senior officers, has de facto controlling
                  interest;

                  (5) the directors, supervisors, general manager, senior deputy
                  general managers, deputy general managers and other senior
                  officers of a company which is being controlled in the manner
                  set out in sub-paragraph (4) above.

Article 123.      The fiduciary duties of the directors, supervisors,
                  general manager, senior deputy general managers, deputy
                  general managers, financial controller and other senior
                  officers of the Company do not necessarily cease with the
                  termination of their tenure. The duty of confidentiality in
                  respect of trade
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                  secrets of the Company survives the termination of their
                  tenure. Other duties may continue for such period as the
                  principle of fairness may require depending on the amount of
                  time which has lapsed between the termination and the act
                  concerned and the circumstances and the terms under which the
                  relationship between the relevant director, supervisor,
                  general manager, senior deputy general manager, deputy general
                  manager and the senior officer on the on hand and the Company
                  on the other hand was terminated.

                  MP118

Article 124.      Subject to Article 48, a director, supervisor, general
                  manager, senior deputy general manager, deputy general
                  manager, financial controller or other senior officer of the
                  Company may be relieved of liability for specific breaches of
                  his duty with the informed consent of the shareholders given
                  at a general meeting.

                  MP119

Article 125.      Where a director, supervisor, general manager, senior
                  deputy general manager, deputy general manager, financial
                  controller or other senior officer of the Company is in any
                  way, directly or indirectly, materially interested in a
                  contract, transaction or arrangement or proposed contract,
                  transaction or arrangement with the Company, (other than his
                  contract of service with the Company), he shall declare the
                  nature and extent of his interests to the board of directors
                  at the earliest opportunity, whether or not the contract,
                  transaction or arrangement or proposal therefor is otherwise
                  subject to the approval of the board of directors.

                  MP120

                  Unless the interested director, supervisor, general manager,
                  senior deputy general manager, deputy general manager,
                  financial controller or other senior officer discloses his
                  interests in accordance with the preceding sub-paragraph of
                  this Article and the contract, transaction or arrangement is
                  approved by the board of directors at a meeting in which the
                  interested director, supervisor, general manager, senior
                  deputy general manager, deputy general manager or other senior
                  officer is not counted as part of the quorum and refrains from
                  voting, a contract, transaction or arrangement in which that
                  director, supervisor, general manager, deputy general manager
                  or other senior officer is materially interested is voidable
                  at the instance of the Company except as against a bona fide
                  party thereto who does not have notice of the breach of duty
                  by the interested director, supervisor, general manager,
                  deputy general manager, financial controller or other senior
                  officer.

                  For the purposes of this Article, a director, supervisor,
                  general manager, Senior deputy general manager, deputy general
                  manager financial controller or other senior officer of the
                  Company is deemed to be interested in a contract, transaction
                  or arrangement in which his associate is interested.

Article 126.      Where a director, supervisor, general manager, senior
                  deputy general manager, deputy general manager, financial
                  controller or other senior officer of the Company gives to the
                  board of directors a notice in writing stating that,
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                  by reason of the facts specified in the notice, he is
                  interested in contracts, transactions or arrangements which
                  may subsequently be made by the Company, that notice shall be
                  deemed for the purposes of the preceding Article to be a
                  sufficient declaration of his interests, so far as the content
                  stated in such notice is concerned, provided that such notice
                  shall have been given before the date on which the question of
                  entering into the relevant contract, transaction or
                  arrangement is first taken into consideration by the Company.

                  MP121

Article 127.      The Company shall not pay taxes for or on behalf of a
                  director, supervisor, general manager, senior deputy general
                  manager, deputy general manager, financial controller or other
                  senior officer in any manner.

                  MP122

Article 128.      The Company shall not directly or indirectly make a loan
                  to or provide any guarantee in connection with the making of a
                  loan to a director, supervisor, general manager, deputy
                  general manager, financial controller or other senior officer
                  of the Company or of the Company’s holding company or any of
                  their respective associates.

                  MP123

                  The foregoing prohibition shall not apply to the following
                  circumstances:

                  (1) the provision by the Company of a loan or a guarantee in
                  connection with the making of a loan to its subsidiary:

                  (2) the provision by the Company of a loan or a guarantee in
                  connection with the making of a loan or any other funds
                  available to any of its directors, supervisors, general
                  manager, senior deputy general managers, deputy general
                  managers, financial controller and other senior officers to
                  meet expenditure incurred or to be incurred by him for the
                  purposes of the Company or for the purpose of enabling him to
                  perform his duties properly, in accordance with the terms of a
                  service contract approved by the shareholders in a general
                  meeting;

                  (3) if the ordinary course of business of the Company includes
                  the lending of money or the giving of guarantees, the Company
                  may make a loan to or provide a guarantee in connection with
                  the making of a loan to any of the relevant directors,
                  supervisors, general manager, senior deputy general managers,
                  deputy general managers, financial controller and other senior
                  officers or their respective associates in the ordinary course
                  of its business on normal commercial terms.

Article 129.      Any person who receives funds from a loan which has been
                  made by the Company acting in breach of the preceding Article
                  shall, irrespective of the terms of the loan, forthwith repay
                  such funds.

                  MP124

Article 130.      A guarantee for the repayment of a loan which has been
                  provided by the Company acting in breach of Article 128(1)
                  shall not be enforceable against
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                  the Company, save in respect of the following circumstances:

                  MP125

                  (1) the guarantee was provided in connection with a loan which
                  was made to an associate of any of the directors, supervisors,
                  general manager, senior deputy general managers, deputy
                  general managers, financial controller and other senior
                  officers of the Company or of the Company’s holding company
                  and the lender of such funds did not know of the relevant
                  circumstances at the time of the making of the loan; or

                  (2) the collateral which has been provided by the Company has
                  already been lawfully disposed of by the lender to a bona fide
                  purchaser.

Article 131.      For the purposes of the foregoing provisions of this
                  Chapter, a "guarantee" includes an undertaking or property
                  provided to secure the obligor’s performance of his
                  obligations.

                  MP126

Article 132.      In addition to any rights and remedies provided by the
                  laws and administrative regulations, where a director,
                  supervisor, general manager, senior deputy general manager,
                  deputy general manager, financial controller or other senior
                  officer of the Company breaches the duties which he owes to
                  the Company, the Company has a right:

                  MP127

                  (1) to demand such director, supervisor, general manager,
                  senior deputy general manager, deputy general manager ,
                  financial controller or other senior officer to compensate it
                  for losses sustained by the Company as a result of such
                  breach;

                  (2) to rescind any contract or transaction which has been
                  entered into between the Company and such director,
                  supervisor, general manager, senior deputy general manager,
                  deputy general manager, financial controller or other senior
                  officer or between the Company and a third party (where such
                  third party knows or should have known that such director,
                  supervisor, general manager, deputy general manager or other
                  senior officer representing the Company has breached his
                  duties owed to the Company);

                  (3) to demand such director, supervisor, general manager,
                  senior deputy general manager, deputy general manager or other
                  senior officer to account for profits made as result of the
                  breach of his duties;

                  (4) to recover any monies which should have been received by
                  the Company and which were received by such director,
                  supervisor, general manager, senior deputy general manager,
                  deputy general manager, financial controller or other senior
                  officer instead, including (without limitation) commissions;
                  and

                  (5) to demand repayment of interest earned or which may have
                  been earned by such director, supervisor, general manager,
                  senior deputy general manager, deputy general
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                  manager, financial controller or other senior officer on
                  monies that should have been paid to the Company.

Article 133.      The Company shall, with the prior approval of
                  shareholders in a general meeting, enter into a contract in
                  writing with a director or supervisor wherein his emoluments
                  are stipulated. The aforesaid emoluments include:

                  MP128

                  (1) emoluments in respect of his service as director,
                  supervisor or senior officer of the Company;

                  (2) emoluments in respect of his service as director,
                  supervisor or senior officer of any subsidiary of the Company;

                  (3) emoluments in respect of the provision of other services
                  in connection with the management of the affairs of the
                  Company and any of its subsidiaries;

                  (4) payment by way of compensation for loss of office, or as
                  consideration for or in connection with his retirement from
                  office.

                  No proceedings may be brought by a director or supervisor
                  against the Company for anything due to him in respect of the
                  matters mentioned in this Article except pursuant to the
                  contract mentioned above.

Article 134.      The contract concerning the emoluments between the
                  Company and its directors or supervisors should provide that
                  in the event that the Company is acquired, the Company’s
                  directors and supervisors shall, subject to the prior approval
                  of shareholders in a general meeting, have the right to
                  receive compensation or other payment in respect of his loss
                  of office or retirement. For the purposes of this paragraph,
                  the acquisition of the Company includes any of the following:

                  MP129

                  (1) an offer made by any person to the general body of
                  shareholders;

                  (2) an offer made by any person with a view to the offeror
                  becoming a "controlling shareholder" within the meaning of
                  Article 49.

                  If the relevant director or supervisor does not comply with
                  this Article, any sum so received by him shall belong to those
                  persons who have sold their shares as a result of such offer.
                  The expenses incurred in distributing such sum on a pro rata
                  basis amongst such persons shall be borne by the relevant
                  director or supervisor and shall not be paid out of such sum.
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                      CHAPTER 15: FINANCIAL AND ACCOUNTING
                         SYSTEMS AND PROFIT DISTRIBUTION

Article 135.      The Company shall establish its financial and accounting
                  systems in accordance with laws, administrative regulations
                  and PRC accounting standards formulated by the finance
                  regulatory department of the State Council.

                  MP130

Article 136.      At the end of each fiscal year, the Company shall prepare
                  a financial report which shall be examined and verified in a
                  manner prescribed by law.

                  MP131

Article 137.      The board of directors of the Company shall place before
                  the shareholders at every annual general meeting such
                  financial reports which the relevant laws, administrative
                  regulations and directives promulgated by competent regional
                  and central governmental authorities require the Company to
                  prepare.

                  MP132

Article 138.      The Company’s financial reports shall be made available
                  for shareholders’ inspection at the Company twenty (20) days
                  before the date of every shareholders’ annual general meeting.
                  Each shareholder shall be entitled to obtain a copy of the
                  financial reports referred to in this Chapter.

                  MP133, C.7 Zheng Jian Hai Han [1995] No. 1 App.35

                  The Company shall deliver or send to each shareholder of
                  Overseas-Listed Foreign-Invested Shares by prepaid mail at the
                  address registered in the register of shareholders the said
                  reports not later than twenty-one (21) days before the date of
                  every annual general meeting of the shareholders.

Article 139.      The financial statements of the Company shall, in
                  addition to being prepared in accordance with PRC accounting
                  standards and regulations, be prepared in accordance with
                  either international accounting standards, or that of the
                  place outside the PRC where the Company’s shares are listed.
                  If there is any material difference between the financial
                  statements prepared respectively in accordance with the two
                  accounting standards, such difference shall be stated in the
                  financial statements. In distributing its after-tax profits,
                  the lower of the two amounts shown in the financial statements
                  shall be adopted.

                  MP134

Article 140.      Any interim results or financial information published or
                  disclosed by the Company must also be prepared and presented
                  in accordance with PRC accounting standards and regulations,
                  and also in accordance with either international accounting
                  standards or that of the place overseas where the Company’s
                  shares are listed.

                  MP135

Article 141.      The Company shall publish its financial reports twice
                  every fiscal year, that is, the interim financial report shall
                  be published within sixty (60) days after the expiration of
                  the first six (6) months of each fiscal year; the annual
                  financial report shall be published within one hundred and
                  twenty (120) days
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                  after the expiration of each fiscal year.

                  MP136

Article 142.      The Company shall not keep accounts other than those
                  required by law.

                  MP137

Article 143.      The Company’s after-tax profit shall be allocated in
                  accordance with the following order:

                  (1) compensation of losses;

                  (2) allocation of ten percent of its after-tax profit to the
                  statutory common reserve fund;

                  (3) allocation of five percent to ten percent of its after-tax
                  to the statutory common welfare fund;

                  (4) allocation to the discretionary common reserve fund upon
                  approval by resolution of the shareholders’ general meeting;

                  (5) payment of dividends in respect of ordinary shares.

                  The Company shall not allocate dividends or carry out other
                  allocations in the form of bonuses, before the Company has
                  compensated for its losses and made allocations to the
                  statutory common reserve fund and the statutory common welfare
                  fund.

Article 144.      Capital common reserve fund includes the following items:

                  MP138

                  (1) premium on shares issued at a premium price;

                  (2) any other income designated for the capital common reserve
                  fund by the regulations of the finance regulatory department
                  of the State Council.

Article 145.      The common reserve fund of the Company shall be applied
                  for the following purposes:

                  (1) to compensate losses;

                  (2) to expand the Company’s production and operation;

                  (3) to convert the common reserve fund into capital in order
                  to increase its capital. The Company may convert its common
                  reserve fund into capital with the approval of shareholders in
                  a general meeting. When such conversion takes place, the
                  Company shall either distribute new shares in proportion to
                  the existing shareholders’ number of shares, or increase the
                  par value of each share, provided, however, that when the
                  statutory common reserve fund is converted to capital, the
                  balance of the statutory common reserve fund may not fall
                  below 25 % of the registered capital.
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Article 146.      The Company’s statutory common welfare fund is used for
                  the collective welfare of the Company’s employees.

Article 147.      Dividend shall be paid twice a year. The final dividends
                  of the Company shall be decided by the shareholders by way of
                  an ordinary resolution. The shareholders may by way of an
                  ordinary resolution authorize the board of directors to decide
                  the interim dividends.

Article 148.      The Company may distribute dividends in the form of:

                  MP139

                  (1) cash;

                  (2) shares.

                  If any shareholder has not claimed his dividends six years
                  after such dividends has been declared, such shareholder is
                  deemed to forfeit his right to claim such dividends. The
                  Company shall not exercise its power to forfeit the unclaimed
                  dividends until after the expiry of the applicable limitation
                  period.

Article 149.      The Company shall calculate, declare and pay dividends
                  and other amounts which are payable to holders of
                  Domestic-Invested Shares in Renminbi. The Company shall
                  calculate and declare dividends and other payments which are
                  payable to holders of Overseas-Listed Foreign-Invested Shares
                  in Renminbi, and shall pay such amounts in the local currency
                  of the place in which such Overseas-Listed Foreign-Invested
                  Shares are listed (if such shares are listed in more than one
                  place, then the currency of the principal place on which such
                  shares are listed as determined by the board of directors).

Article 150.      The Company shall pay dividends and other amounts to
                  holders of Foreign-Invested Shares in accordance with the
                  relevant foreign exchange control regulations of the State. If
                  there is no applicable regulation, the applicable exchange
                  rate shall be the average closing rate for the relevant
                  foreign currency announced by the Peoples’ Bank of China
                  during the week prior to the announcement of payment of
                  dividend and other amounts.

Article 151.      The Company shall appoint receiving agents for holders of
                  the Overseas-Listed Foreign-Invested Shares. Such receiving
                  agents shall receive dividends which have been declared by the
                  Company and all other amounts which the Company should pay to
                  holders of Overseas-Listed Foreign-Invested Shares on such
                  shareholders’ behalf.

                  MP140, C.8 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D 1(c)

                  The receiving agents appointed by the Company shall meet the
                  relevant requirements of the laws of the place at which the
                  stock exchange on which the Company’s shares are listed or the
                  relevant regulations of such stock exchange.
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                  The receiving agents appointed for holders of Overseas-Listed
                  Foreign-Invested Shares listed in Hong Kong shall each be a
                  company registered as a trust company under the Trustee
                  Ordinance of Hong Kong.

                       CHAPTER 16: APPOINTMENT OF AUDITORS

Article 152.      The Company shall appoint an independent firm of
                  accountants which is qualified under the relevant regulations
                  of the State to audit the Company’s annual report and review
                  the Company’s other financial reports.

                  MP141

                  The first auditors of the Company may be appointed before the
                  first annual general meeting of the Company at the inaugural
                  meeting. Auditors so appointed shall hold office until the
                  conclusion of the first annual general meeting.

                  If the inaugural meeting does not exercise the powers under
                  the preceding paragraph, those powers shall be exercised by
                  the board of directors.

Article 153.      The auditors appointed by the Company shall hold office
                  from the conclusion of the annual general meeting of
                  shareholders at which they were appointed until the conclusion
                  of the next annual general meeting of shareholders.

                  MP142

Article 154.      The auditors appointed by the Company shall enjoy the
                  following rights:

                  MP143

                  (1) a right to review to the books, records and vouchers of
                  the Company at any time, the right to require the directors,
                  general manager, senior deputy general managers, deputy
                  general managers and other senior officers of the Company to
                  supply relevant information and explanations;

                  (2) a right to require the Company to take all reasonable
                  steps to obtain from its subsidiaries such information and
                  explanation as are necessary for the discharge of its duties;

                  (3) a right to attend shareholders’ general meetings and to
                  receive all notices of, and other communications relating to,
                  any shareholders’ general meeting which any shareholder is
                  entitled to receive, and to speak at any shareholders’ general
                  meeting in relation to matters concerning its role as the
                  Company’s accountancy firm.

Article 155.      If there is a vacancy in the position of auditor of the
                  Company, the board of directors may appoint an accountancy
                  firm to fill such vacancy before the convening of the
                  shareholders’ general meeting. Any other accountancy firm
                  which has been appointed by the Company may continue to act
                  during the period during which a vacancy arises.

                  MP144
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Article 156.      The shareholders in a general meeting may by ordinary
                  resolution remove the Company’s auditors before the expiration
                  of its term of office, irrespective of the provisions in the
                  contract between the Company and the Company’s auditors.
                  However, the accountancy firm’s right to claim for damages
                  which arise from its removal shall not be affected thereby.

                  MP145

Article 157.      The remuneration of an accountancy firm or the manner in
                  which such firm is to be remunerated shall be determined by
                  the shareholders in a general meeting. The remuneration of an
                  accountancy firm appointed by the board of directors shall be
                  determined by the board of directors.

                  MP146

Article 158.      The Company’s appointment, removal or non-reappointment
                  of an accountancy firm shall be resolved by the shareholders
                  in a general meeting. Such resolution shall be filed with the
                  securities authority of the State Council.

                  MP147, C.9 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D 1(e)(i)

                  Where a resolution at a general meeting of shareholders is
                  passed to appoint as auditor a person other than an incumbent
                  auditor, to fill a casual vacancy in the office of auditor, to
                  reappoint as auditor a retiring auditor who was appointed by
                  the board of directors to fill a casual vacancy or to remove
                  an auditor before the expiration of his term of office, the
                  following provisions shall apply:

                  (1) A copy of the appointment or removal proposal shall be
                  sent (before notice of meeting is given to the shareholders)
                  to the firm proposed to be appointed or proposing to leave its
                  post or the firm which has left its post in the relevant
                  fiscal year (leaving includes leaving by removal, resignation
                  and retirement).

                  (2) If the auditor leaving its post makes representations in
                  writing and requests the Company to give the shareholders
                  notice of such representations, the Company shall (unless the
                  representations have been received too late) take the
                  following measures:

                        (a) in any notice of the resolution given to
                  shareholders, state the fact of the representations having
                  been made; and

                        (b) attach a copy of the representations to
                  the notice and deliver it to the shareholders in the manner
                  stipulated in the Company’s Articles of Association.

                  (3) If the Company fails to send out the auditor’s
                  representations in the manner set out in sub-paragraph (2)
                  above, such auditor may (in addition to his right to be heard)
                  require that the representations be read out at the meeting.
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                  (4) An auditor which is leaving its post shall be entitled to
                  attend the following shareholders’ general meetings:

                        (a) the general meeting at which its term of
                  office would otherwise have expired;

                        (b) the general meeting at which it is
                  proposed to fill the vacancy caused by its removal; and

                        (c) the general meeting which convened as a
                  result of its resignation,

                  and to receive all notices of, and other communications
                  relating to, any such meeting, and to speak at any such
                  meeting which it attends on any part of the business of the
                  meeting which concerns it as former auditor of the Company.

Article 159.      Prior notice should be given to the accountancy firm if
                  the Company decides to remove such accountancy firm or not to
                  renew the appointment thereof. Such accountancy firm shall be
                  entitled to make representations at the shareholders’ general
                  meeting. Where the accountancy firm resigns from its position
                  as the Company’s auditors, it shall make clear to the
                  shareholders in a general meeting whether there has been any
                  impropriety on the part of the Company.

                  MP148, C.10 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D
                  1(e)(ii)-(e)(iv)

                  An accountancy firm may resign its office by depositing at the
                  Company’s legal address a resignation notice which shall
                  become effective on the date of such deposit or on such later
                  date as may be stipulated in such notice. Such notice shall
                  contain the following statements:

                  (1) a statement to the effect that there are no circumstances
                  connected with its resignation which it considers should be
                  brought to the notice of the shareholders or creditors of the
                  Company; or

                  (2) a statement of any such circumstances.

                  Where a notice is deposited under the preceding sub-paragraph,
                  the Company shall within fourteen (14) days send a copy of the
                  notice to the relevant governing authority. If the notice
                  contains a statement under the preceding sub-paragraph (2), a
                  copy of such statement shall be placed at the Company for
                  shareholders’ inspection. The Company should also send a copy
                  of such statement by prepaid mail to every shareholder of
                  Overseas-Listed Foreign Shares at the address registered in
                  the register of shareholders.

                  Where the auditor’s notice of resignation contains a statement
                  in respect of the above, it may require the board of directors
                  to convene a shareholders’ extraordinary general meeting for
                  the purpose of receiving an explanation of
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                  the circumstances connected with its resignation.

                              CHAPTER 17: INSURANCE

Article 160.      The different types or items of the Company’s insurance
                  shall be decided at a meeting of the board of directors in
                  accordance with the relevant insurance law in China.

                        CHAPTER 18: LABOUR AND PERSONNEL
                               MANAGEMENT SYSTEMS

Article 161.      The Company may at its discretion employ and dismiss
                  employees based on the business development needs of the
                  Company and in accordance with the requirements of the laws
                  and administrative regulations of the State.

Article 162.      The Company may formulate its labour and payroll systems
                  and payment methods in accordance with the relevant laws and
                  regulations of the State , the Company’s Articles of
                  Association and the economical benefits of the Company.

Article 163.      The Company shall endeavour to improve its employee
                  benefits and to continually improve the working environment
                  and living standards of its employees.

Article 164.      The Company shall provide medical, retirement and
                  unemployment insurance for its employees and put in place a
                  labour insurance system, in accordance with the relevant laws
                  and regulations of the State.

                            CHAPTER 19: TRADE UNIONS

Article 165.      The Company’s employees may form trade unions, carry on
                  trade union activities and protect their legal rights. The
                  Company shall provide the necessary conditions for such
                  activities.

                     CHAPTER 20: MERGER AND DIVISION OF THE
                                     COMPANY

Article 166.      In the event of the merger or division of the Company, a
                  plan shall be presented by the Company’s board of directors
                  and shall be approved in accordance with the procedures
                  stipulated in the Company’s Articles of Association. The
                  Company shall then go through the relevant approval process. A
                  shareholder who objects to the plan of merger or division
                  shall have the right to demand the Company or the shareholders
                  who consent to
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                  the plan of merger or division to acquire such dissenting
                  shareholders’ shareholding at a fair price. The contents of
                  the resolution of merger or division of the Company shall
                  constitute special documents which shall be available for
                  inspection by the shareholders of the Company.

                  MP149

                  Such special documents shall be sent by mail to holders of
                  Overseas-Listed Foreign-Invested Shares.

Article 167.      The merger of the Company may take the form of either
                  merger by absorption or merger by the establishment of a new
                  company.

                  MP150, App.37(1)

                  In the event of a merger, the merging parties shall execute a
                  merger agreement and prepare a balance sheet and an inventory
                  of assets. The Company shall notify its creditors within ten
                  (10) days of the date of the Company’s merger resolution and
                  shall publish a public notice in a newspaper at least three
                  (3) times within thirty (30) days of the date of the Company’s
                  merger resolution.

                  At the time of merger, rights in relation to debtors and
                  indebtedness of each of the merged parties shall be assumed by
                  the company which survives the merger or the newly established
                  company.

Article 168.      Where there is a division of the Company, its assets
                  shall be divided up accordingly.

                  MP151, App.37(1)

                  In the event of division of the Company, the parties to such
                  division shall execute a division agreement and prepare a
                  balance sheet and an inventory of assets. The Company shall
                  notify its creditors within ten (10) days of the date of the
                  Company’s division resolution and shall publish a public
                  notice in a newspaper at least three (3) times within thirty
                  (30) days of the date of the Company’s division resolution.

                  Debts of the Company prior to division shall be assumed by the
                  companies which exist after the division in accordance with
                  the agreement of the parties.

Article 169.      The Company shall, in accordance with law, apply for
                  change in its registration with the companies registration
                  authority where a change in any item in its registration
                  arises as a result of any merger or division. Where the
                  Company is dissolved, the Company shall apply for cancellation
                  of its registration in accordance with law. Where a new
                  company is established, the Company shall apply for
                  registration thereof in accordance with law.

                  MP152

                     CHAPTER 21: DISSOLUTION AND LIQUIDATION

Article 170.      The Company shall be dissolved and liquidated upon the
                  occurrence of any of the following events:

                  MP153
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                  (1) a resolution for dissolution is passed by shareholders at
                  a general meeting;

                  (2) dissolution is necessary due to a merger or division of
                  the Company;

                  (3) the Company is legally declared insolvent due to its
                  failure to repay debts as they become due; and

                  (4) the Company is ordered to close down because of its
                  violation of laws and administrative regulations.

Article 171.      A liquidation committee shall be set up within fifteen
                  (15) days of the Company being dissolved pursuant to
                  sub-paragraph (1) of the preceding Article, and the
                  composition of the liquidation committee of the Company shall
                  be determined by an ordinary resolution of shareholders in a
                  general meeting.

                  MP154

                  Where the Company is dissolved under sub-paragraph (3) of the
                  preceding Article, the People’s Court shall in accordance with
                  the provisions of relevant laws organise the shareholders,
                  relevant organisations and relevant professional personnel to
                  establish a liquidation committee to carry out the
                  liquidation.

                  Where the Company is dissolved under sub-paragraph (4) of the
                  preceding Article, the relevant governing authorities shall
                  organise the shareholders, relevant organisations and
                  professional personnel to establish a liquidation committee to
                  carry out the liquidation.

Article 172.      Where the board of directors proposes to liquidate the
                  Company for any reason other than the Company’s declaration of
                  its own insolvency, the board shall include a statement in its
                  notice convening a shareholders’ general meeting to consider
                  the proposal to the effect that, after making full inquiry
                  into the affairs of the Company, the board of directors is of
                  the opinion that the Company will be able to pay its debts in
                  full within twelve (12) months from the commencement of the
                  liquidation.

                  MP155

                  Upon the passing of the resolution by the shareholders in a
                  general meeting for the liquidation of the Company, all
                  functions and powers of the board of directors shall cease.

                  The liquidation committee shall act in accordance with the
                  instructions of the shareholders’ general meeting to make a
                  report at least once every year to the shareholders’ general
                  meeting on the committee’s income and expenses, the business
                  of the Company and the progress of the liquidation; and to
                  present a final report to the shareholders’ general meeting on
                  completion of the liquidation.
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Article 173.      The liquidation committee shall, within ten (10) days of
                  its establishment, send notices to creditors and shall, within
                  sixty (60) days of its establishment, publish a public
                  announcement in a newspaper at least three (3) times.

                  MP156, App.37(1)

                  A creditor shall, within thirty (30) days of receipt of the
                  notice, or for creditors who have not personally received such
                  notice, within ninety (90) days of the date of the first
                  public announcement, report its rights to the liquidation
                  committee. When reporting his rights, the creditor shall
                  provide an explanation of matters which are relevant thereto
                  and shall provide evidential material in respect thereof. The
                  liquidation committee shall register the creditor’s rights.

Article 174.      During the liquidation period, the liquidation committee
                  shall exercise the following functions and powers:

                  MP157

                  (1) to sort out the Company’s assets and prepare a balance
                  sheet and an inventory of assets respectively;

                  (2) to send notify the creditors or to publish public
                  announcements;

                  (3) to dispose of and liquidate any unfinished businesses of
                  the Company;

                  (4) to pay all outstanding taxes;

                  (5) to settle claims and debts;

                  (6) to deal with the surplus assets remaining after the
                  Company’s debts have been repaid;

                  (7) to represent the Company in any civil proceedings.

Article 175.      After it has sorted out the Company’s assets and after it
                  has prepared the balance sheet and an inventory of assets, the
                  liquidation committee shall formulate a liquidation plan and
                  present it to a shareholders’ general meeting or to the
                  relevant governing authority for confirmation.

                  MP158

                  The company’s assets shall be distributed in accordance with
                  law or regulation. If there is no applicable law, such
                  distribution shall be carried out in accordance with a fair
                  and reasonable procedure determined by the liquidation
                  committee.

                  Any surplus assets of the Company remaining after its debts
                  have been repaid in accordance with the provisions of the
                  preceding paragraph shall be distributed to its shareholders
                  according to the class of shares and the proportion of shares
                  held.
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                  During the liquidation period, the Company shall not commence
                  any new business activities.

Article 176.      If after putting the Company’s assets in order and
                  preparing a balance sheet and an inventory of assets in
                  connection with the liquidation of the Company, the
                  liquidation committee discovers that the Company’s assets are
                  insufficient to repay the Company’s debts in full, the
                  liquidation committee shall immediately apply to the People’s
                  Court for a declaration of insolvency.

                  MP159

                  After a Company is declared insolvent by a ruling of the
                  People’s Court, the liquidation committee shall transfer all
                  matters arising from the liquidation to the People’s Court.

Article 177.      Following the completion of the liquidation, the
                  liquidation committee shall prepare a liquidation report, a
                  statement of income and expenses received and made during the
                  liquidation period and a financial report, which shall be
                  verified by a Chinese registered accountant and submitted to
                  the shareholders’ general meeting or the relevant governing
                  authority for confirmation.

                  MP160

                  The liquidation committee shall, within thirty (30) days after
                  such confirmation, submit the documents referred to in the
                  preceding paragraph to the companies registration authority
                  and apply for cancellation of registration of the Company, and
                  publish a public announcement relating to the termination of
                  the Company.

                      CHAPTER 22: PROCEDURES FOR AMENDMENT
                    OF THE COMPANY’S ARTICLES OF ASSOCIATION

Article 178.      The Company may amend its Articles of Association in
                  accordance with the requirements of laws, administrative
                  regulations and the Company’s Articles of Association.

                  MP161

Article 179.      The Company’s Articles of Association shall be amended in
                  the following manner:

                  (1) The Directors shall propose the manner in which the
                  Company’s Article of Association shall be amended;

                  (2) The foregoing proposal shall be furnished to the
                  shareholders in writing and a shareholders’ meeting shall be
                  convened;

                  (3) The amendments shall be approved by votes representing
                  more than two-thirds of the voting rights represented by the
                  shareholders present at the meeting.
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Article 180.      Amendment of the Company’s Articles of Association which
                  involve the contents of the Mandatory Provisions of
                  Overseas-Listed Companies’ Articles of Association (signed by
                  the Securities Committee of the State Council and the Economic
                  Reform Committee of the State on 27 August 1994) ("Mandatory
                  Provisions") shall become effective upon receipt of approvals
                  from the securities authority of the State Council and the
                  companies approving department authorised by the State
                  Council. If there is any change relating to the registered
                  particulars of the Company, application shall be made for
                  change in registration in accordance with law.

                  MP162

                         CHAPTER 23: DISPUTE RESOLUTION

Article 181.      The Company shall abide by the following principles for
                  dispute resolution:

                  MP163

                  (1) Whenever any disputes or claims arise between: holders of
                  the Overseas-Listed Foreign-Invested Shares and the Company;
                  holders of the Overseas-Listed Foreign-Invested Shares and the
                  Company’s directors, supervisors, general manager, senior
                  deputy general managers, deputy general managers, financial
                  controller or other senior officers; or holders of the
                  Overseas-Listed Foreign-Invested Shares and holders of

                        Domestic-Invested Shares, in respect of any
                  rights or obligations arising from these Articles of
                  Association, the Company Law or any rights or obligations
                  conferred or imposed by the Company Law and special
                  regulations (including other relevant laws) or any other
                  relevant laws and administrative regulations concerning the
                  affairs of the Company, such disputes or claims shall be
                  referred by the relevant parties to arbitration.

                        Where a dispute or claim of rights referred to in the
                  preceding paragraph is referred to arbitration, the entire
                  claim or dispute must be referred to arbitration, and all
                  persons who have a cause of action based on the same facts
                  giving rise to the dispute or claim or whose participation is
                  necessary for the resolution of such dispute or claim, shall,
                  where such person is the Company, the Company’s shareholders,
                  directors, supervisors, general manager, senior deputy general
                  managers, deputy general managers, financial controller or
                  other senior officers of the Company, comply with the
                  arbitration.

                  C.11 Zheng Jian Hai Han [1995] No. 1

                        Disputes in respect of the definition of
                  shareholders and disputes in relation to the register of
                  shareholders need not be resolved by arbitration.

                  (2) A claimant may elect for arbitration to be carried out at
                  either the China International Economic and Trade Arbitration
                  Commission in accordance with its Rules or the Hong Kong
                  International Arbitration Centre in accordance with its
                  Securities Arbitration Rules. Once a claimant refers a dispute
                  or claim to arbitration, the other party must submit to the
                  arbitral
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                  body elected by the claimant.

                        If a claimant elects for arbitration to be
                  carried out at Hong Kong International Arbitration Centre, any
                  party to the dispute or claim may apply for a hearing to take
                  place in Shenzhen in accordance with the Securities
                  Arbitration Rules of the Hong Kong International Arbitration
                  Centre.

                  (3) If any disputes or claims of rights are settled by way of
                  arbitration in accordance with sub-paragraph (1) of this
                  Article, the laws of the PRC shall apply, save as otherwise
                  provided in the laws and administrative regulations.

                  (4) The award of an arbitral body shall be final and
                  conclusive and binding on all parties.

                               CHAPTER 24: NOTICE

Article 182.      Unless otherwise provided, the Company shall, where it is
                  making a public announcement in the prescribed or approved
                  manner, issue or deliver any notice or announcement in at
                  least one (1) national newspaper which has been appointed by
                  the securities authority of the State Council. And, where
                  possible, to publish such notice or announcement in English
                  and in Chinese on the same day in a major Chinese and a major
                  English newspaper in Hong Kong respectively.

Article 183.      Unless otherwise provided in these Articles of
                  Association, notices, information or written statement issued
                  by the Company to holders of Overseas-listed shares shall be
                  personally delivered to the registered address of each of such
                  shareholders, or sent by mail to each of such shareholders.

                  Notices to be issued to holders of Domestic-invested shares
                  shall have to be released in any one or more newspapers
                  appointed by the securities authority of the State Council,
                  all holders of Domestic-invested shares shall be deemed to
                  have received such notices once they are published.

Article 184.      All notices which are to be sent by mail shall be clearly
                  addressed, postage pre-paid, and shall be put in envelopes
                  before being posted by mail. Such letters of notice shall be
                  deemed to have been received by shareholders five (5) days
                  after the date of despatch.

Article 185.      Any notices, document, information or written statement
                  from the shareholders or directors to the Company shall be
                  delivered personally or sent by registered mail to the legal
                  address of the Company.

Article 186.      Shareholders or directors of the Company who want to
                  prove that certain notices, documents, information or written
                  statements have been sent to the

                                       58



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 61762 Validation: Y   Lines: 18 BOM  H02098  701.01.61.00 0/1

                  Company shall provide evidential materials showing that such
                  notices, documents, information or written statements have
                  been sent to the Company by normal methods within designated
                  times, and that the mailing address is correct and the postage
                  is fully paid.

                            CHAPTER 25: SUPPLEMENTARY

Article 187.      In these Articles of Association, references to
                  "accountancy firm" shall have the same meaning as "auditors".

Article 188.      The Company’s Articles of Association are written in
                  Chinese and English. Both text shall be equally valid. If
                  there is any discrepancy between the two versions, the Chinese
                  version of the Articles of Association shall prevail.
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                           ARTICLES OF ASSOCIATION OF

                           PETROCHINA COMPANY LIMITED

        (Approved by Shareholders’ Special Resolutions on 3 December 1999
          Amended by Shareholders’ Special Resolutions on 10 March 2000
   Amended by Resolutions of the Fifth Meeting of the First Board of Directors
                                 on 30 May 2000
           Amended by Shareholders’ Special Resolutions on 8 June 2001
           Amended by Shareholders’ Special Resolution on 26 May 2005
   Amended by Resolutions of the Meeting of the Special Board Committee on 31
                                   August 2005
         Amended by Shareholders’ Special Resolution on 1 November 2006
   Amended by Resolutions of the Meeting of the Special Board Committee on 17
                                 September 2007
Amended by Shareholders’ Special Resolutions at the 2007 annual general meeting
                                 on 15 May 2008)

                          CHAPTER 1: GENERAL PROVISIONS

Article 1.   The Company is a joint stock limited company established in
             accordance with the Company Law of the People’s Republic of China
             (the Company Law), Securities Law of the People’s Republic of
             China, State Council’s Special Regulations Regarding the Issue of
             Shares Overseas and the Listing of Shares Overseas by Companies
             Limited by Shares (the Special Regulations) and other relevant laws
             and regulations of the State.

             The Company was established by way of promotion with the approval
             of the State Economic and Trade Commission of the People’s Republic
             of China on 25 October 1999, as evidenced by approval document Guo
             Jing Mao Qi Gai [1999] no. 1024 of 1999. It is registered with and
             has obtained a business licence from the State Administration
             Bureau of Industry and Commerce on 5 November 1999. The Company’s
             business licence number is: 1000001003252.

             The promoter of the Company is: China National Petroleum
             Corporation.

Article 2.   The Company’s registered Chinese name: (Chinese Character)
             The Company’s registered English name: PetroChina Company Limited.

Article 3.   The Company’s address: 16 Andelu
                                    Dongcheng District
                                    Beijing
                                    China
             Telephone number:      010-84886270
             Facsimile number:      010-84886260
             Postal code:           100011

Article 4.   The Company’s legal representative is the Chairman of the board of
             directors of the Company.
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Article 5.   The Company is a joint stock limited company which has perpetual
             existence.

             All assets of the Company are divided into shares of equal value.
             The shareholders shall be liable to the Company to the extent of
             the shares they subscribed for. The Company shall be liable for its
             debts to the extent of all of its assets.

Article 6.   The Company’s Articles of Association shall take effect from the
             date of establishment of the Company.

             From the date on which the Company’s Articles of Association come
             into effect, the Company’s Articles of Association constitute the
             legally binding document regulating the Company’s organisation and
             activities, and the rights and obligations between the Company and
             each shareholder and among the shareholders inter se.

Article 7.   The Company’s Articles of Association are binding on the Company
             and its shareholders, directors, supervisors, president, senior
             vice presidents, vice presidents, chief financial officer and other
             senior officers of the Company; all of whom may, according to the
             Company’s Articles of Association, assert rights in respect of the
             affairs of the Company.

             A shareholder may take legal action against the Company pursuant to
             the Company’s Articles of Association, and the Company may take
             legal action against its shareholders, directors, supervisors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers. A shareholder may also take
             legal action against another shareholder pursuant to the Company’s
             Articles of Association. A shareholder can take legal action
             against the directors, supervisors, president, senior vice
             presidents, vice presidents, chief financial officer and other
             senior officers of the Company pursuant to the Company’s Articles
             of Association.

             The actions referred to in the preceding paragraph include court
             proceedings and arbitration proceedings.

Article 8.   The Company may invest in other enterprises; however, except as
             stipulated otherwise by law, it may not become an investor that
             bears joint liability for the debts of the enterprise in which it
             invests.

                     CHAPTER 2: THE COMPANY’S OBJECTIVES AND
                                SCOPE OF BUSINESS

Article 9.   The Company’s objectives are:

             To comply with the rules of the market; To continue to explore the
             modes of business operation which are suitable for the Company;  To
             fully utilise every resource of the Company; To place emphasis on
             the training of its employees and technological development; To
             provide the society with
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             products which are competitive; To use its best endeavours to
             maximise its profits.

Article 10.  The Company’s scope of business includes:

             Licensed business: the exploration and production of oil and
             natural gas; the storage and sale of crude oil; the storage and
             sale of refined oil; the production of dangerous chemicals; the
             sale of food (including food and beverages, but limited to branches
             with health permission certificate); the sale of tobacco (but
             limited to branches with tobacco franchised retailing license). The
             scope and term of licensed business shall be consistent with and
             subject to the relevant permission certificate and license.

             General business: the production and sale of refined oil,
             petrochemical and chemical products; import and export; the
             construction and operation of oil and natural gas pipelines; the
             technical development, consultation and service for oil exploration
             and petrochemistry and related engineering; the sale of materials,
             equipment and machines necessary for production and construction of
             oil and gas, petrochemicals and pipelines; the sale of lubricating
             oil, auto parts, commodities and agricultural materials; and the
             lease of premises, machines and equipment.

             The Company’s scope of business shall be consistent with and
             subject to the scope of business approved by the authority
             responsible for the registration of the Company.

             The Company may, according to the demand in the domestic and
             international markets, the Company’s ability to develop, and the
             requirements of the Company’s business, adjust its scope of
             business in accordance with the laws .

             Subject to and in compliance with laws and administrative
             regulations of the People’s Republic of China ("PRC"), the Company
             has the power to raise and borrow money, which power including
             (without limitation) the borrowing of money, the issue of
             debentures, the pledging or mortgaging of part or whole of the
             Company’s interests and to provide guarantees of various forms for
             the debts of third parties (including, without limitation,
             subsidiaries or associated companies of the Company) in all types
             of circumstances.

                                       -5-



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 55304 Validation: Y   Lines: 60 BOM  H02098  701.02.06.00 0/2

                    CHAPTER 3: SHARES AND REGISTERED CAPITAL

Article 11.  There must, at all times, be ordinary shares in the Company.
             Subject to the approval of the companies approving department
             authorised by the State Council, the Company may, according to its
             requirements, create different classes of shares.

             The shares of the Company shall be issued in accordance with the
             principles of openness, fairness and impartiality. Each share of
             the same class shall carry the same rights and the same benefits.

             Shares of the same class and the same issue shall be issued on the
             same terms and at the same price. The price of each share
             subscribed to by any organisation or individual shall be the same.

Article 12.  The shares issued by the Company shall each have a par value of
             Renminbi one yuan. "Renminbi" means the legal currency of the PRC.

Article 13.  Subject to the approval of the securities authority of the State
             Council, the Company may issue shares to Domestic Investors and
             Foreign Investors.

             "Foreign Investors" mean those investors who subscribe for the
             Company’s shares and who are located in foreign countries and in
             the regions of Hong Kong, Macau and Taiwan. "Domestic Investors"
             mean those investors who subscribe for the Company’s shares and who
             are located within the territory of the PRC.

Article 14.  Shares which the Company issues to Domestic Investors for
             subscription in Renminbi shall be referred to as "Domestic-Invested
             Shares". Shares which the Company issues to Foreign Investors for
             subscription in foreign currencies shall be referred to as
             "Foreign-Invested Shares". Foreign-Invested Shares which are listed
             overseas are called "Overseas-Listed Foreign-Invested Shares".

             "Foreign currencies" mean the legal tender of countries or regions
             outside the PRC which are recognized by the foreign exchange
             authority of the State and which can be used to pay the share price
             to the Company.

             Domestic-Invested Shares issued by the Company shall be referred to
             as "A Shares", which are traded on the Shanghai Stock Exchange.
             Overseas-Listed Foreign-Invested Shares issued by the Company and
             which are listed in Hong Kong shall be referred to as "H Shares".
             H Shares are shares which have been admitted for listing on The
             Stock Exchange of Hong Kong Limited (the "Hong Kong Stock
             Exchange"), the par value of which is denominated in Renminbi and
             which are subscribed for and traded in Hong Kong dollars. H Shares
             can also be listed on a stock exchange in the United States in the
             form of American Depository Receipts.

             The A Shares of the Company shall be held in central custody at the
             Shanghai branch of China Securities Depository and Clearing
             Corporation Limited. The H Shares of the Company shall be held in
             custody by the
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             authorised depository companies of Hong Kong Securities Clearing
             Company Limited and may also be held by shareholders in their own
             names.

Article 15.  Following the approval of the approving department authorised by
             the State Council, the Company has issued a total of
             183,020,977,818 ordinary shares, of which 161,922,077,818 Shares
             are Domestic-Invested Shares, which represents 88.47% of the
             Company’s share capital, and 21,098,900,000 shares are
             Overseas-Listed Foreign-Invested Shares, which represents 11.53% of
             the Company’s share capital.

Article 16.  Share Capital Movements of the Company:

             The Company issued 160,000,000,000 shares to its promoter upon its
             incorporation in November 1999, which then represented 100% of the
             Company’s share capital.

             The Company issued 15,824,176,000 H Shares at its initial public
             offering in April 2000. The promoter sold 1,758,242,000 shares of
             the Company held by it. The share capital structure of the Company
             changed to comprising 175,824,176,000 ordinary shares, of which
             158,241,758,000 shares, which represented approximately 90% of the
             Company’s share capital, were held by the promoter of the Company,
             China National Petroleum Corporation; 17,582,418,000 shares, which
             represented 10% of the Company’s share capital, were held by the H
             shares shareholders.

             The Company placed 3,516,482,000 H shares (including the sale by
             the promoter of the shares held by it, namely 287,712,182 NSSF
             shares and 31,968,000 additional H shares sold by the NSSF pursuant
             to the exercise in full of the managers’ option) in September 2005.
             The share capital structure of the Company changed to comprising
             179,020,977,818 ordinary shares, of which 157,922,077,818 common
             shares, which represented approximately 88.21% of the Company’s
             share capital, were held by the promoter of the Company, China
             National Petroleum Corporation; 21,098,900,000 shares, which
             represented approximately 11.79% of the Company’s share capital,
             were held by the H Shares shareholders.

             The Company issued 4,000,000,000 A Shares in October 2007. The
             share capital structure of the Company changed to 183,020,977,818
             ordinary shares, of which 157,922,077,818 shares representing
             approximately 86.29% of the Company’s share capital, are held by
             the promoter of the Company, China National Petroleum Corporation;
             4,000,000,000 shares representing approximately 2.18% of the
             Company’s share capital, are held by the holders of
             Domestic-Invested Shares; 21,098,900,000 shares representing
             approximately 11.53% of the Company’s share capital, are held by
             the H Shares shareholders.

Article 17.  The Company’s board of directors may take all necessary action for
             the issuance of Overseas-Listed Foreign-Invested Shares and
             Domestic-Invested Shares after proposals for issuance of the same
             have been approved by the securities authority of the State
             Council.
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             The Company may implement its proposal to issue Overseas-Listed
             Foreign-Invested Shares and Domestic-Invested Shares pursuant to
             the preceding paragraph within fifteen (15) months from the date of
             approval by the securities authority of the State Council.

Article 18.  Where the total number of shares stated in the proposal for the
             issuance of shares include Overseas-Listed Foreign-Invested Shares
             and Domestic-Invested Shares, such shares should be fully
             subscribed for at their respective offerings. If the shares cannot
             be fully subscribed for all at once due to special circumstances,
             the shares may, subject to the approval of the securities authority
             of the State Council, be issued in separate branches.

Article 19.  The registered capital of the Company shall be RMB183,020,977,818;
             if the issued shares are redeemed or new shares are issued, the
             registered capital of the Company shall be adjusted accordingly,
             and put on file with the companies approving department authorised
             by the State Council and the securities regulatory authority of the
             State Council.

Article 20.  The Company may, based on its operating and development needs,
             authorise the increase of its capital pursuant to the Company’s
             Articles of Association.

             The Company may increase its capital in the following ways:

             (1) by public offering of shares;

             (2) by non-public offering of shares;

             (3) by allotting bonus shares to its existing shareholders;

             (4) by converting common reserve fund into share capital;

             (5) by any other means which is stipulated by law and
             administrative regulation and approved by the securities regulatory
             authority under the State Council.

             After the Company’s increase of share capital by means of the
             issuance of new shares has been approved in accordance with the
             provisions of the Company’s Articles of Association, the issuance
             thereof should be made in accordance with the procedures set out in
             the relevant laws and administrative regulations.

Article 21.  Unless otherwise stipulated in the relevant laws or administrative
             regulations, shares in the Company shall be freely transferable and
             are not subject to any lien.

             Domestic-Invested Shares and Overseas-Listed Foreign-Invested
             Shares shall be purchased, sold, donated, inherited and charged on
             in accordance with the Chinese laws and the Company’s Articles of
             Association. The transfer and transmission of the shares shall be
             registered in accordance with the relevant regulations.
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             The Company may not accept its own shares as the subject matter of
             a pledge.

             The Company has the power to sell the shares of a shareholder who
             is untraceable, if

             (a) during a period of 12 years at least three times dividends in
             respect of the shares in question have become payable and no
             dividend during that period has been claimed; and

             (b) on expiry of the 12 years the issuer gives notice of its
             intention to sell the shares by way of an advertisement approved by
             the securities authority of the State Council, and notifies the
             securities authority of the State Council and other relevant
             domestic and overseas securities regulatory committee of such
             intention.

                       CHAPTER 4: REDUCTION OF CAPITAL AND
                              REPURCHASE OF SHARES

Article 22.  According to the provisions of the Company’s Articles of
             Association, the Company may reduce its registered capital.

Article 23.  The Company must prepare a balance sheet and an inventory of assets
             when it reduces its registered capital.

             The Company shall notify its creditors within ten (10) days of the
             date of the Company’s resolution for reduction of capital and shall
             publish an announcement in a newspaper within thirty (30) days of
             the date of such resolution. A creditor has the right within thirty
             (30) days of receipt of the notice from the Company or, in the case
             of a creditor who does not receive such notice, within forty-five
             (45) days of the date of the announcement, to require the Company
             to repay its debts or to provide a corresponding guarantee for such
             debt.

             The Company’s registered capital may not, after the reduction in
             capital, be less than the minimum amount prescribed by law.

Article 24.  The Company may, in accordance with the procedures set out in the
             Company’s Articles of Association and with the approval of the
             relevant governing authority of the State, repurchase its issued
             shares under the following circumstances:

             (1) cancellation of shares for the purposes of reducing its
             capital;

             (2) merging with another company that holds shares in the Company;

             (3) granting the shares as an incentive to its employees;

             (4) a shareholder who objects to a resolution on the merger or
             division of the Company adopted at a shareholders’ general meeting
             requests that the Company purchase that shareholder’s shares;
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             (5) other circumstances permitted by laws and administrative
             regulations.

             Except for the above circumstances, the Company shall not trade in
             its own shares.

Article 25.  The Company may repurchase shares in one of the following ways,
             with the approval of the relevant governing authority of the State:

             (1) by making a general offer for the repurchase of shares to all
             its shareholders on a pro rata basis;

             (2) by repurchasing shares through public dealing on a stock
             exchange;

             (3) by repurchasing shares outside of the stock exchange by means
             of an off-market agreement;

             (4) any other methods which is accepted by the securities
             regulatory authority under the State Council.

Article 26.  The Company must obtain the prior approval of the shareholders in a
             general meeting (in the manner stipulated in the Company’s Articles
             of Association) before it can repurchase shares outside of the
             stock exchange by means of an off-market agreement. The Company
             may, by obtaining the prior approval of the shareholders in a
             general meeting (in the same manner), release, vary or waive its
             rights under an agreement which has been so entered into.

             An agreement for the repurchase shares referred to in the preceding
             paragraph includes (without limitation) an agreement to become
             liable to repurchase shares or an agreement to have the right to
             repurchase shares.

             The Company may not assign an agreement for the repurchase of its
             shares or any right contained in such an agreement.

Article 27.  The repurchase by the Company of its own shares for a reason
             specified in Items (1) to (3) of Article 24 of the Company’s
             Articles of Association shall be approved by a resolution of
             shareholders at a general meeting.

             If the Company repurchases its shares pursuant to Item (1) of
             Article 24, it shall cancel such shares within ten (10) days of the
             date of such repurchase. If the Company repurchases its shares
             pursuant to Item (2) or Item (4) of Article 24, it shall transfer
             or cancel such shares within six (6) months.

             The number of the Company’s shares repurchased by the Company
             pursuant to Item (3) of Article 24 shall not exceed five per cent
             (5%) of the total issued shares of the Company, and the funds used
             for such repurchase shall be paid out of the Company’s after-tax
             profits. The shares so repurchased shall be transferred to
             employees within one (1) year.
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             The aggregate par value of the cancelled shares shall be deducted
             from the Company’s registered capital Provided that if the
             accounting treatment on repurchase of shares of the Company in
             accordance with applicable accounting principles and standards
             provides otherwise, such accounting treatment shall be adopted.

Article 28.  Unless the Company is in the course of liquidation, it must comply
             with the following provisions in relation to repurchase of its
             issued shares:

             (1) where the Company repurchases shares at par value, payment
             shall be made out of book surplus distributable profits of the
             Company or out of proceeds of a new issue of shares made for that
             purpose;

             (2) where the Company repurchases shares of the Company at a
             premium to its par value, payment up to the par value may be made
             out of the book surplus distributable profits of the Company or out
             of the proceeds of a new issue of shares made for that purpose.
             Payment of the portion in excess of the par value shall be effected
             as follows:

                  (i) if the shares being repurchased were issued at par value,
             payment shall be made out of the book surplus distributable profits
             of the Company;

                  (ii) if the shares being repurchased were issued at a premium
             to its par value, payment shall be made out of the book surplus
             distributable profits of the Company or out of the proceeds of a
             new issue of shares made for that purpose, provided that the amount
             paid out of the proceeds of the new issue shall not exceed the
             aggregate amount of premiums received by the Company on the issue
             of the shares repurchased nor shall it exceed the book value of the
             Company’s capital common reserve fund account (including the
             premiums on the new issue) at the time of the repurchase;

             (3) the Company shall make the following payments out of the
             Company’s distributable profits:

                  (i) payment for the acquisition of the right to repurchase its
             own shares;

                  (ii) payment for variation of any contract for the repurchase
             of its shares;

                  (iii) payment for the release of its obligation(s) under any
             contract for the repurchase of shares;

             (4) after the Company’s registered capital has been reduced by the
             aggregate par value of the cancelled shares in accordance with the
             relevant provisions, the amount deducted from the distributable
             profits of the Company for payment of the par value of shares which
             have been repurchased shall be transferred to the Company’s capital
             common reserve fund account.
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                       CHAPTER 5: FINANCIAL ASSISTANCE FOR
                              ACQUISITION OF SHARES

Article 29.  The Company and its subsidiaries shall not, at any time, provide
             any form of financial assistance to a person who is acquiring or is
             proposing to acquire shares in the Company. This includes any
             person who directly or indirectly incurs any obligations as a
             result of the acquisition of shares in the Company (the "Obligor").

             The Company and its subsidiaries shall not, at any time, provide
             any form of financial assistance to the Obligor for the purposes of
             reducing or discharging the obligations assumed by such person.

             This Article shall not apply to the circumstances specified in
             Article 31 of this Chapter.

Article 30.  For the purposes of this Chapter, "financial assistance" includes
             (without limitation) the following:

             (1) gift;

             (2) guarantee (including the assumption of liability by the
             guarantor or the provision of assets by the guarantor to secure the
             performance of obligations by the Obligor), compensation (other
             than compensation in respect of the Company’s own default) or
             release or waiver of any rights;

             (3) provision of loan or any other agreement under which the
             obligations of the Company are to be fulfilled before the
             obligations of another party, or the change in parties to, or the
             assignment of rights under, such loan or agreement;

             (4) any other form of financial assistance given by the Company
             when the Company is insolvent or has no net assets or when its net
             assets would thereby be reduced to a material extent.

             For the purposes of this Chapter, "assumption of obligations"
             includes the assumption of obligations by way of contract or by way
             of arrangement (irrespective of whether such contract or
             arrangement is enforceable or not and irrespective of whether such
             obligation is to be borne solely by the Obligor or jointly with
             other persons) or by any other means which results in a change in
             his financial position.

Article 31.  The following actions shall not be deemed to be activities
             prohibited by Article 29 of this Chapter:

             (1) the provision of financial assistance by the Company where the
             financial assistance is given in good faith in the interests of the
             Company, and the principal purpose of which is not for the
             acquisition of shares in the Company, or the giving of the
             financial assistance is an incidental part of some larger purpose
             of the Company;
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             (2) the lawful distribution of the Company’s assets by way of
             dividend;

             (3) the allotment of bonus shares as dividends;

             (4) a reduction of registered capital, a repurchase of shares of
             the Company or a reorganisation of the share capital structure of
             the Company effected in accordance with the Company’s Articles of
             Association;

             (5) the lending of money by the Company within its scope of
             business and in the ordinary course of its business, where the
             lending of money is part of the scope of business of the Company
             (provided that the net assets of the Company are not thereby
             reduced or that, to the extent that the assets are thereby reduced,
             the financial assistance is provided out of distributable profits);

             (6) contributions made by the Company to the employee share
             ownership schemes (provided that the net assets of the Company are
             not thereby reduced or that, to the extent that the assets are
             thereby reduced, the financial assistance is provided out of
             distributable profits).

                        CHAPTER 6: SHARE CERTIFICATES AND
                            REGISTER OF SHAREHOLDERS

Article 32.  Share certificates of the Company shall be in registered form.

             The share certificate of the Company shall, aside from matters
             required by the Company Law and the Special Regulations, also
             contain other matters required to be stated therein by the stock
             exchange(s) on which the Company’s shares are listed.

Article 33.  Share certificates of the Company shall be signed by the Chairman
             of the Company’s board of directors. Where the stock exchange(s) on
             which the Company’s shares are listed require other senior
             officer(s) of the Company to sign on the share certificates, the
             share certificates shall also be signed by such senior officer(s).
             The share certificates shall take effect after being sealed or
             imprinted with the seal of the Company. The share certificate shall
             only be sealed with the Company’s seal under the authorisation of
             the board of directors. The signatures of the Chairman of the board
             of directors or other senior officer(s) of the Company may be
             printed in mechanical form.

Article 34.  The Company shall keep a register of shareholders which shall
             contain the following particulars:

             (1) the name (title) and address (residence), the occupation or
             nature of each shareholder;

             (2) the class and quantity of shares held by each shareholder;
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             (3) the amount paid-up on or agreed to be paid-up on the shares
             held by each shareholder;

             (4) the share certificate number(s) of the shares held by each
             shareholder;

             (5) the date on which each person was entered in the register as a
             shareholder;

             (6) the date on which any shareholder ceased to be a shareholder.

             Unless there is evidence to the contrary, the register of
             shareholders shall be sufficient evidence of the shareholders’
             shareholdings in the Company.

Article 35.  The Company may, in accordance with the mutual understanding and
             agreements made between the securities authority of the State
             Council and overseas securities regulatory organisations, maintain
             the register of shareholders of Overseas-Listed Foreign-Invested
             Shares overseas and appoint overseas agent(s) to manage such
             register of shareholders. The original register of shareholders for
             holders of H Shares shall be maintained in Hong Kong.

             A duplicate register of shareholders for the holders of
             Overseas-Listed Foreign-Invested Shares shall be maintained at the
             Company’s residence. The appointed overseas agent(s) shall ensure
             consistency between the original and the duplicate register of
             shareholders for the holders of Overseas-Listed Foreign-Invested
             Shares at all times.

             If there is any inconsistency between the original and the
             duplicate register of shareholders for the holders of
             Overseas-Listed Foreign-Invested Shares, the original shall
             prevail.

Article 36.  The Company shall have a complete register of shareholders which
             shall comprise the following parts:

             (1) the register of shareholders which is maintained at the
             Company’s residence (other than those share registers which are
             described in sub-paragraphs (2) and (3) of this Article);

             (2) the register of shareholders in respect of the holders of
             Overseas-Listed Foreign-Invested Shares of the Company which is
             maintained in the same place as the overseas stock exchange on
             which the shares are listed; and

             (3) the register of shareholders which are maintained in such other
             place as the board of directors may consider necessary for the
             purposes of the listing of the Company’s shares.

Article 37.  Different parts of the register of shareholders shall not overlap.
             No transfer of any shares registered in any part of the register
             shall, during the continuance of that registration, be registered
             in any other part of the register.
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             Amendments or rectification of the register of shareholders shall
             be made in accordance with the laws of the place where the register
             of shareholders is maintained.

Article 38.  All Overseas-Listed Foreign-Invested Shares shall be transferred by
             instrument in writing in any usual or common form or any other form
             which the directors may approve. The instrument of transfer of any
             share may be executed by hand without seal. If the shareholder is a
             recognised clearing house or its nominee defined by the Securities
             and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), the
             share transfer form may be executed by hand or in
             mechanically-printed form.

             All Overseas-Listed Foreign-Invested Shares listed in Hong Kong
             which have been fully paid-up may be freely transferred in
             accordance with the Company’s Articles of Association. However,
             unless such transfer complies with the following requirements, the
             board of directors may refuse to recognize any instrument of
             transfer and would not need to provide any reason therefor:

             (1) a fee of HK$2.50 per instrument of transfer or such higher
             amount as the board of directors may from time to time require but
             not exceeding than the amount agreed from time to time by the Rules
             Governing the Listing of Securities on the Stock Exchange of Hong
             Kong Limited has been paid to the Company for registration of the
             instrument of transfer and other documents relating to or which
             will affect the right of ownership of the shares;

             (2) the instrument of transfer only relates to Foreign-Listed
             Foreign-Invested Shares listed in Hong Kong;

             (3) the stamp duty which is chargeable on the instrument of
             transfer has already been paid;

             (4) the relevant share certificate(s) and any other evidence which
             the board of directors may reasonably require to show that the
             transferor has the right to transfer the shares have been provided;

             (5) if it is intended that the shares be transferred to joint
             owners, the maximum number of joint owners shall not be more than
             four (4);

             (6) the Company does not have any lien on the relevant shares.

             If the Company refuses to register any transfer of shares, the
             Company shall within two (2) months of formal application for the
             transfer provide the transferor and transferee with a notice of
             refusal to register such transfer.

Article 39.  No change may be made in the H Share register of shareholders as a
             result of a transfer of shares within thirty (30) days prior to the
             date of a shareholders’ general meeting or within five (5) days
             before the record date for the Company’s distribution of dividends.
             Changes in the A Share register of
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             shareholders shall comply with applicable PRC laws and regulations.

Article 40.  When the Company convenes a shareholders’ meeting, distributes
             dividends, is liquidated or undertakes any other acts which
             requires determination of rights attaching to shares in the
             Company, the board of directors or the convener of the
             shareholders’ meeting shall decide on a date for the registration
             of rights attaching to shares in the Company. The shareholders of
             the Company shall be such persons who appear in the register of
             shareholders at the close of such registration date.

Article 41.  Any person aggrieved and claiming to be entitled to have his name
             (title) entered in or removed from the register of shareholders may
             apply to a court of competent jurisdiction for rectification of the
             register.

Article 42.  Any person who is a registered shareholder or who requests his name
             be entered in the register of shareholders in respect of shares in
             the Company may, if his share certificate (the "original
             certificate") relating to the shares is lost, apply to the Company
             for a replacement share certificate in respect of such shares (the
             "Relevant Shares").

             Application by a holder of Domestic-Invested Shares, who has lost
             his share certificate, for a replacement share certificate shall be
             dealt with in accordance with Article 144 of the Company Law.

             Application by a holder of Overseas-Listed Foreign Shares, who has
             lost his share certificate, for a replacement share certificate may
             be dealt with in accordance with the law of the place where the
             original register of shareholders of holders of Overseas-Listed
             Foreign-Invested Shares is maintained, the rules of the stock
             exchange or other relevant regulations.

             The issue of a replacement share certificate to a holder of
             H Shares, who has lost his share certificate, shall comply with the
             following requirements:

             (1) The applicant shall submit an application to the Company in a
             prescribed form accompanied by a notarial certificate or a
             statutory declaration (i) stating the grounds upon which the
             application is made and the circumstances and evidence of the loss;
             and (ii) declaring that no other person is entitled to have his
             name entered in the register of shareholders in respect of the
             Relevant Shares.

             (2) The Company has not received any declaration made by any person
             other than the applicant declaring that his name shall be entered
             into the register of shareholders in respect of such shares before
             it decides to issue a replacement share certificate to the
             applicant.

             (3) The Company shall, if it intends to issue a replacement share
             certificate, publish a notice of its intention to do so at least
             once every thirty (30) days within a period of ninety (90)
             consecutive days in such newspapers as may be prescribed by the
             board of directors.

             (4) The Company shall, prior to publication of its intention to
             issue a
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             replacement share certificate, deliver to the stock exchange on
             which its shares are listed, a copy of the notice to be published
             and may publish the notice upon receipt of confirmation from such
             stock exchange that the notice has been exhibited in the premises
             of the stock exchange. Such notice shall be displayed in the
             premises of the stock exchange for a period of ninety (90) days.

             In the case of an application which is made without the consent of
             the registered holder of the Relevant Shares, the Company shall
             deliver by mail to such registered shareholder a copy of the notice
             to be published.

             (5) If, by the expiration of the 90-day period referred to in
             paragraphs (3) and (4) of this Article, the Company has not have
             received any objections from any person in respect of the issuance
             of the replacement share certificate, it may issue a replacement
             share certificate to the applicant pursuant to his application.

             (6) Where the Company issues a replacement share certificate
             pursuant to this Article, it shall forthwith cancel the original
             share certificate and document the cancellation of the original
             share certificate and issuance of a replacement share certificate
             in the register of shareholders accordingly.

             (7) All expenses relating to the cancellation of an original share
             certificate and the issuance of a replacement share certificate
             shall be borne by the applicant and the Company is entitled to
             refuse to take any action until reasonable security is provided by
             the applicant therefor.

Article 43.  Where the Company issues a replacement share certificate pursuant
             to the Company’s Articles of Association and a bona fide purchaser
             acquires or becomes the registered owner of such shares, his name
             (title) shall not be removed from the register of shareholders.

Article 44.  The Company shall not be liable for any damages sustained by any
             person by reason of the cancellation of the original share
             certificate or the issuance of the replacement share certificate
             unless the claimant is able to prove that the Company has acted in
             a deceitful manner.

Article 45.  Shares held by the promoter of the Company may not be transferred
             within one (1) year of the date of incorporation of the Company.
             Shares issued by the Company prior to the public offering of its
             shares may not be transferred within one (1) year of the date of
             listing of its shares on a stock exchange.

             The directors, supervisors, president, senior vice presidents, vice
             presidents, chief financial officer and other senior officers of
             the Company shall declare to the Company the shares in the Company
             held by him/her and any change thereof, and during his/her term of
             office may not in each year transfer more than twenty-five per cent
             (25%) of the shares in the Company held by him/her. The shares held
             by the aforementioned person may not be transferred within one (1)
             year of the date of listing of the Company’s shares. The
             aforementioned person may not transfer the shares in the Company
             held by him/her within six (6) months after he/she leaves office,
             except for

                                      -17-



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 3071 Validation: Y   Lines: 62 BOM  H02098  701.02.18.00 0/1

             changes in his/her shares as a result of judicial enforcement,
             succession, bequest, or legal partition of property.

             Where a director, supervisor, president, senior vice president,
             vice president, chief financial officer and other senior officer of
             the Company holds not more than one thousand (1,000) shares of the
             Company, he/she may transfer all of the shares at a time and shall
             not be subject to the limitation on transfer percentage specified
             in the preceding paragraph.

Article 46.  If a director, supervisor, president, senior vice president, vice
             president, chief financial officer and other senior officer of the
             Company, or the shareholder of Domestic-Invested Shares who holds
             more than five per cent (5%) of the shares of the Company, sells
             his shares in the Company within six (6) months of acquiring the
             same, or buys within six (6) months of selling his shares in the
             Company, the gains arisen therefrom shall belong to the Company and
             the board of directors of the Company shall recover such gains from
             him/her/it and make timely disclosure of the relevant
             circumstances. However, a securities company that acquires more
             than five per cent (5%) of the shares in the Company as a result of
             its underwriting commitment to purchase unsold shares shall not be
             subject to the six (6) month time limit when selling such shares.

             If the board of directors of the Company fails to act in accordance
             with the preceding paragraph, shareholders shall have the right to
             demand that the board of directors act accordingly within thirty
             (30) days. If the board of directors of the Company fails to act
             within the said time period, shareholders shall have the right, in
             the interests of the Company, to directly initiate proceedings in
             the court in their own name.

             If the board of directors of the Company fails to act in accordance
             with the first paragraph of this Article, the responsible directors
             shall be jointly liable according to law.

                       CHAPTER 7: SHAREHOLDERS’ RIGHTS AND
                                   OBLIGATIONS

Article 47.  A shareholder of the Company is a person who lawfully holds shares
             in the Company and whose name (title) is entered in the register of
             shareholders. A shareholder shall enjoy rights and assume
             obligations according to the class and amount of shares held by
             him; shareholders who hold shares of the same class shall enjoy the
             same rights and assume the same obligations.

             In the case of the joint shareholders, if one of the joint
             shareholders is deceased, only the other existing shareholders of
             the joint shareholders shall be deemed as the persons who have the
             ownership of the relevant shares. But the board of directors has
             the power to require them to provide a certificate of death as
             necessary for the purpose of modifying the register of
             shareholders, or any of the joint shareholders of the shares, only
             the joint shareholders ranking first in the register of
             shareholders have the right to accept certificates of the relevant
             shares, receive notices of the Company, attend and vote at
             shareholders’ general meetings of the Company. Any notice which is
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             delivered to the shareholder shall be considered as all the joint
             shareholders of the relevant shares who have been delivered.

Article 48.  The ordinary shareholders of the Company shall enjoy the following
             rights:

             (1) the right to receive dividends and other distributions in
             proportion to the number of shares held;

             (2) the right to request, convene, preside over, attend or appoint
             a proxy to attend shareholders’ general meetings and to vote
             thereat in accordance with laws;

             (3) the right of supervisory management over the Company’s business
             operations and the right to present proposals or to raise queries;

             (4) the right to transfer, donate or pledge shares in accordance
             with laws, administrative regulations and provisions of the
             Company’s Articles of Association;

             (5) the right to obtain relevant information in accordance with the
             provisions of the Company’s Articles of Association, including:

                  (i) the right to obtain a copy of the Company’s Articles of
                  Association, subject to payment of costs;

                  (ii) the right to inspect and copy, subject to payment of a
                  reasonable fee:

                       (a)  all parts of the register of shareholders;

                       (b)  personal particulars of each of the Company’s
                            directors, supervisors, president, senior vice
                            presidents, vice presidents, chief financial officer
                            and other senior officers, including:

                            (aa) present and former name and alias;

                            (bb) principal address (place of residence);

                            (cc) nationality;

                            (dd) primary and all other part-time occupations and
                                 duties;

                            (ee) identification documents and the numbers
                                 thereof.

                       (c)  financial report;

                       (d)  report on the status of the Company’s share capital;
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                       (e)  reports showing the aggregate par value, quantity,
                            highest and lowest price paid in respect of each
                            class of shares repurchased by the Company since the
                            end of the last accounting year and the aggregate
                            amount paid by the Company for this purpose;

                       (f)  special resolutions passed at the shareholders
                            meeting;

                       (g)  a copy of the latest annual return filed with the
                            Administration for Industry and Commence or other
                            competent PRC authority;

                       (h)  minutes of shareholders’ general meetings;

                       (i)  counterfoil of corporate bonds, resolutions of the
                            meetings of the board of directors and resolutions
                            of the meetings of the supervisory committee;

             (6) in the event of the termination or liquidation of the Company,
             the right to participate in the distribution of surplus assets of
             the Company in accordance with the number of shares held;

             (7) the right to request the Company to purchase the shares held by
             that shareholder if such shareholder objects to a resolution of the
             shareholders’ general meeting on the merger or division of the
             Company;

             (8) other rights conferred by laws, administrative regulations and
             the Company’s Articles of Association.

             The Company shall make available the above mentioned documents at
             its Hong Kong representative office for inspection by the
             shareholders and in respect of the documents mentioned in
             sub-section (5)(ii)(a),(c)-(g) above, by the public.

Article 49.  A shareholder requesting for inspection of information or access to
             materials referred to in the preceding Article shall produce to the
             Company written documents evidencing the class and number of shares
             that the shareholder holds. The Company shall provide such
             information and materials as requested by the shareholder after
             confirming the identity of the shareholder.

Article 50.  If the content of a resolution of a shareholders’ general meeting
             or the board of directors violates any laws or administrative
             regulations, a shareholder has the right to file a petition with
             the court to invalidate the resolution.

             If the procedure for convening or the method of voting at a
             shareholders’ general meeting or a meeting of the board of
             directors violates any laws, administrative regulations or the
             Company’s Articles of Association, or if the contents of a
             resolution breaches the Company’s Articles of Association, a
             shareholder may file a petition with the court to revoke the
             resolution within sixty (60) days from the date on which the
             resolution was passed.

                                      -20-



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 6782 Validation: Y   Lines: 53 BOM  H02098  701.02.21.00 0/1

Article 51.  If a director, president, senior vice president, vice president,
             chief financial officer or any other senior officer has violated
             any laws, administrative regulations or the Company’s Articles of
             Association in the course of performing his or her duties to the
             Company, and thereby caused the Company to incur a loss, a
             shareholder or shareholders who individually or jointly hold more
             than one per cent (1%) of the Company’s shares for more than one
             hundred and eighty (180) consecutive days may request in writing
             the supervisory committee to initiate proceedings in the court. If
             the supervisory committee has violated the laws, administrative
             regulations or the Articles of Association in the course of
             performing its duties to the Company, and thereby caused the
             Company to incur a loss, shareholder(s) may request in writing the
             board of directors to initiate proceedings in the court in respect
             thereof.

             If the supervisory committee or the board of directors refuse to
             initiate proceedings after receipt of a written request from the
             shareholder(s) as mentioned in the preceding paragraph, or fails to
             initiate proceedings within thirty (30) days of the date of receipt
             of the request, or under urgent circumstances where failure to
             promptly would cause possibly irreparable harm to the Company’s
             interests, the shareholders mentioned in the preceding paragraph
             are entitled to directly initiate proceedings in the court in their
             own name in the interests of the Company.

             If any third party infringes the lawful rights of the Company and
             has caused a loss to the Company, the shareholders mentioned in the
             first paragraph of this Article may initiate proceedings in the
             court according to the provisions of the two preceding paragraphs.

Article 52.  If a director, president, senior vice president, vice president,
             chief financial officer and other senior officer violate laws,
             administrative regulations or the Company’s Articles of Association
             and prejudices the interests of the shareholders of the Company,
             the shareholders may initiate proceedings in the court in respect
             thereof.

Article 53.  The ordinary shareholders of the Company shall assume the following
             obligations:

             (1) to comply with the Company’s Articles of Association;

             (2) to pay subscription monies according to the number of shares
             subscribed and the method of subscription;

             (3) not to withdraw his share capital unless required by laws or
             administrative regulations;
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             (4) not to abuse their shareholders’ rights to harm the Company’s
             or other shareholders’ interests; not to abuse the Company’s legal
             person status or his limited liability as a shareholder to harm the
             interests of the Company’s creditors. If a shareholder abuses its
             shareholder rights and causes a loss to the Company or other
             shareholders, he shall be held liable for damages in accordance
             with the law. If a shareholder abuses the Company’s legal person
             status or his limited liability as a shareholder to evade and
             repudiate debts, thereby seriously harming the interests of the
             Company’s creditors, he shall bear joint and several liability for
             the debts of the Company;

             (5) other obligations imposed by laws, administrative regulations
             and the Company’s Articles of Association.

             Shareholders shall not bear any liability for further contribution
             to share capital other than the conditions agreed to by the
             subscribers of the relevant shares on subscription.

Article 54.  In addition to the obligations imposed by laws and administrative
             regulations or required by the listing rules of the stock exchange
             on which the Company’s shares are listed, a controlling shareholder
             (as such term is defined in the following Article) shall not
             exercise his voting rights in respect of the following matters in a
             manner prejudicial to the interests of all or part of the
             shareholders of the Company:

             (1) to relieve a director or supervisor of his duty to act honestly
             in the best interests of the Company;

             (2) to approve the expropriation by a director or supervisor (for
             his own benefit or for the benefit of another person) of the
             Company’s assets in any way, including (without limitation)
             opportunities which are beneficial to the Company;

             (3) to approve the expropriation by a director or supervisor (for
             his own benefit or for the benefit of another person) of the
             individual rights of other shareholders, including (without
             limitation) rights to distributions and voting rights (save in a
             company restructuring which has been approved by the shareholders
             in a general meeting in accordance with the Company’s Articles of
             Association).

Article 55.  For the purpose of the foregoing Article, a "controlling
             shareholder" means a person who satisfies any one of the following
             conditions:

             (1) a person who, acting alone or in concert with others, has the
             power to elect more than half of the board of directors;

             (2) a person who, acting alone or in concert with others, has the
             power to exercise or to control the exercise of 30 % or more of the
             voting rights in the Company;
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             (3) a person who, acting alone or in concert with others, holds 30
             % or more of the issued and outstanding shares of the Company;

             (4) a person who, acting alone or in concert with others, has de
             facto control of the Company in any other way.

Article 56.  Any shareholder who holds more than five per cent (5%) of the
             voting Domestic-Invested Shares of the Company pledges the shares
             he holds shall report in writing to the Company on the date on
             which the pledge happens. Any pledge of H Shares shall be made in
             accordance with applicable Hong Kong laws, stock exchange rules and
             other relevant regulations.

Article 57.  The controlling shareholder and the de facto controller of the
             Company shall not take advantage of his affiliated relationship to
             harm the interests of the Company, and shall be held liable for
             damages if he causes a loss to the Company in violation of the
             preceding provisions.

             The controlling shareholder and the de facto controller of the
             Company shall bear the fiduciary duty to the Company and the
             shareholders who hold the shares issued to the public. The
             controlling shareholder shall exercise his rights as an investor
             strictly according to laws. It shall not harm the lawful rights of
             the Company and the shareholders of shares issued to the public by
             way of profit distribution, assets restructuring, investment in any
             third party, engrossing funds, loan security or any other ways. The
             controlling shareholder shall not harm the interests of the Company
             or the shareholders of shares issued to the public by taking
             advantage of his controlling status.

                        CHAPTER 8: SHAREHOLDERS’ GENERAL
                                    MEETINGS

Article 58.  The shareholders’ general meeting is the organ of authority of the
             Company and shall exercise its functions and powers in accordance
             with law.

Article 59.  The shareholders’ general meeting shall have the following
             functions and powers:

             (1) to decide on the Company’s operational policies and investment
             plans;

             (2) to elect and replace directors and to decide on matters
             relating to the remuneration of directors;

             (3) to elect and replace supervisors who represent the shareholders
             and to decide on matters relating to the remuneration of
             supervisors;

             (4) to examine and approve the board of directors’ reports;

             (5) to examine and approve the supervisory committee’s reports;
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             (6) to examine and approve the Company’s proposed annual financial
             budget and final accounts;

             (7) to examine and approve the Company’s annual profit distribution
             plans and loss recovery plans;

             (8) to decide on the increase or reduction of the Company’s
             registered capital;

             (9) to decide on matters such as merger, division, dissolution,
             liquidation of the Company, or changes in the form of the Company;

             (10) to decide on the issue of debentures by the Company;

             (11) to decide on the appointment, dismissal or non-reappointment
             of the accountants of the Company;

             (12) to amend the Company’s Articles of Association;

             (13) to consider motions raised by shareholders who represent three
             per cent (3 %) or more of the total number of voting shares of the
             Company;

             (14) to examine and approve the security-related matters that are
             subject to the approval of shareholders in general meetings
             according to laws, administrative regulations or the Company’s
             Articles of Association;

             (15) to examine the matters of purchase and/or sale by the Company
             within one year of significant assets exceeding thirty per cent
             (30%) of the latest audited total assets of the Company;

             (16) to examine and approve the change of the use of the raised
             funds;

             (17) to examine stock incentive plans;

             (18) to decide on other matters which, according to laws,
             administrative regulations or the Company’s Articles of
             Association, need to be approved by shareholders in general
             meetings.

             The shareholders in a general meeting may authorise the board of
             directors to carry out matters on their behalf or which they may
             sub-delegate to the board of directors. Such authorization shall be
             clear and specific. An ordinary resolution of the shareholders’
             general meeting must be passed by affirmative votes representing at
             least fifty per cent (50%) of the voting rights represented by the
             shareholders (including shareholders’ proxies) present at the
             meeting. A special resolution of shareholders’ general meeting must
             be passed by affirmative votes representing at least two-thirds of
             the voting rights represented by the shareholders (including
             shareholders’ proxies) present at the meeting.

Article 60.  The Company’s following activities of providing security for a
             third party shall be examined and approved by the shareholders’
             general meeting.
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             (1) Any security provided after the total amount secured by the
             Company and its controlled subsidiaries for third parties reaches
             or exceeds fifty per cent (50%) of the latest audited net assets of
             the Company;

             (2) Any security provided after the total amount secured by the
             Company for third parties reaches or exceeds thirty per cent (30%)
             of the latest audited total assets of the Company;

             (3) Any security provided for the beneficiary whose debt to asset
             ratio exceeds seventy per cent (70%);

             (4) Any secured amount of one single security which exceeds ten per
             cent (10%) of the latest audited net assets;

             (5) Any security provided for a shareholder, de facto controller
             and their affiliated parties.

Article 61.  The Company shall not, without the prior approval of shareholders’
             special resolutions in a general meeting, enter into any contract
             with any person (other than a director, supervisor, president,
             senior vice president, vice president, chief financial officer or
             other senior officer) whereby the Company delegates such person to
             the management and administration of the whole or any substantial
             part of the Company’s business.

Article 62.  Shareholders’ general meetings are divided into annual general
             meetings and extraordinary general meetings. Shareholders’ general
             meetings shall be convened by the board of directors. Annual
             general meetings are held once every year and within six (6) months
             from the end of the preceding financial year. The shareholders’
             general meetings shall be held at a meeting place in the form of on
             site meeting. The Company may use the network or any other means
             for its shareholders to conveniently participate in the
             shareholders’ general meetings. The shareholders that participate
             the shareholders’ general meeting by any aforesaid means shall be
             regarded as having attended the meeting.

             The board of directors shall convene an extraordinary general
             meeting within two (2) months of the occurrence of any one of the
             following events:

             (1) where the number of directors is less than the number
             stipulated in the Company Law or two-thirds of the number specified
             in the Company’s Articles of Association;

             (2) where the unrecovered losses of the Company amount to one-third
             of the total amount of its share capital;

             (3) where shareholder(s) who individually or jointly holds 10 % or
             more of the Company’s issued and outstanding voting shares
             request(s) in writing for the convening of an extraordinary general
             meeting;
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             (4) whenever the board of directors deems necessary or the
             supervisory committee so requests;

             (5) other circumstances specified in laws, administrative
             regulations, departmental regulations or the Company’s Articles of
             Association.

Article 63.  When the Company convenes a shareholders’ general meeting, written
             notice of the meeting shall be given forty-five (45) days before
             the date of the meeting to notify all of the shareholders whose
             names appear in the share register of the matters to be considered
             and the date and place of the meeting. A shareholder who intends to
             attend the meeting shall deliver to the Company his written reply
             concerning his attendance at such meeting twenty (20) days before
             the date of the meeting.

Article 64.  When the Company convenes a shareholders’ annual general meeting,
             shareholder(s) holding 3% or more of the total voting shares of the
             Company shall have the right to propose interim motions in writing
             to the convener ten (10) days prior to the date of such meeting.
             Within two (2) days upon receipt thereof the convener shall issue a
             supplemental notice of the shareholders’ general meeting to
             announce the content of such interim motions.

             The content of the motions mentioned in the preceding paragraph
             shall fall within the functions and powers of the shareholders’
             general meeting, shall contain clear subjects for discussion and
             specific matters to be resolved and shall comply with relevant
             provisions of the laws, administrative regulations and the
             Company’s Articles of Association.

Article 65.  The Company shall, based on the written replies which it receives
             from the shareholders twenty (20) days before the date of the
             shareholders’ general meeting, calculate the number of voting
             shares represented by the shareholders who intend to attend the
             meeting. If the number of voting shares represented by the
             shareholders who intend to attend the meeting amount to more than
             one-half of the Company’s total voting shares, the Company may hold
             the meeting; if not, then the Company shall, within five (5) days,
             notify the shareholders by way of public announcement the matters
             to be considered at, and the place and date for, the meeting. The
             Company may then hold the meeting after publication of such
             announcement.

             A shareholders’ extraordinary general meeting shall not decide on
             any matter not stated in the notice for the meeting.

Article 66.  A notice of a meeting of the shareholders of the Company shall
             satisfy the following criteria:

             (1) be in writing;

             (2) specify the methods of conversion, place, date and time of the
             meeting;

             (3) state the matters to be discussed at the meeting;
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             (4) provide such information and explanation as are necessary for
             the shareholders to make an informed decision on the proposals put
             before them. Without limiting the generality of the foregoing,
             where a proposal is made to amalgamate the Company with another, to
             repurchase the shares of the Company, to reorganise its share
             capital or to restructure the Company in any other way, the terms
             of the proposed transaction must be provided in detail together
             with copies of the proposed agreement, if any, and the cause and
             effect of such proposal must be properly explained;

             (5) contain a disclosure of the nature and extent of the material
             interests (if any) of any director, supervisor, president, senior
             vice president, vice president, chief financial officer or other
             senior officer in the proposed transaction and explain the effect
             which the proposed transaction will have on them in their capacity
             as shareholders provided that it is different from the effect on
             other shareholders of the same class;

             (6) contain the full text of any special resolution to be proposed
             at the meeting;

             (7) contain a conspicuous statement that a shareholder entitled to
             attend and vote at such meeting is entitled to appoint one (1) or
             more proxies to attend and vote at such meeting on his behalf and
             that a proxy need not be a shareholder;

             (8) specify the time and place for lodging proxy forms for the
             relevant meeting;

             (9) the registration date for the shareholders entitled to attend
             the meeting;

             (10) name and telephone number of the standing contact person of
             the meeting.

Article 67.  Notice of shareholders’ general meetings shall be served on each
             shareholder (whether or not such shareholder is entitled to vote at
             the meetings), by personal delivery or prepaid mail to the address
             of the shareholder as shown in the register of shareholders. For
             the holders of Domestic-Invested Shares, notice of the meetings may
             also be issued by way of public announcement.

             The public announcement referred to in the preceding paragraph
             shall be published in media designated by the securities authority
             of the State Council within the interval of forty-five (45) days to
             fifty (50) days before the date of the meeting; after the
             publication of such announcement, the holders of Domestic-Invested
             Shares shall be deemed to have received the notice of the relevant
             shareholders’ general meeting. Such public announcement shall be
             published in Chinese and English in accordance with Article 198.

Article 68.  The accidental omission to give notice of a meeting to, or the
             failure to receive the notice of a meeting by, any person entitled
             to receive such notice shall not invalidate the meeting and the
             resolutions adopted thereat.
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Article 69.  Any shareholder who is entitled to attend and vote at a general
             meeting of the Company shall be entitled to appoint one (1) or more
             persons (whether such person is a shareholder or not) as his
             proxies to attend and vote on his behalf, and a proxy so appointed
             shall be entitled to exercise the following rights pursuant to the
             authorisation from that shareholder:

             (1) the shareholders’ right to speak at the meeting;

             (2) the right to demand or join in demanding a poll;

             (3) the right to vote by hand or on a poll, but a proxy of a
             shareholder who has appointed more than one (1) proxy may only vote
             on a poll.

             If the shareholder is a recognized clearing house defined by the
             Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
             Kong), such shareholder is entitled to appoint one or more persons
             as his proxies to attend on his behalf at a general meeting or at
             any class meeting; but, if one or more persons have such authority,
             the letter of authorization shall contain the number and class of
             the shares with respect to each of such authorized persons. Such
             person can exercise the right on behalf of the recognized clearing
             house (or its attorney) as if he is an individual shareholder of
             the Company.

Article 70.  The instrument appointing a proxy shall be in writing under the
             hand of the appointor or his attorney duly authorised in writing,
             or if the appointor is a legal entity, either under seal or under
             the hand of a director or a duly authorised attorney. The letter of
             authorization shall contain the number of the shares to be
             represented by the attorney. If several persons are authorized as
             the attorneys of the shareholder, the letter of authorization shall
             specify the number of the shares to be represented by each
             attorney.

Article 71.  The instrument appointing a voting proxy and, if such instrument is
             signed by a person under a power of attorney or other authority on
             behalf of the appointor, a notarially certified copy of that power
             of attorney or other authority shall be deposited at the residence
             of the Company or at such other place as is specified for that
             purpose in the notice convening the meeting, not less than
             twenty-four (24) hours before the time for holding the meeting at
             which the proxy proposes to vote or the time appointed for the
             passing of the resolution.

             If the appointor is a legal person, its legal representative or
             such person as is authorised by resolution of its board of
             directors or other governing body may attend any meeting of
             shareholders of the Company as a representative of the appointor.

Article 72.  Any form issued to a shareholder by the Company’s board of
             directors for use by such shareholder for the appointment of a
             proxy to attend and vote at meetings of the Company shall be such
             as to enable the shareholder to freely instruct the proxy to vote
             in favour of or against the motions, such instructions being given
             in respect of each individual matter to be voted on at the meeting.
             Such a form shall contain a statement that, in the absence of
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             specific instructions from the shareholder, the proxy may vote as
             he thinks fit.

             The Company has the right to request a proxy who attends a
             shareholders’ meeting to provide evidence of his or its identity.

             If a shareholder which is a legal person appoints its legal
             representative to attend a meeting on its behalf, the Company has
             the right to request such legal representative to produce evidence
             of his identity and a notarially certified copy of the resolutions
             of such shareholder’s board of directors in respect of the
             appointment of the proxy or the power of attorney executed by such
             other organisation which has the capacity to appoint the proxy.

Article 73.  A vote given in accordance with the terms of a proxy shall be valid
             notwithstanding the death or loss of capacity of the appointor or
             revocation of the proxy or the authority under which the proxy was
             executed, or the transfer of the shares in respect of which the
             proxy is given, provided that the Company did not receive any
             written notice in respect of such matters before the commencement
             of the relevant meeting.

Article 74.  Resolutions of shareholders’ general meetings shall be divided into
             ordinary resolutions and special resolutions.

             An ordinary resolution must be passed by votes representing more
             than one-half of the voting rights represented by the shareholders
             (including proxies) present at the meeting.

             A special resolution must be passed by votes representing more than
             two-thirds of the voting rights represented by the shareholders
             (including proxies) present at the meeting.

Article 75.  A shareholder (including a proxy), when voting at a shareholders’
             general meeting, may exercise such voting rights as are attached to
             the voting shares which he represents. Each share shall have one
             (1) vote.

             No voting rights shall be attached to the Company’s shares held by
             the Company, and such shares shall be excluded for the purpose of
             calculating the total number of voting shares held by the
             shareholders present at the shareholders’ general meeting.

             Where any shareholder, under the listing rules, is required to
             abstain from voting on any particular resolution or restricted to
             vote only for or only against any particular resolution, any votes
             cast by or on behalf of such shareholder in contravention of such
             requirement or restriction shall not be counted.

Article 76.  At any shareholders’ general meeting, a resolution shall be decided
             on a show of hands unless voting by way of a poll is required under
             the listing rules or demanded by the following persons before or
             after any vote by a show of hands:
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             (1) the chairman of the meeting;

             (2) at least two (2) shareholders present in person or by proxy
             entitled to vote thereat;

             (3) one (1) or more shareholders present in person or by proxy who
             represent(s), individually or in aggregate, 10 % or more of all
             shares carrying the right to vote at the meeting.

             Unless voting by way of a poll is required under the listing rules
             or demanded by the persons, the chairman may declare that a
             resolution has been passed on a show of hands and the record of
             such in the minutes of the meeting shall be conclusive evidence of
             the fact that such resolution has been passed. There is no need to
             provide evidence of the number or proportion of votes in favour of
             or against such resolution.

             The demand for a poll may be withdrawn by the person who demands
             the same.

Article 77.  A poll demanded on the election of the chairman of the meeting, or
             on a question of adjournment of the meeting, shall be taken
             forthwith. A poll demanded on any other question shall be taken at
             such time as the chairman of the meeting directs, and any business
             other than that upon which a poll has been demanded may be
             proceeded with, pending the taking of the poll. The result of the
             poll shall be deemed to be a resolution of the meeting at which the
             poll was demanded.

Article 78.  On a poll taken at a meeting, a shareholder (including a proxy)
             entitled to two (2) or more votes need not cast all his votes in
             the same way.

Article 79.  In the case of an equality of votes, whether on a show of hands or
             on a poll, the chairman of the meeting shall be have a casting
             vote.

Article 80.  The following matters shall be resolved by an ordinary resolution
             at a shareholders’ general meeting:

             (1) work reports of the board of directors and the supervisory
             committee;

             (2) annual profit distribution plans and loss recovery plans
             formulated by the board of directors;

             (3) appointment or removal of members of the board of directors and
             members of the supervisory committee, their remuneration and manner
             of payment;

             (4) annual budgets and final accounts, balance sheets and profit
             and loss accounts and other financial statements of the Company;

             (5) matters other than those which are required by the laws,
             administrative regulations or the Company’s Articles of Association
             to be adopted by special resolution.
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Article 81.  The following matters shall be resolved by a special resolution at
             a shareholders’ general meeting:

             (1) increase or reduction in share capital and the issue of shares
             of any class, warrants and other similar securities;

             (2) issue of debentures of the Company;

             (3) division, merger, dissolution and liquidation of the Company;

             (4) amendment of the Company’s Articles of Association;

             (5) acquisition or disposal of major assets in one year or
             provision of securities for third parties which exceeds thirty per
             cent (30%) of the latest audited total assets of the Company;

             (6) stock incentive plans;

             (7) any other matters considered by the shareholders in general
             meeting, and resolved by way of an ordinary resolution, to be of a
             nature which may have a material impact on the Company and should
             be adopted by a special resolution in accordance with the laws,
             administrative regulations and the Company’s Articles of
             Association.

Article 82.  Where any shareholders request for the convention of an
             extraordinary general meeting or a class meeting the following
             procedures shall be followed:

             Shareholders who individually or in aggregate hold not less than
             ten per cent (10%) of the Company’s shares with voting right shall
             have the right to request in writing the board of directors to
             convene an extraordinary general meeting or a class meeting. The
             board of directors shall, according to the laws, administrative
             regulations and the Company’s Articles of Association, give written
             feedback of consenting to or refusing the convening of such
             extraordinary shareholders’ general meeting within ten (10) days
             after it has received the request.

             If the board of directors consents to convene an extraordinary
             general meeting or a class meeting, it shall give notice for such
             shareholders’ general meeting within 5 days after it has so
             resolved. The consent of the concerned shareholders shall be
             obtained if any change is to be made to the request in the notice.

             If the board of directors refuses to convene an extraordinary
             general meeting or a class meeting, or it fails to give any
             feedback within ten (10) days after it has received the request,
             the shareholders who individually or in aggregate hold more than
             ten per cent (10%) of the Company’s shares shall have the right to
             request in writing the supervisory committee to convene the
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             extraordinary shareholders’ general meeting.

             If the supervisory committee consents to convene the extraordinary
             shareholders’ general meeting or the class meeting, it shall give
             the notice for such shareholders’ general meeting within five (5)
             days after it has received the request. The consent of the
             concerned shareholders shall be obtained if any change is to be
             made to the request in the notice.

             If the supervisory committee fails to give notice of convening the
             shareholders’ general meeting within the provided time limit, the
             supervisory committee shall be deemed to have failed to convene and
             preside the shareholders’ general meeting, and the shareholders who
             individually or in aggregate hold not less than ten per cent (10%)
             of the Company’s shares for more than ninety (90) days continuously
             may at their own discretion convene and preside such a meeting.

             Any reasonable expenses incurred by the shareholders concerned by
             reason of failure by the board of directors to duly convene a
             meeting shall be repaid to shareholders concerned by the Company
             and any sum so repaid shall be set-off against sums owed by the
             Company to the defaulting directors.

Article 83.  The chairman of the board of directors shall preside over the
             shareholders’ general meetings. When the chairman is unable or
             fails to perform his duties, the vice-chairman shall preside over
             the meetings. When the vice-chairman is unable or fails to perform
             his duties, the director jointly selected by a majority of the
             directors shall preside over the meeting.

             The chairman of the supervisory committee shall preside over the
             shareholders’ general meeting convened by the supervisory
             committee. When the chairman of the supervisory committee is unable
             or fails to perform his duties, the supervisor jointly selected by
             a majority of the supervisors shall preside over the meeting.

             The shareholders’ general meeting convened by shareholders shall be
             presided over by the representative selected by the convener.

             If the shareholders’ general meeting can not proceed due to
             violation of the rules of procedures by the chairman during the
             meeting, another person selected by the majority of the
             shareholders with voting rights and present at the meeting may
             preside over the meeting, and then the meeting shall proceed.

Article 84.  The chairman of the meeting shall be responsible for determining
             whether a resolution has been passed. His decision, which shall be
             final and conclusive, shall be announced at the meeting and
             recorded in the minute book.

Article 85.  If the chairman of the meeting has any doubt as to the result of a
             resolution which has been put to vote at a shareholders’ meeting,
             he may have the votes counted. If the chairman of the meeting has
             not counted the votes, any
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             shareholder who is present in person or by proxy and who objects to
             the result announced by the chairman of the meeting may,
             immediately after the declaration of the result, demand that the
             votes be counted and the chairman of the meeting shall have the
             votes counted immediately.

Article 86.  If votes are counted at a shareholders’ general meeting, the result
             of the count shall be recorded in the minute book.

             The meeting minutes shall be in the charge of the secretary to the
             board of directors. The chairman of the meeting, the directors,
             supervisors, secretary to the board of directors, conveners or
             their representatives shall sign on the meeting minutes. The
             minutes, shareholders’ attendance lists and proxy forms shall be
             kept at the Company’s place of residence for at least ten (10)
             years.

Article 87.  The minutes, shareholders’ attendance lists and proxy forms shall
             be kept at the Company’s place of residence.

Article 88.  Copies of the minutes of any shareholders’ meeting shall, during
             business hours of the Company, be open for inspection by any
             shareholder without charge. If a shareholder requests for a copy of
             such minutes from the Company, the Company shall send a copy of
             such minutes to him within seven (7) days after receipt of
             reasonable fees therefor.

Article 89.  The resolution of shareholders’ general meeting shall be announced
             timely. The announcement shall set forth the following: the number
             of shareholders and proxies present at the meeting, the total
             number of voting shares held by attending shareholders (and
             proxies) and its proportion to the total voting shares of the
             Company, voting methods, voting outcome of each motion and the
             details of each resolution adopted.

Article 90.  If a motion is not passed or a resolution adopted at the previous
             shareholders’ general meetings is changed at the current
             shareholders’ general meeting, a specific explanation shall be made
             in the announcement of the resolution of the shareholders’ general
             meeting.

                    CHAPTER 9: SPECIAL PROCEDURES FOR VOTING
                           BY A CLASS OF SHAREHOLDERS

Article 91.  Those shareholders who hold different classes of shares are class
             shareholders.

             Class shareholders shall enjoy rights and assume obligations in
             accordance with laws, administrative regulations and the Company’s
             Articles of Association.

Article 92.  Rights conferred on any class of shareholders ("class rights") may
             not be varied or abrogated save with the approval of a special
             resolution of shareholders in a general meeting and by the class
             shareholders affected at a separate meeting conducted in accordance
             with Articles 93 to 97.
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Article 93.  The following circumstances shall be deemed to be variation or
             abrogation of the rights attaching to a particular class of shares:

             (1) to increase or decrease the number of shares of that class, or
             to increase or decrease the number of shares of a class having
             voting right or right to dividends or privileges equal or superior
             to those of shares of that class;

             (2) to exchange all or part of the shares of that class for shares
             of another class or to exchange or to create a right to exchange
             all or part of the shares of another class for shares of that
             class;

             (3) to remove or reduce rights to accrued dividends or rights to
             cumulative dividends attached to shares of that class;

             (4) to reduce or remove preferential rights attached to shares of
             that class to receive dividends or the distribution of assets in
             the event that the Company is liquidated;

             (5) to add, remove or reduce share conversion rights, options,
             voting rights, transfer or pre-emptive rights, or rights to acquire
             securities of the Company attached to shares of that class;

             (6) to remove or reduce rights to receive payment payable by the
             Company in particular currencies attached to shares of that class;

             (7) to create a new class of shares having voting right, right to
             dividends or other privileges equal or superior to those of the
             shares of that class;

             (8) to restrict the transfer or ownership of shares of that class
             or to increase the types of restrictions attaching thereto;

             (9) to allot and issue rights to subscribe for, or to convert the
             existing shares into, shares in the Company of that class or
             another class;

             (10) to increase the rights or privileges of shares of another
             class;

             (11) to restructure the Company in such a way so as to result in
             the disproportionate distribution of obligations between the
             various classes of shareholders;

             (12) to vary or abrogate any provision of this Chapter.

Article 94.  Shareholders of the affected class, whether or not otherwise having
             the right to vote at shareholders’ general meetings, have the right
             to vote at class meetings in respect of matters concerning
             sub-paragraphs (2) to (8), (11) and (12) of Article 93, but
             interested shareholder(s) shall not be entitled to vote at such
             class meetings.

             "(An) interested shareholder(s)", as such term is used in the
             preceding
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             paragraph, means:

             (1) in the case of a repurchase of shares by way of a general offer
             to all shareholders of the Company or by way of public dealing on a
             stock exchange pursuant to Article 25, a "controlling shareholder"
             within the meaning of Article 55;

             (2) in the case of a repurchase of shares by an off-market
             agreement pursuant to Article 25, a holder of the shares to which
             the proposed agreement relates;

             (3) in the case of a restructuring of the Company, a shareholder
             who assumes a lower proportion of obligation than the obligations
             imposed on shareholders of that class under the proposed
             restructuring or who has an interest in the proposed restructuring
             different from the general interests of the other shareholders of
             that class.

Article 95.  Resolutions of a class of shareholders shall be passed by votes
             representing more than two-thirds of the voting rights of
             shareholders of that class represented at the relevant meeting who,
             according to Article 94, are entitled to vote thereat.

Article 96.  Written notice of a class meeting shall be given to all
             shareholders who are registered as holders of that class in the
             register of shareholders forty-five (45) days before the date of
             the class meeting. Such notice shall give such shareholders notice
             of the matters to be considered at such meeting, the date and the
             place of the class meeting. A shareholder who intends to attend the
             class meeting shall deliver his written reply in respect thereof to
             the Company twenty (20) days before the date of the class meeting.

             If the shareholders who intend to attend such class meeting
             represent more than half of the total number of shares of that
             class which have the right to vote at such meeting, the Company may
             hold the class meeting; if not, the Company shall within five (5)
             days give the shareholders further notice of the matters to be
             considered, the date and the place of the class meeting by way of
             public announcement. The Company may then hold the class meeting
             after such public announcement has been made.

Article 97.  Notice of class meetings need only be served on shareholders
             entitled to vote thereat.

             Class meetings shall be conducted in a manner which is as similar
             as possible to that of shareholders’ general meetings. The
             provisions of the Company’s Articles of Association relating to the
             manner for convening shareholders’ general meetings are also
             applicable to class meetings.

Article 98.  Apart from the holders of other classes of shares, the holders of
             the Domestic-Invested Shares and holders of Overseas-Listed
             Foreign-Invested Shares shall be deemed to be holders of different
             classes of shares.

             The special procedures for approval by a class of shareholders
             shall not
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             apply in the following circumstances:

             (1) where the Company issues, upon the approval by special
             resolution of its shareholders in a general meeting, either
             separately or concurrently once every twelve (12) months, not more
             than 20% of each of its existing issued Domestic-Invested Shares
             and Overseas-Listed Foreign-Invested Shares; or

             (2) where the Company’s plan to issue Domestic-Invested Shares and
             Overseas-Listed Foreign-Invested Shares at the time of its
             establishment is carried out within fifteen (15) months from the
             date of approval of the securities authority of the State Council.

                         CHAPTER 10: BOARD OF DIRECTORS

Article 99.  The Company shall have a board of directors. The board of directors
             shall consist of eleven (11) to fifteen (15) directors. The board
             of directors shall have one (1) Chairman and one (1) to two (2)
             Vice-chairman. At least one third of the board directors should be
             independent (non-executive) directors which should include at least
             one (1) accounting professional.

Article 100. Directors shall be elected at the shareholders’ general meeting
             each for a term of not more than three (3) years. At the expiry of
             a director’s term, the term is renewable upon re-election.

             The period for lodgement of notices in writing to the Company of
             the intention to propose a person for election as a director and of
             such person’s consent to be elected shall be at least seven (7)
             days and which shall commence no earlier than the day after the
             despatch of the notice of the shareholders’ general meeting to be
             convened to consider such election and shall end no later than
             seven (7) days prior to the date of such general meeting.

             The Chairman and the Vice-chairman shall be elected and removed by
             more than one-half of all of the members of the board of directors.

             The term of service of a director shall commence from the date on
             which he takes his position to the expiration of the session of the
             board of directors he serves. If no re-election is timely carried
             out upon the expiration of a director’s term of service, the
             incumbent director shall perform his duties as director in
             accordance with laws, administrative regulations, department rules
             and the Company’s Articles of Association until a substitute
             director is elected and takes his position

             President, senior vice presidents, vice presidents, chief financial
             officer or other senior officers may concurrently serve as a
             director, provided that the aggregate number of such directors
             shall not exceed one half of all the directors of the Company.

             Subject to compliance with all relevant laws and administrative
             regulations,
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             the shareholders’ general meeting may by ordinary resolution remove
             any director before the expiration of his term of office. However,
             the director’s right to claim for damages which arises out from his
             removal shall not be affected thereby.

             The Directors shall not be required to hold qualifying shares.

Article 101. The board of directors is accountable to the shareholders’ general
             meeting and exercises the following functions and powers:

             (1) to be responsible for the convening of the shareholders’
             general meeting and to report on its work to the shareholders in
             general meetings;

             (2) to implement the resolutions passed by the shareholders in
             general meetings;

             (3) to determine the Company’s business plans and investment
             proposals;

             (4) to formulate the Company’s annual final financial budgets and
             final accounts;

             (5) to formulate the Company’s profit distribution proposal and
             loss recovery proposal;

             (6) to formulate proposals for the increase or reduction of the
             Company’s registered capital and for the issuance of the Company’s
             debentures or other securities as well as listing of shares of the
             Company;

             (7) to draw up plans for the acquisition of the Company’s stocks,
             merger, division , dissolution as well as change of corporate forms
             of the Company;

             (8) to decide on the Company’s internal management structure;

             (9) to appoint or remove the Company’s president and to appoint or
             remove the senior vice presidents, vice presidents, financial
             controller(s) and other senior officers and to decide on their
             remuneration;

             (10) to formulate the Company’s basic management system;

             (11) to formulate proposals for any amendment of the Company’s
             Articles of Association;

             (12) to manage the disclosure of information of the Company;

             (13) to exercise any other powers conferred by the shareholders in
             general meetings.

             Other than the board of directors’ resolutions in respect of the
             matters specified in sub-paragraphs (6), (7) and (11) of this
             Article which shall be passed by the affirmative votes of more than
             two-thirds of all the directors,
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             the board of directors’ resolutions in respect of all other matters
             may be passed by the affirmative votes of a simple majority of the
             directors.

Article 102. In the absence of relevant provisions in the Company’s Articles of
             Association or without the legitimate authorization of the board of
             directors, a director shall not act personally on behalf of the
             Company or the board of directors. When a director is acting
             personally and a third party may reasonably deem that he is acting
             on behalf of the Company or the board of directors, the director
             shall clarify his position and status in advance.

Article 103. The board of directors shall not, without the prior approval of
             shareholders in a general meeting, dispose or agree to dispose of
             any fixed assets of the Company where the aggregate of the expected
             value of the proposed disposition and the total amount of all the
             dispositions of fixed assets of the Company that have been
             completed in the period of four (4) months immediately preceding
             the proposed disposition, exceeds thirty-three per cent. (33%) f
             the value of the Company’s fixed assets as shown in the latest
             balance sheet which was tabled at a shareholders’ general meeting.

             For the purposes of this Article, "disposition" includes an act
             involving the transfer of an interest in assets but does not
             include the usage of fixed assets for the provision of security.

             The validity of a disposition by the Company shall not be affected
             by any breach of the first paragraph of this Article.

Article 104. Unless otherwise provided by applicable laws, regulations and/or
             relevant listing rules, the board of directors shall have the
             authority to decide on investment or acquisition projects not
             exceeding twenty-five per cent (25%) of the latest audited total
             assets of the Company.

Article 105. The Chairman of the board of directors shall exercise the following
             powers:

             (1) to preside over shareholders’ general meetings and to convene
             and preside over meetings of the board of directors;

             (2) to check on the implementation of resolutions passed by the
             board of directors at directors’ meetings;

             (3) to sign the securities certificates issued by the Company;

             (4) to exercise other powers conferred by the board of directors.

             When the Chairman is unable to exercise his powers, such powers
             shall be exercised by the Vice-chairman who has been designated by
             the Chairman to exercise such powers on his behalf.

Article 106. Meetings of the board of directors shall be held at least four
             times every year and shall be convened by the Chairman of the board
             of directors. Where there is an urgent matter, an extraordinary
             meeting of the board of directors may be held if it is so requested
             by more than one-third of the directors, the
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             Chairman of the board of directors, shareholders representing ten
             per cent (10%) or more of the voting rights, the supervisory
             committee or the Company’s president.

Article 107. Notice of meetings and extraordinary meetings of the board of
             directors shall be delivered in person, by facsimile, by electronic
             means, by express delivery service or by registered mail. The time
             limit for the delivery of notice of meetings and extraordinary
             meetings of the board of directors shall be at least fourteen (14)
             days and ten (10) days respectively before the meetings. Where the
             circumstance is urgent and it is necessary to hold an extraordinary
             meeting of the board of directors as soon as possible, the notice
             on the meeting can be circulated at any time by phone or any other
             verbal means, but the convener shall make explanations at the
             meeting.

             A notice for a meeting of the board of directors shall set out the
             followings:

             (1) time and venue of the meeting;

             (2) duration of the meeting;

             (3) reasons and agenda;

             (4) the delivery date of the notice.

Article 108. Notice of a meeting shall be deemed to have been given to any
             director who attends the meeting without protesting against, before
             or at its commencement, any lack of notice.

Article 109. Any regular or extraordinary meeting of the board of directors may
             be held by way of telephone conferencing or similar communication
             equipment so long as all directors participating in the meeting can
             clearly hear and communicate with each other. All such directors
             shall be deemed to be present in person at the meeting.

Article 110. Meetings of the board of directors shall be held only if more than
             half of the directors (including any alternate director appointed
             pursuant to Article 111 of the Company’s Articles of Association)
             are present.

             Each director shall have one (1) vote. Unless otherwise provided
             for in the Company’s Articles of Association, a resolution of the
             board of directors must be passed by more than half of all of the
             directors of the Company. A resolution of the board of directors
             relating to connected transactions shall be signed by independent
             (non-executive) directors before coming into effect.

             Where there is an equality of votes cast both for and against a
             resolution, the Chairman of the board of directors shall have a
             casting vote.

             A director shall not vote on any board resolution in which he or
             any of his associates or a substantial shareholder has a material
             interest nor shall he be counted in the quorum present at the same
             board meeting. The relevant
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             transaction shall be dealt with by way of a board meeting and not
             by way of circulation of written meeting materials. If an
             independent non-executive director (and whose associates) has no
             material interests in the transaction, he should be present at such
             board meeting.

             In this Article, "substantial shareholder" and "associate" shall
             have the same meaning as defined in the listing rules. If any stock
             exchange where the shares of the Company are listed sets out more
             stringent rules in relation to the matters in relation to which any
             director should abstain from voting, the directors should comply
             with the more stringent rules.

Article 111. Directors shall attend the meetings of the board of directors in
             person. Where a director is unable to attend a meeting for any
             reason, he may by a written power of attorney appoint another
             director to attend the meeting on his behalf. The power of attorney
             shall set out the scope of the authorisation.

             A Director appointed as a representative of another director to
             attend the meeting shall exercise the rights of a director within
             the scope of authority conferred by the appointing director. Where
             a director is unable to attend a meeting of the board of directors
             and has not appointed a representative to attend the meeting on his
             behalf, he shall be deemed to have waived his right to vote at the
             meeting.

Article 112. In respect of any matter which needs to be determined by the board
             of directors at an extraordinary meeting of the board of directors
             and where the board of directors has already sent out written
             notice of matters to be decided at such meeting and the number of
             directors who have signified their consent thereto reaches the
             amount set out in Article 110, a valid resolution shall be deemed
             to be passed and there is no need to hold a board of directors’
             meeting.

Article 113. The board of directors shall keep minutes of resolutions passed at
             meetings of the board of directors. The minutes shall be signed by
             the directors present at the meeting and the person who recorded
             the minutes. The directors shall be liable for the resolutions of
             the board of directors. If a resolution of the board of directors
             violates the laws, administrative regulations or the Company’s
             Articles of Association and the Company suffers serious losses as a
             result thereof, the directors who participated in the passing of
             such resolution are liable to compensate the Company therefor.
             However, if it can be proven that a director expressly objected to
             the resolution when the resolution was voted on, and that such
             objection was recorded in the minutes of the meeting, such director
             may be released from such liability.

Article 114. A director may resign from his position prior to the expiration of
             his term of service. The resigning director shall submit a written
             resignation report to the board of directors and the board of
             directors shall disclose the information in connection thereof
             within two (2) days.

             If the number of the members of the board of directors falls below
             the statutory minimum due to the resignation of a director, the
             incumbent directors shall perform their duties as director in
             accordance with laws,
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             administrative regulations, department rules and the Company’s
             Articles of Association until a substitute director is elected and
             takes his position.

             Except for the circumstance mentioned in the preceding paragraph, a
             director’s resignation shall take effect upon the delivery of the
             resignation report with the board of directors.

                       CHAPTER 11: SECRETARY OF THE BOARD
                                  OF DIRECTORS

Article 115. The Company shall have one (1) secretary of the board of directors.
             The secretary shall be a senior officer of the Company.

Article 116. The secretary of the Company’s board of directors shall be a
             natural person who has the requisite professional knowledge and
             experience, and shall be appointed by the board of directors. His
             primary responsibilities are to as follows:

             (1) to organise board meetings and general meetings of the Company,
             and to ensure that the Company has complete organisation documents
             and records;

             (2) to ensure that minutes of the meetings of the board of
             directors shall be circulated to all directors for their signature
             and records within 14 days after the board meeting is held and be
             achieved and made available for inspection;

             (3) to ensure that the Company prepares and delivers, in accordance
             with laws, those reports and documents required by competent
             authorities entitled thereto;

             (4) to ensure that the Company’s registers of shareholders are
             properly maintained, and that persons entitled to receive the
             Company’s records and documents are furnished therewith without
             delay.

Article 117. A director or other senior officer of the Company may also act as
             the secretary of the board of directors. Any accountant from the
             accountancy firm which has been appointed by the Company to act as
             its auditors shall not act as the secretary of the board of
             directors.

             Where the office of secretary is held concurrently by a director,
             and an act is required to be done by a director and a secretary
             separately, the person who holds the office of director and
             secretary may not perform the act in a dual capacity.

                              CHAPTER 12: PRESIDENT

Article 118. The Company shall have president, senior vice presidents, vice
             presidents and chief financial officer. The president proposed by
             the Chairman of the
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             board of directors shall be appointed or dismissed by the board of
             directors. Senior vice presidents, vice presidents and chief
             financial officer proposed by the president shall be appointed or
             dismissed by the board of the directors. A member of the board of
             directors may act concurrently as the president, senior vice
             presidents, vice presidents, chief financial officer or other
             senior officers.

Article 119. The president shall be accountable to the board of directors and
             shall exercise the following functions and powers:

             (1) to be in charge of the Company’s production, operation and
             management and to organise the implementation of the resolutions of
             the board of directors;

             (2) to organise the implementation of the Company’s annual business
             plan and investment proposal;

             (3) to draft plans for the establishment of the Company’s internal
             management structure;

             (4) to draft the Company’s basic management system;

             (5) to formulate concrete rules and regulations for the Company;

             (6) to propose the appointment or dismissal by the board of
             directors of the Company’s senior vice presidents, vice presidents,
             chief financial officer and other senior officers ;

             (7) to appoint or dismiss management personnel other than those
             required to be appointed or dismissed by the board of directors;

             (8) other powers conferred by the Company’s Articles of Association
             and the board of directors.

Article 120. The president shall attend meetings of the board of directors. The
             president, who is not a director, does not have any voting rights
             at board meetings.

Article 121. The president, senior vice presidents, vice presidents and
             financial controller, when performing their functions and powers,
             shall act honestly and diligently and in accordance with laws,
             administrative regulations and the Company’s Articles of
             Association.

                        CHAPTER 13: SUPERVISORY COMMITTEE

Article 122. The Company shall have a supervisory committee.

Article 123. The supervisory committee shall compose of nine (9) supervisors.
             One of the members of the supervisory committee shall act as the
             chairman. Each supervisor shall serve for a term of three (3)
             years, which is renewable upon re-election and re-appointment.
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             The election or removal of the chairman of the supervisory
             committee shall be determined by two-thirds or more of the members
             of the supervisory committee.

             The chairman shall serve for a term of three (3) years, which is
             renewable upon re-election and re-appointment.

             If the number of members of the supervisory committee falls below
             the quorum due to a failure to timely elect a supervisor upon
             expiration of a supervisor’s term of service or due to the
             resignation of a supervisor during his term of service, the
             incumbent supervisors shall continue to perform his duties as
             supervisor in accordance with laws, administrative regulations and
             the Company’s Articles of Association until the newly elected
             substitute supervisor takes his position.

Article 124. The supervisory committee shall comprise supervisors who shall
             represent the shareholders and who shall be elected or removed by
             the shareholders in general meetings, and supervisors representing
             not less than one-third of the total number of supervisors who
             shall represent the employees of the Company and who shall be
             elected or removed democratically thereby.

Article 125. The directors, president, senior vice presidents, vice presidents,
             chief financial officer shall not act concurrently as supervisor.

Article 126. The supervisory committee shall convene at least one meeting every
             six (6) months. The supervisors may propose to convene an
             extraordinary meeting of the supervisory board.

             Meetings of the supervisory committee shall be convened by the
             chairman of the supervisory committee. If the chairman is unable or
             fails to perform his duties, a supervisor jointly selected by a
             majority of the supervisors shall convene and preside over the
             meetings.

Article 127. The supervisory committee shall be accountable to the shareholders’
             general meeting and shall exercise the following functions and
             powers in accordance with laws:

             (1) to review the Company’s periodical reports prepared by the
             board of directors and issue written opinions;

             (2) to review the Company’s financial position;

             (3) to supervise the execution of official duties by the directors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers; for any of them that acts in
             contravention of any laws, administrative regulations, the
             Company’s Articles of Association or the resolutions of the
             shareholders’ meetings, to propose to remove the person(s)
             concerned;

             (4) to demand any director, president, senior vice president, vice
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             president, chief financial officer or any other senior officer who
             acts in a manner which is harmful to the Company’s interest to
             rectify such behaviour;

             (5) to check the financial information such as the financial
             report, business report and plans for distribution of profits to be
             submitted by the board of directors to the shareholders’ general
             meetings and to retain, in the Company’s name, publicly certified
             and practising accountants to assist in the re-examination of such
             information should any doubt arise in respect thereof;

             (6) to propose to convene a shareholders’ extraordinary general
             meeting and to convene and preside over the shareholders’ meeting
             when the board of directors fails to perform the duties of
             convening and presiding over the shareholders’ meeting;

             (7) to give proposals to the shareholders’ meeting;

             (8) to represent the Company in negotiations with directors or in
             bringing actions against a director, president, senior vice
             president, vice president, chief financial officer or senior
             officer according to Article 152 of the Company Law;

             (9) to conduct an investigation in the event of discovering any
             irregularities in the Company’s operations;

             (10) other functions and powers specified in the Company’s Articles
             of Association.

             Supervisors shall attend meetings of the board of directors.

Article 128. Meetings of the supervisory committee shall be held only if half or
             more supervisors are present. Resolutions of the supervisory
             committee shall be passed by the affirmative votes of more than
             two-thirds of all supervisors.

Article 129. All reasonable fees incurred in respect of the employment of
             professionals (such as, lawyers, certified public accountants or
             practising auditors) which are required by the supervisory
             committee in the exercise of its functions and powers shall be
             borne by the Company.

Article 130. A supervisor shall carry out his duties honestly and faithfully in
             accordance with laws, administrative regulations and the Company’s
             Articles of Association.

           CHAPTER 14: THE QUALIFICATIONS AND DUTIES OF THE DIRECTORS,
        SUPERVISORS, PRESIDENT, SENIOR VICE PRESIDENTS, VICE PRESIDENTS,
              CHIEF FINANCIAL OFFICER AND OTHER SENIOR OFFICERS OF
                                   THE COMPANY

Article 131. A person may not serve as a director, supervisor, president, senior
             vice president, vice president, chief financial officer or any
             other senior officer of
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             the Company if any of the following circumstances applies:

             (1) a person who does not have or who has limited capacity for
             civil conduct;

             (2) a person who has been sentenced for corruption, bribery,
             infringement of property, misappropriation of property or other
             crimes which destroy the social economic order, where less than
             five (5) years have lapsed since the sentence was served, or a
             person who has been deprived of his political rights and not more
             than five (5) years have lapsed since the sentence was served;

             (3) a person who is a former director or factory manager of a
             company or enterprise which has been dissolved or put into
             liquidation as a result of mismanagement and who was personally
             liable for the winding up of such company or enterprise, where less
             than three (3) years have elapsed since the date of completion of
             the insolvent liquidation of the company or enterprise;

             (4) a person who is a former legal representative of a company or
             enterprise the business licence of which was revoked due to
             violation of law and who is personally liable therefor, where less
             than three (3) years have elapsed since the date of the revocation
             of the business licence;

             (5) a person who has a relatively large amount of debts which have
             become overdue;

             (6) a person who is currently under investigation by judicial
             organs for violation of criminal law;

             (7) a person who, according to laws and administrative regulations,
             cannot act as a leader of an enterprise;

             (8) a person other than a natural person;

             (9) a person who has been convicted by the competent authority for
             violation of relevant securities regulations and such conviction
             involves a finding that such person has acted fraudulently or
             dishonestly, where less than five (5) years have lapsed from the
             date of such conviction;

             (10) a person who has been prohibited by the China Securities
             Regulatory Commission of access to the securities market and such
             penalty has not expired.

Article 132. The validity of an act carried out by a director, president, senior
             vice president, vice president, chief financial officer or other
             senior officer of the Company on its behalf shall, as against a
             bona fide third party, shall not be affected by any irregularity in
             his office, election or any defect in his qualification.

Article 133. In addition to the obligations imposed by laws, administrative
             regulations or
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             the listing rules of the stock exchange on which shares of the
             Company are listed, each of the Company’s directors, supervisors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers owes the following duties to each
             shareholder when exercising the functions and powers of the Company
             entrusted to him:

             (1) not to cause the Company to exceed the scope of business
             stipulated in its business licence;

             (2) to act honestly and in the best interests of the Company;

             (3) not to expropriate the Company’s property in any way, including
             (without limitation) usurpation of opportunities which benefit the
             Company;

             (4) not to expropriate the individual rights of shareholders,
             including (without limitation) rights to distribution and voting
             rights except for the restructuring of the Company which has been
             submitted to the shareholders for approval in accordance with the
             Company’s Articles of Association.

Article 134. Each of the Company’s directors, supervisors, president, senior
             vice presidents, vice presidents, chief financial officer and other
             senior officers owes a duty, in the exercise of his powers and in
             the discharge of his duties, to exercise the care, diligence and
             skill that a reasonably prudent person would exercise in comparable
             circumstances.

Article 135. Each of the Company’s directors, supervisors, president, senior
             vice presidents, vice presidents, chief financial officer and other
             senior officers shall exercise his powers or perform his duties in
             accordance with the fiduciary principle; and shall not put himself
             in a position where his duty and his interest may conflict. This
             principle includes (without limitation) discharging the following
             obligations:

             (1) to act honestly in the best interests of the Company;

             (2) to act within the scope of his powers and not to exceed such
             powers;

             (3) to exercise the discretion vested in him personally and not to
             allow himself to act under the control of another and, unless and
             to the extent permitted by laws, administrative regulations or with
             the informed consent of shareholders given in a general meeting,
             not to delegate the exercise of his discretion;

             (4) to treat shareholders of the same class equally and to treat
             shareholders of different classes fairly;

             (5) unless otherwise provided for in the Company’s Articles of
             Association or except with the informed consent of the shareholders
             given in a general meeting, not to enter into any contract,
             transaction or arrangement with the Company;

             (6) not to use the Company’s property for his own benefit, without
             the
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             informed consent of the shareholders given in a general meeting;

             (7) not to exploit his position to accept bribes or other illegal
             income or expropriate the Company’s property in any way, including
             (without limitation) opportunities which benefit the Company;

             (8) not to accept commissions in connection with the Company’s
             transactions, without the informed consent of the shareholders
             given in a general meeting;

             (9) to comply with the Company’s Articles of Association, to
             perform his official duties faithfully, to protect the Company’s
             interests and not to exploit his position and power in the Company
             to advance his own interests;

             (10) not to compete with the Company in any way, save with the
             informed consent of the shareholders given in a general meeting;

             (11) not to misappropriate the Company’s funds or lend such funds
             to any other person, not to use the Company’s assets to set up
             deposit accounts in his own name or in the any other name or use
             such assets to guarantee the debts of a shareholder of the Company
             or any other personal liabilities;

             (12) not to release any confidential information which he has
             obtained during his term of office, without the informed consent of
             the shareholders in a general meeting; nor shall he use such
             information other than for the Company’s benefit, save that
             disclosure of such information to the court or other governmental
             authorities is permitted if:

                  (i)  disclosure is made under compulsion of law;

                  (ii) public interests so warrant;

                  (iii) the interests of the relevant director, supervisor,
                       president, senior vice president, vice president, chief
                       financial officer or other senior officer so require;

             (13) to strictly comply with the relevant laws and regulations and
             the relevant rules of the stock exchanges on which the shares of
             the Company are listed in respect of dealing with the securities of
             the Company.

Article 136. Each director, supervisor, president, senior vice president, vice
             president, chief financial officer and other senior officer of the
             Company shall not direct the following persons or institutions
             ("associates") to act in a manner which he is prohibited from so
             acting:

             (1) the spouse or minor child of the director, supervisor,
             president, senior vice president, vice president, chief financial
             officer or other senior officer;

             (2) the trustee of the director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer or of any person described in sub-paragraph (1) above;
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             (3) the partner of the director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer or any person referred to in sub-paragraphs (1) and (2) of
             this Article;

             (4) a company in which the director, supervisor, president, senior
             vice president, vice president, chief financial officer or other
             senior officer, whether alone or jointly with the persons referred
             to in sub-paragraphs (l), (2) and (3) of this Article or other
             directors, supervisors, president, senior vice presidents, vice
             presidents, chief financial officer and other senior officers, has
             de facto controlling interest;

             (5) the directors, supervisors, president, senior vice presidents,
             vice presidents and other senior officers of a company which is
             being controlled in the manner set out in sub-paragraph (4) above.

Article 137. The fiduciary duties of the directors, supervisors, president,
             senior vice presidents, vice presidents, chief financial officer
             and other senior officers of the Company do not necessarily cease
             with the termination of their tenure. The duty of confidentiality
             in respect of trade secrets of the Company survives the termination
             of their tenure. Other duties may continue for such period as the
             principle of fairness may require depending on the amount of time
             which has lapsed between the termination and the act concerned and
             the circumstances and the terms under which the relationship
             between the relevant director, supervisor, president, senior vice
             president, vice president and the senior officer on one hand and
             the Company on the other hand was terminated.

Article 138. Subject to Article 54, a director, supervisor, president, senior
             vice president, vice president, chief financial officer and other
             senior officer of the Company may be relieved from liabilities for
             specific breaches of his duty with the informed consent of the
             shareholders given at a general meeting.

Article 139. Where a director, supervisor, president, senior vice president,
             vice president, chief financial officer or other senior officer of
             the Company is in any way, directly or indirectly, materially
             interested in a contract, transaction, arrangement or proposed
             contract, transaction or arrangement with the Company (other than
             his contract of service with the Company), he shall declare the
             nature and extent of his interests to the board of directors at the
             earliest opportunity, whether or not the contract, transaction or
             arrangement or proposal therefor is otherwise subject to the
             approval of the board of directors.

             Unless the interested director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer discloses his interests in accordance with the preceding
             sub-paragraph of this Article and the contract, transaction or
             arrangement is approved by the board of directors at a meeting in
             which the interested director, supervisor, president, senior vice
             president, vice president or other senior officer is not counted as
             part of the quorum and refrains from voting, a contract,
             transaction or arrangement in which that director, supervisor,
             president, vice president or other senior
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             officer is materially interested is voidable at the discretion of
             the Company except as against a bona fide party thereto who does
             not have notice of the breach of duty by the interested director,
             supervisor, president, vice president, chief financial officer or
             other senior officer.

             For the purposes of this Article, a director, supervisor,
             president, senior vice president, vice president chief financial
             officer or other senior officer of the Company is deemed to be
             interested in a contract, transaction or arrangement in which his
             associate is interested.

Article 140. Where a director, supervisor, president, senior vice president,
             vice president, chief financial officer or other senior officer of
             the Company gives to the board of directors a notice in writing
             stating that, by reason of the facts specified in the notice, he is
             interested in contracts, transactions or arrangements which may
             subsequently be made by the Company, that notice shall be deemed
             for the purposes of the preceding Article to be a sufficient
             declaration of his interests, so far as the content stated in such
             notice is concerned, provided that such notice shall have been
             given before the date on which the question of entering into the
             relevant contract, transaction or arrangement is first taken into
             consideration by the Company.

Article 141. The Company shall not pay taxes for a director, supervisor,
             president, senior vice president, vice president, chief financial
             officer or other senior officer in any manner.

Article 142. The Company shall not directly or indirectly make a loan to or
             provide any security for a director, supervisor, president, senior
             vice president, vice president, chief financial officer or other
             senior officer of the Company or of the Company’s holding company
             or any of their respective associates.

             The foregoing prohibition shall not apply to the following
             circumstances:

             (1) the provision by the Company of a loan to or a security for its
             subsidiary:

             (2) the provision by the Company of a loan or a security or any
             other funds available to any of its directors, supervisors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers to meet expenditure incurred or
             to be incurred by him for the purposes of the Company or for the
             purpose of enabling him to perform his duties properly, in
             accordance with the terms of a service contract approved by the
             shareholders in a general meeting;

             (3) if the ordinary business scope of the Company includes lending
             of money and providing security, the Company may make a loan to or
             provide a security to any of the relevant directors, supervisors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers or their respective associates on
             normal commercial terms.

Article 143. Any person who receives funds from a loan which has been made by
             the Company acting in breach of the preceding Article shall,
             irrespective of the
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             terms of the loan, forthwith repay such funds.

Article 144. A security for the repayment of a loan which has been provided by
             the Company acting in breach of Article 142(1) shall not be
             enforceable against the Company, save in respect of the following
             circumstances:

             (1) the security was provided in connection with a loan which was
             made to an associate of any of the directors, supervisors,
             president, senior vice presidents, vice presidents, chief financial
             officer and other senior officers of the Company or of the
             Company’s holding company and the lender of such funds did not know
             of the relevant circumstances when providing the loan; or

             (2) the collateral which has been provided by the Company has
             already been lawfully disposed of by the lender to a bona fide
             purchaser.

Article 145. For the purposes of the foregoing provisions of this Chapter, a
             "security" includes an undertaking or property provided to secure
             the obligor’s performance of his obligations.

Article 146. In addition to any rights and remedies provided by the laws and
             administrative regulations, where a director, supervisor,
             president, senior vice president, vice president, chief financial
             officer and other senior officer of the Company breaches the duties
             which he owes to the Company, the Company has a right:

             (1) to demand such director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer to compensate it for losses sustained by the Company as a
             result of such breach;

             (2) to rescind any contract or transaction which has been entered
             into between the Company and such director, supervisor, president,
             senior vice president, vice president, chief financial officer or
             other senior officer, or between the Company and a third party
             (where such third party knows or should have known that such
             director, supervisor, president, senior vice president, vice
             president or other senior officer representing the Company has
             breached his duties owed to the Company);

             (3) to demand such director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer to account for profits made as result of the breach of his
             duties;

             (4) to recover any monies which should have been received by the
             Company and which were received by such director, supervisor,
             president, senior vice president, vice president, chief financial
             officer or other senior officer instead, including (without
             limitation) commissions; and

             (5) to demand repayment of interest earned or which may have been
             earned by such director, supervisor, president, senior vice
             president, vice president, chief financial officer or other senior
             officer on monies that should have been paid to the Company.
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Article 147. The Company may purchase liability insurance for directors,
             supervisors, president, senior vice presidents, vice presidents,
             chief financial officer and other senior officers.

Article 148. The Company shall, with the prior approval of shareholders in a
             general meeting, enter into a contract in writing with a director
             or supervisor wherein his emoluments are stipulated. The aforesaid
             emoluments include:

             (1) emoluments in respect of his service as director, supervisor or
             senior officer of the Company;

             (2) emoluments in respect of his service as director, supervisor or
             senior officer of any subsidiary of the Company;

             (3) emoluments in respect of the provision of other services in
             connection with the management of the affairs of the Company and
             any of its subsidiaries;

             (4) payment by way of compensation for loss of office, or as
             consideration for or in connection with his retirement from office.

             No proceedings may be brought by a director or supervisor against
             the Company for anything due to him in respect of the matters
             mentioned in this Article except pursuant to the contract mentioned
             above.

Article 149. The contract concerning the emoluments between the Company and its
             directors and supervisors should provide that in the event that the
             Company is acquired, the Company’s directors and supervisors shall,
             subject to the prior approval of shareholders in a general meeting,
             have the right to receive compensation or other payment in respect
             of his loss of office or retirement. For the purposes of this
             paragraph, the acquisition of the Company includes any of the
             following:

             (1) an offer made by any person to all the shareholders;

             (2) an offer made by any person with a view to making the offeror
             become a "controlling shareholder" within the meaning of Article
             55.

             If the relevant director or supervisor does not comply with this
             Article, any sum so received by him shall belong to those persons
             who have sold their shares as a result of such offer. The expenses
             incurred in distributing such sum on a pro rata basis amongst such
             persons shall be borne by the relevant director or supervisor and
             shall not be paid out of such sum.

                      CHAPTER 15: FINANCIAL AND ACCOUNTING
                         SYSTEMS AND PROFIT DISTRIBUTION

Article 150. The Company shall establish its financial and accounting systems in
             accordance with laws, administrative regulations and PRC accounting
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             standards formulated by the finance regulatory department of the
             State Council.

Article 151. At the end of each fiscal year, the Company shall prepare a
             financial report which shall be examined and verified in a manner
             prescribed by law.

Article 152. The board of directors of the Company shall place before the
             shareholders at every annual general meeting such financial reports
             which the relevant laws, administrative regulations and regulatory
             documents promulgated by competent local governments and the
             governmental authorities in charge require the Company to prepare.

Article 153. The Company’s financial reports shall be made available for
             shareholders’ inspection at the Company twenty (20) days before the
             date of every shareholders’ annual general meeting. Each
             shareholder shall be entitled to obtain a copy of the financial
             reports referred to in this Chapter.

             The Company shall deliver or send to each shareholder of
             Overseas-Listed Foreign-Invested Shares the aforesaid reports
             together with the report of the board of directors not later than
             twenty-one (21) days before the date of every annual general
             meeting according to Article 198.

Article 154. The financial statements of the Company shall, in addition to being
             prepared in accordance with PRC accounting standards and
             regulations, be prepared in accordance with either international
             accounting standards, or that of the place outside the PRC where
             the Company’s shares are listed. If there is any material
             difference between the financial statements prepared respectively
             in accordance with the two accounting standards, such difference
             shall be stated in the financial statements. In distributing its
             after-tax profits, the lower of the two amounts shown in the
             financial statements shall be adopted.

Article 155. Any interim results or financial information published or disclosed
             by the Company must be prepared and presented in accordance with
             PRC accounting standards and regulations, and also in accordance
             with either international accounting standards or that of the place
             overseas where the Company’s shares are listed.

Article 156. The Company shall publish its financial reports four (4) times
             every fiscal year. The Company shall submit an annual financial and
             accounting report to the securities regulatory authority under the
             State Council and stock exchange within four (4) months after the
             end of each fiscal year, submit an interim financial and accounting
             report to the securities regulatory authority under the State
             Council and the stock exchange within two (2) months after the end
             of the first six (6) months of each fiscal year and submit a
             quarterly financial and accounting report to the securities
             regulatory authority under the State Council and stock exchange
             within one (1) month after the end of the first three (3) and the
             first nine (9) months of each fiscal year respectively.

Article 157. The Company shall not keep any other accounts other than those
             required by law.

                                      -52-



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 25141 Validation: Y   Lines: 59 BOM  H02098  701.02.53.00 0/2

Article 158. When the Company distributes its after-tax profits for a given
             year, they shall allocate ten per cent (10%) of profits to its
             statutory common reserve. The Company shall no longer be required
             to make allocations to its statutory common reserve once the
             aggregate amount of such reserve exceeds fifty per cent (50%) of
             its registered capital.

             If the Company’s statutory common reserve is insufficient to make
             up its losses of the previous years, such losses shall be made up
             from the profit for the current year the Company makes allocations
             to the statutory common reserve pursuant to the preceding
             paragraph.

             The Company may, if so resolved by the shareholders’ meeting, make
             allocations to the discretionary common reserve from after-tax
             profits after making allocations to the statutory common reserve
             from the after-tax profits.

             The Company’s after-tax profits remaining after it has made up its
             losses and made allocations to its common reserve shall be
             distributed in proportion to the shareholdings of its shareholders.

             If the shareholders’ meeting violates the preceding paragraph by
             distributing profits to shareholders before the Company has made up
             its losses and made allocations to the statutory common reserve,
             the profits distributed in violation of regulations must be
             returned to the Company by the shareholders.

             The shares held by the Company shall not be entitled to profit
             distribution.

Article 159. Capital common reserve fund includes the following items:

             (1) premium on shares issued at a premium price;

             (2) any other income designated for the capital common reserve fund
             prescribed by the finance regulatory department of the State
             Council.

             The capital common reserve may not be used to make up the losses of
             the Company.

Article 160. The common reserve fund of the Company shall be applied for the
             following purposes:

             (1) to make up losses;

             (2) to expand the Company’s production and operation;

             (3) to be converted into capital. The Company may convert its
             common reserve fund into capital with the approval of shareholders
             in a general meeting. When such conversion takes place, the Company
             shall either distribute new shares in proportion to the existing
             shareholding percentages,
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             or increase the par value of each share, provided, however, that
             when the statutory common reserve fund is converted to capital, the
             balance of the statutory common reserve fund may not fall below 25
             % of the registered capital.

Article 161. Dividend shall be paid twice a year. The annual dividends of the
             Company shall be decided by the shareholders by way of an ordinary
             resolution. The shareholders may by way of an ordinary resolution
             authorize the board of directors to decide the interim dividends.

Article 162. The Company may distribute dividends in the form of:

             (1) cash;

             (2) shares;

             (3) other forms permitted by law or regulation.

             If the shareholders’ general meeting passes motions in connection
             with dividend distribution, allotment of bonus shares, or
             conversion of capital common reserve into equity shares, the
             Company shall implement detailed plans thereof within two (2)
             months after the conclusion of such shareholders’ general meeting.
             If any shareholder has not claimed his dividends six years after
             such dividends has been declared, such shareholder is deemed to
             forfeit his right to claim such dividends. The Company shall not
             exercise its power to forfeit the unclaimed dividends until after
             the expiry of the applicable limitation period.

Article 163. The Company shall calculate, declare and pay dividends and other
             amounts which are payable to holders of Domestic-Invested Shares in
             Renminbi. The Company shall calculate and declare dividends and
             other payments which are payable to holders of Overseas-Listed
             Foreign-Invested Shares in Renminbi, and shall pay such amounts in
             the local currency of the place in which such Overseas-Listed
             Foreign-Invested Shares are listed (if such shares are listed in
             more than one place, then the currency of the principal place on
             which such shares are listed as determined by the board of
             directors).

Article 164. The Company shall pay dividends and other amounts to holders of
             Foreign-Invested Shares in accordance with the relevant foreign
             exchange control regulations of the State. If there is no
             applicable regulation, the applicable exchange rate shall be the
             average closing rate for the relevant foreign currency announced by
             the People’s Bank of China during the week prior to the
             announcement of payment of dividend and other amounts.

Article 165. The Company shall appoint receiving agents for holders of the
             Overseas-Listed Foreign-Invested Shares. Such receiving agents
             shall receive dividends which have been declared by the Company and
             all other amounts which the Company should pay to holders of
             Overseas-Listed Foreign-Invested Shares on such shareholders’
             behalf.
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             The receiving agents appointed by the Company shall meet the
             relevant requirements of the laws of the place where the Company’s
             shares are listed or the relevant regulations of the stock
             exchange.

             The receiving agent appointed for holders of Overseas-Listed
             Foreign-Invested Shares listed in Hong Kong shall each be a company
             registered as a trust company under the Trustee Ordinance of Hong
             Kong.

                       CHAPTER 16: APPOINTMENT OF AUDITORS

Article 166. The Company shall appoint an independent firm of accountants which
             is qualified under the relevant regulations of the State to audit
             the Company’s annual report and review the Company’s other
             financial reports.

             The first auditor of the Company may be appointed before the first
             annual general meeting of the Company at the inaugural meeting.
             Auditor so appointed shall hold office until the conclusion of the
             first annual general meeting.

             If the inaugural meeting does not exercise the powers under the
             preceding paragraph, those powers shall be exercised by the board
             of directors.

Article 167. The auditors appointed by the Company shall hold office from the
             conclusion of the annual general meeting of shareholders at which
             they were appointed until the conclusion of the next annual general
             meeting of shareholders.

Article 168. The auditors appointed by the Company shall enjoy the following
             rights:

             (1) a right to review to the books, records and vouchers of the
             Company at any time, the right to require the directors, president,
             senior vice presidents, vice presidents, chief financial officer
             and other senior officers of the Company to supply relevant
             information and make explanations;

             (2) a right to require the Company to take all reasonable steps to
             obtain from its subsidiaries such information and explanation as
             are necessary for the discharge of its duties;

             (3) a right to attend shareholders’ general meetings and to receive
             all notices of, and other communications relating to, any
             shareholders’ general meeting which any shareholder is entitled to
             receive, and to speak at any shareholders’ general meeting in
             relation to matters concerning its role as the Company’s
             accountancy firm.

Article 169. If there is a vacancy in the position of auditor of the Company,
             the board of directors may appoint an accountancy firm to fill such
             vacancy before the convening of the shareholders’ general meeting.
             Any other accountancy firm which has been appointed by the Company
             may continue to act during the period during which a vacancy
             arises.

Article 170. The shareholders in a general meeting may by ordinary resolution
             remove
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             the Company’s auditors before the expiration of its term of office,
             irrespective of the provisions in the contract between the Company
             and the Company’s auditors. However, the accountancy firm’s right
             to claim for damages which arise from its removal shall not be
             affected thereby.

Article 171. The remuneration of an accountancy firm or the manner in which such
             firm is to be remunerated shall be determined by the shareholders
             in a general meeting. The remuneration of an accountancy firm
             appointed by the board of directors shall be determined by the
             board of directors.

Article 172. The Company’s appointment, removal or non-reappointment of an
             accountancy firm shall be resolved by the shareholders in a general
             meeting. Such resolution shall be filed with the securities
             authority of the State Council.

             Where a resolution at a general meeting of shareholders is passed
             to appoint as auditor a person other than an incumbent auditor, to
             fill a casual vacancy in the office of auditor, to reappoint as
             auditor a retiring auditor who was appointed by the board of
             directors to fill a casual vacancy or to remove an auditor before
             the expiration of his term of office, the following provisions
             shall apply:

             (1) A copy of the appointment or removal proposal shall be sent
             (before notice of meeting is given to the shareholders) to the firm
             proposed to be appointed or proposing to leave its post or the firm
             which has left its post in the relevant fiscal year (leaving
             includes leaving by removal, resignation and retirement).

             (2) If the auditor leaving its post makes representations in
             writing and requests the Company to give the shareholders notice of
             such representations, the Company shall (unless the representations
             have been received too late) take the following measures:

                  (a) in any notice regarding the adoption of resolutions given
             to shareholders, state the fact of the representations having been
             made; and

                  (b) attach a copy of the representations to the notice and
             deliver it to the shareholders in the manner stipulated in the
             Company’s Articles of Association.

             (3) If the Company fails to send out the auditor’s representations
             in the manner set out in sub-paragraph (2) above, such auditor may
             (in addition to his right to be heard) require that the
             representations be read out at the meeting.

             (4) An auditor which is leaving its post shall be entitled to
             attend the following shareholders’ general meetings:

                  (a) the general meeting at which its term of office would
             otherwise have expired;
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                  (b) the general meeting at which it is proposed to fill the
             vacancy caused by its removal; and

                  (c) the general meeting which convened as a result of its
             resignation,

             and to receive all notices of, and other communications relating
             to, any such meeting, and to speak at any such meeting which it
             attends the matters that concern it as former auditor of the
             Company.

Article 173. Prior notice should be given to the accountancy firm if the Company
             decides to remove such accountancy firm or not to renew the
             appointment thereof. Such accountancy firm shall be entitled to
             make representations at the shareholders’ general meeting. Where
             the accountancy firm resigns from its position as the Company’s
             auditor, it shall make clear to the shareholders in a general
             meeting whether there has been any impropriety on the part of the
             Company.

             An accountancy firm may resign its office by depositing at the
             Company’s legal address a resignation notice which shall become
             effective on the date of such deposit or on such later date as may
             be stipulated in such notice. Such notice shall contain the
             following statements:

             (1) a statement to the effect that there are no circumstances
             connected with its resignation which it considers should be brought
             to the notice of the shareholders or creditors of the Company; or

             (2) a statement of any such circumstances.

             Where a notice is deposited under the preceding sub-paragraph, the
             Company shall within fourteen (14) days send a copy of the notice
             to the relevant governing authority. If the notice contains a
             statement under the preceding sub-paragraph (2), a copy of such
             statement shall be placed at the Company for shareholders’
             inspection. The Company should also send a copy of such statement
             by prepaid mail to every shareholder of Overseas-Listed Foreign
             Shares at the address registered in the register of shareholders.

             Where the auditor’s notice of resignation contains a statement in
             respect of the above, it may require the board of directors to
             convene a shareholders’ extraordinary general meeting for the
             purpose of receiving an explanation of the circumstances connected
             with its resignation.

                              CHAPTER 17: INSURANCE

Article 174. The various types of insurance of the Company’s insurance shall be
             decided at a meeting of the board of directors in accordance with
             the relevant insurance law in China.
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                        CHAPTER 18: LABOUR AND PERSONNEL
                               MANAGEMENT SYSTEMS

Article 175. The Company may at its discretion employ and dismiss employees
             based on the business development needs of the Company and in
             accordance with the requirements of the laws and administrative
             regulations of the State.

Article 176. The Company may formulate its labour and payroll systems and
             payment methods in accordance with the relevant laws and
             regulations of the State, the Company’s Articles of Association and
             the economical benefits of the Company.

Article 177. The Company shall endeavour to improve its employee benefits and to
             continually improve the working environment and living standards of
             its employees.

Article 178. The Company shall provide medical, retirement and unemployment
             insurance for its employees and put in place a labour insurance
             system, in accordance with the relevant laws and regulations of the
             State.

                            CHAPTER 19: TRADE UNIONS

Article 179. The Company’s employees may form trade unions, carry on trade union
             activities and protect their legal rights. The Company shall
             provide the necessary conditions for such activities.

                     CHAPTER 20: MERGER AND DIVISION OF THE
                                     COMPANY

Article 180. In the event of the merger or division of the Company, a plan shall
             be presented by the Company’s board of directors and shall be
             approved in accordance with the procedures stipulated in the
             Company’s Articles of Association. The Company shall then go
             through the relevant approval process. A shareholder who objects to
             the plan of merger or division shall have the right to demand the
             Company or the shareholders who consent to the plan to acquire his
             shareholding at a fair price. The contents of the resolution of
             merger or division of the Company shall constitute special
             documents which shall be available for inspection by the
             shareholders of the Company.

             Such special documents shall be sent by mail to holders of
             Overseas-Listed Foreign-Invested Shares. The recipient’s address
             should be based on the information contained in the register of
             shareholders.

Article 181. The merger of the Company may take the form of either merger by
             absorption or merger by the establishment of a new company.

             In the event of a merger, the merging parties shall execute a
             merger agreement and prepare a balance sheet and an inventory of
             assets. The
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             Company shall notify its creditors within ten (10) days commencing
             from the date of the Company’s merger resolution and shall publish
             a public notice in a newspaper within thirty (30) days commencing
             from the date of the Company’s merger resolution. Creditors may,
             within a period of thirty (30) days commencing from the date of
             receipt of the written notification, or within a period of
             forty-five (45) days commencing from the date of the announcement
             for those who do not receive written notification, claim full
             repayment or require the provision of a corresponding security from
             the Company.

             At the time of merger, rights and indebtedness of each of the
             merged parties shall be assumed by the company which survives the
             merger or the newly established company.

Article 182. Where there is a division of the Company, its assets shall be
             divided up accordingly.

             In the event of division of the Company, the parties to such
             division shall execute a division agreement and prepare a balance
             sheet and an inventory of assets. The Company shall notify its
             creditors within ten (10) days commencing from the date of the
             Company’s division resolution and shall publish a public notice in
             a newspaper within thirty (30) days commencing from the date of the
             Company’s division resolution.

             The liability for the debts before the Company is divided shall be
             borne by the companies surviving the division, unless the Company
             and its creditors have entered into a written agreement on payment
             of debts prior to the division and the agreement stipules
             otherwise.

Article 183. The Company shall, in accordance with law, apply for change in its
             registration with the companies registration authority where a
             change in any item in its registration arises as a result of any
             merger or division. Where the Company is dissolved, the Company
             shall apply for cancellation of its registration in accordance with
             law. Where a new company is established, the Company shall apply
             for registration thereof in accordance with law.

                     CHAPTER 21: DISSOLUTION AND LIQUIDATION

Article 184. The Company shall be dissolved and liquidated upon the occurrence
             of any of the following events:

             (1) a resolution for dissolution is passed by shareholders at a
             general meeting;

             (2) dissolution is necessary due to a merger or division of the
             Company;

             (3) its business licence has been revoked, or it is ordered to
             close down or is dissolved according to law; or

             (4) where there are serious difficulties in the operation and
             management
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             of the Company and the continual existence would cause major losses
             to the interests of the shareholders, and the matter cannot be
             resolved through other means, shareholders representing 10% or more
             of the voting rights of the Company may petition to the court for
             dissolution of the Company.

Article 185. A liquidation committee shall be set up so as to commence the
             liquidation procedures within fifteen (15) days of the Company
             being dissolved pursuant to sub-paragraph (1), (3) and (4) of the
             preceding Article. The liquidation committee shall be composed of
             directors or of the persons determined by the shareholders’ general
             meeting. If the Company fails to establish liquidation committee to
             carry out the liquidation within the time limit, its creditors may
             make an application to the court for its designation of relevant
             persons to form a liquidation committee to carry out the
             liquidation.

Article 186. Where the board of directors proposes to liquidate the Company for
             any reason other than the Company’s declaration of its own
             insolvency, the board shall include a statement in its notice
             convening a shareholders’ general meeting stating that, after
             making full inquiry into the affairs of the Company, the board of
             directors is of the opinion that the Company will be able to pay
             its debts in full within twelve (12) months from the commencement
             of the liquidation.

             Upon the passing of the resolution by the shareholders in a general
             meeting for the liquidation of the Company, all functions and
             powers of the board of directors shall cease.

             The liquidation committee shall act in accordance with the
             instructions of the shareholders’ general meeting to make a report
             at least once every year to the shareholders’ general meeting on
             the committee’s income and expenses, the business of the Company
             and the progress of the liquidation; and to present a final report
             to the shareholders’ general meeting on completion of the
             liquidation.

Article 187. The liquidation committee shall, within ten (10) days of its
             establishment, send notices to creditors and shall, within sixty
             (60) days of its establishment, publish a public announcement in a
             newspaper.

             A creditor shall, within thirty (30) days of receipt of the notice,
             or for creditors who have not personally received such notice,
             within forty-five (45) days of the date of the public announcement,
             report its rights to the liquidation committee. When reporting his
             rights, the creditor shall provide an explanation of matters which
             are relevant thereto and shall provide evidential material in
             respect thereof. The liquidation committee shall register the
             creditor’s rights.

Article 188. During the liquidation period, the liquidation committee shall
             exercise the following functions and powers:

             (1) to sort out the Company’s assets and prepare a balance sheet
             and an inventory of assets respectively;
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             (2) to notify the creditors or to publish public announcements;

             (3) to dispose of and liquidate any unfinished businesses of the
             Company;

             (4) to pay all outstanding taxes as well as taxes arising in the
             course of liquidation;

             (5) to settle claims and debts;

             (6) to deal with the surplus assets remaining after the Company’s
             debts have been repaid;

             (7) to represent the Company in any civil proceedings.

Article 189. After it has sorted out the Company’s assets and has prepared the
             balance sheet and an inventory of assets, the liquidation committee
             shall formulate a liquidation plan and present it to a
             shareholders’ general meeting or to the relevant governmental
             authority for confirmation.

             The company’s assets shall be distributed in accordance with the
             sequence stipulated by law and regulation. If there is no
             applicable law, such distribution shall be carried out in
             accordance with a fair and reasonable procedure determined by the
             liquidation committee.

             Any surplus assets of the Company remaining after its debts have
             been repaid in accordance with the provisions of the preceding
             paragraph shall be distributed to its shareholders according to the
             class of shares and the proportion of shares held.

             During the liquidation period, the Company shall not commence any
             new business activities.

Article 190. For a liquidation arising from the Company’s dissolution, if after
             liquidating the Company’s assets and preparing a balance sheet and
             an inventory of assets, the liquidation committee discovers that
             the Company’s assets are insufficient to repay the Company’s debts
             in full, the liquidation committee shall immediately apply to the
             court for a declaration of insolvency.

             After the Company is declared insolvent by a ruling of the court,
             the liquidation committee shall transfer all matters arising from
             the liquidation to the court.

Article 191. Following the completion of the liquidation, the liquidation
             committee shall prepare a liquidation report, a statement of income
             and expenses received and made during the liquidation period and a
             financial report, which shall be verified by a Chinese registered
             accountant and submitted to the shareholders’ general meeting or
             the relevant governmental authority for confirmation.

             The liquidation committee shall, within thirty (30) days after such
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             confirmation, submit the documents referred to in the preceding
             paragraph to the companies registration authority, apply for
             cancellation of registration of the Company, and publish a public
             announcement relating to the termination of the Company.

Article 192. Members of a liquidation committee shall be faithful in the
             discharge of their duties and perform the liquidation obligations
             according to law. Members of a liquidation committee may not abuse
             their authority to accept bribes or other illegal income and may
             not seize the Company’s property.

             If members of a liquidation committee wilfully or through gross
             negligence cause loss to the Company or its creditors, they shall
             be liable for compensation.

                      CHAPTER 22: PROCEDURES FOR AMENDMENT
                    OF THE COMPANY’S ARTICLES OF ASSOCIATION

Article 193. The Company may amend its Articles of Association in accordance
             with the requirements of laws, administrative regulations and the
             Company’s Articles of Association.

Article 194. The Company’s Articles of Association shall be amended in the
             following manner:

             (1) The board of directors shall propose amendments to the
             Company’s Article of Association;

             (2) The foregoing proposal shall be furnished to the shareholders
             in writing and a shareholders’ meeting shall be convened;

             (3) The amendments shall be approved by votes representing more
             than two-thirds of the voting rights represented by the
             shareholders present at the meeting.

Article 195. Amendment of the Company’s Articles of Association which involves
             the content of the Mandatory Provisions of Overseas-Listed
             Companies’ Articles of Association (signed by the Securities
             Committee of the State Council and the Economic Reform Committee of
             the State on 27 August 1994) ("Mandatory Provisions") shall become
             effective upon receipt of approvals from the securities authority
             of the State Council and the companies approving department
             authorised by the State Council. If there is any change relating to
             the registered particulars of the Company, application shall be
             made for change in registration in accordance with law.

                         CHAPTER 23: DISPUTE RESOLUTION

Article 196. The Company shall abide by the following principles for dispute
             resolution:

             (1) Whenever any disputes or claims arise between: holders of the
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             Overseas-Listed Foreign-Invested Shares and the Company; holders of
             the Overseas-Listed Foreign-Invested Shares and the Company’s
             directors, supervisors, president, senior vice presidents, vice
             presidents, chief financial officer or other senior officers; or
             holders of the Overseas-Listed Foreign-Invested Shares and holders
             of Domestic-Invested Shares, in respect of any rights or
             obligations arising from the Company’s Articles of Association, the
             Company Law or any other relevant laws and administrative
             regulations concerning the affairs of the Company, such disputes or
             claims shall be referred by the relevant parties to arbitration.

                  Where a dispute or claim of rights referred to in the
             preceding paragraph is referred to arbitration, the entire claim or
             dispute must be referred to arbitration, and all persons who have a
             cause of action based on the same facts giving rise to the dispute
             or claim or whose participation is necessary for the resolution of
             such dispute or claim, shall, where such person is the Company, the
             Company’s shareholders, directors, supervisors, president, senior
             vice presidents, vice presidents, chief financial officer or other
             senior officers of the Company, comply with the arbitration.

                  Disputes in respect of the definition of shareholders and
             disputes in relation to the register of shareholders need not be
             resolved by arbitration.

             (2) A claimant may elect for arbitration to be carried out at
             either the China International Economic and Trade Arbitration
             Commission in accordance with its arbitration rules or the Hong
             Kong International Arbitration Centre in accordance with its
             securities arbitration rules. Once a claimant refers a dispute or
             claim to arbitration, the other party must proceed with the
             arbitral body elected by the claimant.

                  If a claimant elects for arbitration to be carried out at Hong
             Kong International Arbitration Centre, any party to the dispute or
             claim may apply for the proceedings to take place in Shenzhen in
             accordance with the securities arbitration rules of the Hong Kong
             International Arbitration Centre.

             (3) If any disputes or claims of rights are settled by way of
             arbitration in accordance with sub-paragraph (1) of this Article,
             the laws of the PRC shall apply, save as otherwise provided in the
             laws and administrative regulations.

             (4) The award of the arbitral body shall be final and conclusive
             and binding on all parties.

                               CHAPTER 24: NOTICE

Article 197. Unless otherwise provided, the Company shall, where it is making a
             public announcement in the prescribed or approved manner, issue or
             deliver any notice or announcement in at least one (1) media which
             has been designated by the securities authority of the State
             Council, and, where possible, to publish such notice or
             announcement on the same day in the forms required, from time to
             time, by overseas regulatory authorities where the Company’s
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             shares are listed.

Article 198. Unless otherwise provided in the Company’s Articles of Association,
             corporate communication (as defined in the Rules Governing the
             Listing of Securities on The Stock Exchange of Hong Kong Limited)
             e.g. notices, information or written statements issued by the
             Company to holders of Overseas-Listed Foreign-Invested Shares, if
             delivered by hard copy, shall be delivered in person to the
             registered address of each of such shareholders, or sent by mail to
             each of such shareholders.

             Any corporate communication may be served by the Company to any
             holders of Overseas-Listed Foreign-Invested Shares by electronic
             means, including publishing any ready-to-publish electronic copy of
             documents that can be submitted through HKEx-EPS to the Hong Kong
             Stock Exchange for publication on its website, and, as well as
             submission of the Company’s annual report (including audited
             financial statements) or other information in electronic forms to
             U.S. Securities and Exchange Commission (the "SEC"). The Company
             shall simultaneously publish the same information on its website.

             Holders of the Company’s Overseas-Listed Foreign-Invested Shares
             may choose in writing to receive the corporate communication that
             the Company must send to shareholders either by post or using
             electronic means, and also choose to receive the English language
             version only or the Chinese language version only or both the
             English and Chinese language versions. They shall have the right at
             any time by reasonable prior written notice served on the Company
             to change their choices as to the manner of receiving the same and
             the language in accordance with applicable procedures.

             Notices to be issued to holders of Domestic-Invested Shares shall
             have to be released in any one or more media appointed by the
             securities authority of the State Council. All holders of
             Domestic-Invested Shares shall be deemed to have received such
             notices once they are published.

Article 199. All notices which are to be sent by mail shall be clearly
             addressed, postage pre-paid, and shall be put in envelopes before
             being posted by mail. Such letters of notice shall be deemed to
             have been received by shareholders five (5) days after the date of
             despatch.

Article 200. Any notice, document, information or written statement from the
             shareholders or directors to the Company shall be delivered
             personally or sent by registered mail to the legal address of the
             Company.

Article 201. Shareholders or directors of the Company who want to prove that
             certain notices, documents, information or written statements have
             been sent to the Company shall provide evidential materials showing
             that such notices, documents, information or written statements
             have been sent to the Company by normal methods within a designated
             time period, and that the mailing address is correct and the
             postage is fully paid.
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                            CHAPTER 25: SUPPLEMENTARY

Article 202. In the Company’s Articles of Association, references to
             "accountancy firm" shall have the same meaning as "auditor".

             In the Company’s Articles of Association, references to "listing
             rules", if not stated otherwise, shall mean the Rules of Shanghai
             Stock Exchange for the Listing of Shares and the Rules Governing
             the Listing of Securities on The Stock Exchange of Hong Kong
             Limited collectively.

Article 203. The Company’s Articles of Association are written in Chinese and
             English. Both text shall be equally valid. If there is any
             discrepancy between the two versions, the Chinese version shall
             prevail.

Article 204. The right to interpret the Company’s Articles of Association shall
             vest with the board of director of the Company.
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                                                                     EXHIBIT 4.1

  YEAR 2008 PERFORMANCE CONTRACT WITH MANAGEMENT OF PETROCHINA COMPANY LIMITED

<TABLE>
<S>                                        <C>                               <C>
Offeree: Name: ZHOU, Jiping                Offeror: Name: JIANG, Jiemin      Term of the Contract: January 1, 2008 to
                                                                                                   December 31, 2008
Title:   President of PetroChina Company   Title: Chairman of the Board of
         Limited ("PetroChina")                   Directors of PetroChina    Date of Execution:  __________, 2008
</TABLE>

<TABLE>
<CAPTION>
                           KEY PERFORMANCE
INDICES                    INDICES (KPI)           WEIGHT (%)       MEASUREMENT             TARGET              ACTUAL PERFORMANCE
-------             ----------------------------   ----------   ------------------   ---------------------   -----------------------
<S>                 <C>                            <C>          <C>                  <C>                     <C>
Profits Indices     Rate of return of the              35       %                    14.5
                    invested capital of
                    PetroChina (ROIC)

                    Net income of PetroChina           20       In 100 million RMB   1152.5
                    (NI)

                    Free cash flow of                  15
                    PetroChina (FCF)                            In 100 million RMB   -37.9

Operating Indices   Rate of crude oil reserves         10       %                    100
                    replacement

                    Domestic unit oil and gas           5       US$/barrel           7.91
                    lifting cost

                    Cash processing cost for oil        5       RMB/ton              94.5
</TABLE>
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<TABLE>
<S>                 <C>                            <C>          <C>                  <C>                     <C>
                    Cash marketing cost for oil         5        RMB/ton             213.7 (for wholesale)
                                                                                     163.5 (for retail)

                    Gap between the actual              5        %                   +/- 5
                    capital expenditure and
                    budget

Indices to be Put   Safety and environmental       industrial production accidents involving employee        Comprehensive
under Control       protection                     death < or = 0.04 /oo;                                    performance expressed
                                                                                                             in marks to be
                                                   extraordinarily serious safe production                   increased by 5 marks if
                                                   accidents = 0; and                                        achieving the target
                                                                                                             for the relevant index
                                                   extraordinarily serious environmental accidents.          put under control, and
                                                                                                             to be reduced by 5
                                                                                                             marks if failing to
                                                                                                             achieve the target for
                                                                                                             the relevant index put
                                                                                                             under control.
</TABLE>
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                                                                     Exhibit 4.2
                                         English Translation of Chinese Original

            RISK OPERATION SERVICE BUSINESS ASSETS TRANSFER AGREEMENT

                                 By and between

                      CHINA NATIONAL PETROLEUM CORPORATION

                                       And

                           PETROCHINA COMPANY LIMITED

                                 August 23, 2007

                                       1
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            RISK OPERATION SERVICE BUSINESS ASSETS TRANSFER AGREEMENT

     This Risk Operation Service Business Assets Transfer Agreement (this
"Agreement") is entered into this 23rd day of August, 2007 in Beijing by and
between CHINA NATIONAL PETROLEUM CORPORATION ("Party A"), with its enterprise
legal person business license number being 1000001001043 and registered address
being at Liupukang, Xicheng District, Beijing, and PETROCHINA COMPANY LIMITED
("Party B"), with its enterprise legal person business license number being
1000001003252 and registered address being at 16 Andelu, Dongcheng District,
Beijing.

     Whereas,

     (i)  Party B is a joint stock company incorporated on November 5, 1999
          under the laws of the People’s Republic of China (the "PRC") , and its
          H shares and ADSs are currently listed and traded on the Stock
          Exchange of Hong Kong Limited and on the New York Stock Exchange, Inc.
          respectively. Party A holds 88.21% of the share capital of Party B and
          therefore is the controlling shareholder of Party B; and

     (ii) Party A agrees to transfer to Party B, and Party B agrees to purchase
          from Party A, the assets (including liabilities) of Party A’s risk
          operation service business, subject to the terms and conditions of
          this Agreement.

     Party A and Party B hereby reach agreement as follows:

                              ARTICLE 1 DEFINITIONS

     1.1  For purposes of this Agreement, unless the context otherwise
          specifies, terms in this Agreement and the exhibits hereto shall have
          the meanings set forth below:

<TABLE>
<S>                  <C>
"Agreement" or       refers to this Risk Operation Service Business Assets
this "Agreement"     Transfer Agreement dated August 23, 2007 by and between the
                     parties hereto;

"Party A"            refers to China National Petroleum Corporation and its
                     subsidiaries, branches and other affiliated entities;
                     unless otherwise required by the context, the term "Party
                     A" shall include all the assets and business of Party A;

"Party B"            refers to PetroChina Company Limited and its subsidiaries,
                     branches and other affiliated entities; unless otherwise
                     required by the context, the term "Party B" shall include
                     all the assets and business of Party B;
</TABLE>
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<TABLE>
<S>                  <C>
"Risk Operation      refers to the full-range risk operation services discussed
Service Business"    hereunder provided to Party B’s development and production
                     operation in the hard-to-exploit blocks, at Party A’s
                     expense and risk, by such second-level entities of Xinjiang
                     Petroleum Administration Bureau as less-profitable oilfield
                     development companies, cooperative development and oil
                     extraction operation areas, and the Oil and Gas Cooperative
                     Development Company of Tuha Petroleum Exploration and
                     Development Headquarters;

"Risk Operation      refers to the assets to be transferred hereunder, which are
Service Business     generated by the Risk Operation Service Business of such
Assets"              second-level entities of Xinjiang Petroleum Administration
                     Bureau as less-profitable oilfield development companies,
                     cooperative development and oil extraction operation areas,
                     and the Oil and Gas Cooperative Development Company of Tuha
                     Petroleum Exploration and Development Headquarters,
                     including the assets as set forth in Exhibit 2 hereto;

"Closing"            has the meaning set forth in Article 4 hereof;

"Closing Date"       the later of August 23, 2007, or the date on which all the
                     conditions specified in Article 5 below have been
                     satisfied;

"Base Date"          refers to December 31, 2006, the date on which the assets
                     appraisal is conducted for the purposes of the transfer
                     contemplated hereunder;

"Audit Reports"      refers to the Special Audit Report on Oil and Gas
                     Cooperative Development Company of Tuha Oil Exploration and
                     Development Headquarters (Zhong Tian Yun [2007] Pu Zi No.
                     04212) and the Special Audit Report on the Risk Operation
                     Service Business of Xinjiang Petroleum Administration
                     Bureau (Zhong Tian Yun [2007] Pu Zi No. 04213) in each
                     case, dated June 20, 2007 and issued by Zhongtianyun
                     Accountants Limited for the purposes of the transfer
                     contemplated hereunder; and

"Appraisal Report"   refers to the Assets Appraisal Report (Zhong Qi Hua Ping
                     Bao Zi(2007) No. 195-1 and No. 195-2) dated June 20, 2007
                     issued by China Enterprise Appraisal Co., Ltd.
</TABLE>

     1.2  Unless otherwise specified herein, for the purposes of this Agreement,

          (a)  All references herein to a party shall include the successors
               thereof;

          (b)  All references herein to Articles or Schedule shall refer to
               Articles or Schedules of this Agreement;

          (c)  This Agreement shall be construed to refer to this Agreement as
               extended, amended, modified or supplemented from time to time;

          (d)  Headings used herein are for convenience only, and shall not in
               any way affect the meaning or performance of this Agreement; and
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          (e)  Any subsidiary or affiliated entity of Party A shall not include
               Party B or any of its subsidiaries or affiliated entities.

                          ARTICLE 2 DELIVERY OF ASSETS

     2.1  Subject to the terms and conditions of this Agreement, Party A shall
          deliver to Party B, and Party B shall take delivery from Party A of,
          the Risk Operation Service Business Assets and any and all the
          existing and future rights attached thereto, in reliance on Party A’s
          relevant representations, warranties and covenants contained herein.

     2.2  The Risk Operation Service Business Assets are described in greater
          detail in Exhibit 2 hereto.

                          ARTICLE 3 TRANSFER OF ASSETS

     The parties hereto agree that the consideration for the Risk Operation
Service Business Assets shall be RMB 1,652,279,200, as determined based on the
Appraisal Report dated 31 December, 2006 prepared by China Enterprise Appraisal
Co., Ltd. In the event the net assets generated by the Risk Operation Service
Business for the period from 1 January 2007 to 31 August 2007 as shown in the
management accounts for that period is higher than the value of the net assets
of the Risk Operation Service Business as at 31 December 2006, Party B shall pay
such difference to Party A in cash.

                                ARTICLE 4 CLOSING

     4.1  Date of Closing

          The closing of the assets transfer contemplated hereunder (the
          "Closing") shall occur on the later of August 23, 2007 or the date on
          which all the conditions set forth in Article 5 herein below are
          satisfied (either the "Closing Date").

     4.2  At the Closing, Party A shall:

          4.2.1 deliver to Party B:

               (i)  the Risk Operation Service Business Assets and any and all
                    the certificates, deeds, operating licenses, title documents
                    and other instruments that evidence any and all the title
                    and operating rights to and in the Risk Operation Service
                    Business Assets are vested with Party B, including but not
                    limited to, land use certificates, building title
                    certificates, accounting books and records, property
                    insurance policies and receipts for insurance premium
                    payment;
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               (ii) any and all the third party consents necessary for Party A’s
                    transfer to Party B of the Risk Operation Service Business
                    Assets, including but not limited to, consents from relevant
                    creditors and consents from relevant governmental
                    authorities; and

               (iii) any and all the effective contracts, books, certificates,
                    records and other instruments (including financial records)
                    possessed or controlled by Party A in connection with the
                    Risk Operation Service Business Assets, and

          4.2.2 allow Party B to take possession of the Risk Operation Service
               Business Assets.

     4.3  Party B shall obtain the Risk Operation Service Business Assets as
          from the Closing Date (inclusive). As from the Closing Date, Party B
          shall become the sole owner of the Risk Operation Service Business
          Assets and have all the operating rights in and to the Risk Operation
          Service Business Assets.

     4.4  Unless otherwise specified herein, any and all the profits, interests,
          creditor’s rights, debts and other rights and obligations generated by
          the Risk Operation Service Business Assets prior to the Closing Date
          shall be exercised and performed by Party A.

     4.5  In case Party A fails to fully comply with Section 4.2 above, Party B
          may elect to consummate the Closing to the extent practicable without
          any prejudice to any other remedies and rights available to it under
          this Agreement and otherwise.

                          ARTICLE 5 CLOSING CONDITIONS

     5.1  The Closing shall be subject to the satisfaction of all the following
          preconditions:

          (a)  Party B has completed its due diligence with respect to the
               status of the Risk Operation Service Business Assets;

          (b)  Party A has obtained from its creditors and any other relevant
               third parties any and all the necessary consents for Party A’s
               transfer of the Risk Operation Service Business Assets to Party
               B;

          (c)  there has been no material adverse change to the operation or
               technical performance of the Risk Operation Service Business; and
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          (d)  As at the Closing Date, Party A’s representations, warranties and
               covenants contained herein shall remain true, accurate, complete
               and effective.

     5.2  The parties hereto shall make all reasonable efforts to ensure that
          all the conditions set forth in Section 5.1 above will have been
          satisfied by August 23, 2007. Where any condition set forth in Section
          5.1 fails to be satisfied by August 23, 2007 for any reason on the
          part of Party A, Party B shall have the right to terminate this
          Agreement at its discretion.

     5.3  Each of the parties hereto agrees that where any regulatory authority
          in the jurisdiction in which its shares are listed and relevant PRC
          governmental authorities raise certain conditions in order to approve
          the transfer of the Risk Operation Service Business Assets as
          contemplated hereunder, the parties will negotiate corresponding and
          appropriate amendments to this Agreement and other relevant Closing
          conditions. Where no agreement fails to be reached through such
          negotiations and the performance of this Agreement will result in
          either Party A or Party B violating any PRC law and/or relevant
          listing rules, either Party A or Party B, as the case may be, shall
          have the right to terminate this Agreement at its discretion.

                  ARTICLE 6 POST-EXECUTION OBLIGATIONS OF PARTY

     6.1  Party A undertakes that it will use its best efforts to provide Party
          B with any and all materials and assistance in connection with the
          operation and maintenance of any Risk Operation Service Business
          reasonably requested by Party B.

     6.2  Without the consent of Party B, Party A may not make use of or
          disclose or release to any third party any information relating to any
          Risk Operation Service Business Assets except where the information is
          otherwise available in the public domain or where disclosure is
          required by the orders of a court having competent jurisdiction or the
          relevant regulatory authorities.

         ARTICLE 7 REPRESENTATIONS, WARRANTIES AND COVENANTS OF PARTY A

     7.1  Party A hereby makes the representations, warranties and covenants in
          accordance with the terms set forth under Exhibit 1 ("Warranties") to
          Party B, and acknowledges that the execution by Party B of this
          Agreement is based on the reliance of Party B on such Warranties.

     7.2  Each Warranty of Party A set forth in Exhibit 1 shall be severable and
          independent, and none of other provisions in this Agreement or the
          exhibits hereto may limit such Warranties.

     7.3  Party A hereby further undertakes to indemnify Party B in all for and
          against all losses or liabilities, including but not limited to, the
          decrease of the value of
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          any Risk Operation Service Business Assets, arising from breaches of
          any Warranties by Party. In the event of any breach by Party A of
          Article 1 or 2 of Exhibit 1 hereto, Party B shall have the right to
          terminate this Agreement.

     7.4  Party A shall promptly inform Party B in writing of any violations of
          the Warranties or any matters not consistent with the Warranties it
          becomes aware of before or after the Closing.

               ARTICLE 8 REPRESENTATIONS AND WARRANTIES OF PARTY B

     Party B hereby represents and warrants to Party A that from the date of
this Agreement to the Closing Date:

     8.1  Party B is a company limited by shares duly organized, validly
          existing and in good standing under the laws of the PRC and has
          statutory corporate rights.

     8.2  Party B has all necessary power and authority to enter into and
          perform this Agreement.

     8.3  The execution and performance of this Agreement by Party B does not
          violate its articles of association or any applicable laws or
          regulations.

     8.4  This Agreement constitutes a valid and binding obligation of Party B.

                               ARTICLE 9 EMPLOYEES

     Party B may conduct its employment management in its own discretion for the
purpose of continuing operation of the Risk Operation Service Business Assets,
including employing the former employees engaged by Party A for the Risk
Operation Service Business Assets.

                        ARTICLE 10 ACCESS TO INFORMATION

     From the date of this Agreement, Party A shall afford Party B and any
persons authorized by Party B and shall cause such person to be afforded access
to all materials regarding the Risk Operation Service Business Assets, and all
books, title instruments, contracts, records and any other documents regarding
the Risk Operation Service Business Assets, and the executive officers and
employees of Party A shall promptly furnish such materials and explanations with
respect thereto to any such persons.

                            ARTICLE 11 FORCE MAJEURE

     If a party has been prevented from performing all or part of its
obligations provided in this Agreement because of an event of Force Majeure,
including earthquake, typhoon, flood, fire, war and any governmental
interference, or change of circumstances, it shall immediately notify the other
Party in writing, and shall provide details of the event of Force Majeure or
change of circumstances, as well as valid evidence supporting its inability to
perform all or part of its obligations hereunder or the reasons for the delayed
performance, within seven (7) days following the occurrence of such an event.
The parties shall negotiate to terminate this Agreement, partially release or
delay the performance of the affected obligations, according to the influence of
such an event on the performance of this Agreement.
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                            ARTICLE 12 COMMUNICATIONS

     Notices or other communications required to be given by any party pursuant
to this Agreement shall be written in Chinese and sent by personal delivery or
in registered mail or facsimile to the address/fax number of the other party set
forth below. The dates on which notices shall be deemed to have been effectively
given shall be determined as follows:

     (i)  Notices given by personal delivery shall be deemed effectively given
          on the date of personal delivery;

     (ii) Notices given in a registered mail shall be deemed effectively given
          on the seventh day after the date on which they were mailed (as
          indicated by the postmark), excluding public holidays;

     (iii) Notices given by facsimile shall be deemed effectively given upon the
          completion of transmission. The party sending notices shall provide
          the electronic answerbacks produced by the facsimile machine it has
          received for the notices it sends to the other party in order to prove
          the complete transmission of such notices to the other party.

     If to Party A:

          China National Petroleum Corporation
          Liupukang, Xicheng District
          Beijing 100724
          Fax: 010-6209 4205

     If to Party B:

          PetroChina Company Limited
          16 Ande Road, Dongcheng District
          Beijing 100011
          Fax: 010-8488 6001

                 ARTICLE 13 GOVERNING LAW AND DISPUTE RESOLUTION

     13.1 This Agreement shall be governed by and construed in accordance with
          the laws of the PRC.

     13.2 Any dispute arising from, out of or in connection with this Agreement
          shall be settled through friendly consultations between the parties.
          If the dispute cannot be settled through consultations, either party
          may refer such dispute to the Beijing Arbitration Commission. Such
          dispute shall be finally settled by arbitration in accordance with the
          then effective rules of arbitration of the Beijing Arbitration
          Commission. The arbitral award is final and binding upon

                                       9



[E/O] BOWNE OF HONG KONG 27-MAY-2008 12:45:02.32 CRC: 44054 Validation: Y   Lines: 42 BOM  H02098  704.02.10.00 0/1

          both parties.

                           ARTICLE 14 OTHER PROVISIONS

     14.1 The parties shall be solely responsible for their own costs and
          expenses arising from the transfer of the Risk Operation Service
          Business Assets hereunder according to the applicable laws.

     14.2 Upon the Closing of the transfer of the Risk Operation Service
          Business Assets, except with respect to the surviving company, Party A
          shall finish all required change or cancellation formalities with the
          competent administration of industry and commerce and tax authorities.

     14.3 The invalidity, illegality or unenforceability in any respect of any
          term or other provision of this Agreement may not affect or prejudice
          the legality, validity and enforceability of all other terms and
          provisions of this Agreement.

     14.4 This Agreement together with any documents referred to herein shall
          constitute an entire agreement between the parties hereto. The parties
          clearly represent that any amendment to this Agreement shall be
          invalid unless in writing.

     14.6 This Agreement shall have come into effect upon the execution and
          affixing seals by the representatives of each party.

Party A

CHINA NATIONAL PETROLEUM CORPORATION

Authorized representative: Wen Qingshan (signature and seal of Party A)

Party B:

PETROCHINA COMPANY LIMITED

Authorized representative: Zhou Mingchun (signature and seal of Party B)
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     EXHIBIT 1 Further Representations, Warranties and Covenants of Party A

1. CORPORATE MATTERS

1.1  Party A is wholly state-owned company duly organized and validly existing
     under the laws of the PRC and has full and legal rights to own its assets
     and operate its business.

1.2  All the copies of the business license, articles of association and other
     documents of Party A provided to Party B are accurate and complete, and
     conform with the original copies of such documents.

1.3  Party A has all necessary power and authority to execute this Agreement and
     perform its obligations hereunder.

1.4  This Agreement and any other documents to be executed by Party A pursuant
     to this Agreement shall constitute the valid and binding obligations of
     Party A, which are enforceable in accordance with the relevant terms.

2. APPROVALS

2.1  The transfer of the Risk Operation Service Business Assets by Party A to
     Party B shall be conducted in accordance with the PRC law.

2.2  Upon the Closing Date, all governmental approvals required for the transfer
     of the Risk Operation Service Business Assets, including but not limited
     to, the required approval for the change of land use rights certificates
     and title certificates, shall have been obtained, and Party A does not
     receive any notice that such approvals have been cancelled.

2.3  Party A has been granted all necessary authorization for the execution and
     performance of this Agreement.

2.4  The execution and performance of this Agreement does not violate any
     applicable laws or regulations.

3. OWNERSHIP AND CONDITIONS OF ASSETS

3.1  Except as otherwise indicated, none of the Risk Operation Service Business
     Assets is subject to any encumbrance of any form. In the event of any legal
     proceedings in respect of financial guarantees or any other disputes
     arising prior to the Closing Date, such proceedings or disputes shall be
     assumed by the appropriate unlisted companies, i.e. Xinjiang Petroleum
     Administration Bureau or Tuha Petroleum Exploration & Development
     Headquarters. Details regarding the Risk Operation Service Business Assets
     set forth in Exhibit 2 are true, complete and accurate in all respects.
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          EXHIBIT 2 Scope of the Risk Operation Service Business Assets

The Risk Operation Service Business Assets cover the principal business of such
second-level entities of Xinjiang Petroleum Administration Bureau as
less-profitable oilfield development companies, cooperative development and oil
extraction operation areas, and the Oil and Gas Cooperative Development Company
of Tuha Petroleum Exploration and Development Headquarters, including but not
limited to, assets relating to the Risk Operation Business and the assets,
liabilities and interests associated therewith, which in particular, include the
following assets:

1.   such assets as the buildings and other structures, cash, bank deposits and
     accounts, inventories, receivables, machinery and equipment and ancillary
     devices and facilities owned by Party A or any entity forming a part of the
     Risk Operation Service Business;

2.   the rights and obligations under the contracts and agreements (including
     any amendments and supplements thereto) executed by Party A in respect of
     the Risk Operation Service Business Assets, including title to buildings
     and guarantees with respect to such contracts and agreements;

3.   if transferrable in accordance with applicable laws, all the rights under
     any and all the permits, licenses, approval certificates, certificates,
     power of attorney, and any other similar documents possessed or owned by
     Party A or any entity forming a part of the Risk Operation Service
     Business;

4.   claims, set-off rights or any other similar rights of Party A or any entity
     forming a part of the Risk Operation Business Assets, in each case,
     relating to or arising from the Risk Operation Service Business Assets; and

5.   business records, accounting records, operating records, operating data,
     operating statistical data, manuals, maintenance handbooks, training
     handbooks and relevant technical records, technical documentation,
     technical data, technical drawings, technical handbooks, technical books,
     project research and development records and any other know-how, whether
     saved in written, electronic or any other media.

Any other assets set forth in the Appraisal Report. The parties hereto agree
that where they have any disagreement on the understanding of the Risk Operation
Service Business Assets set forth in this Schedule, the contents of the
Appraisal Report shall prevail.
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                                                                     Exhibit 4.3

                                   ----------

                           CAPITAL INJECTION AGREEMENT

                                   ----------

                                   Concerning

                CNPC EXPLORATION AND DEVELOPMENT COMPANY LIMITED

                                December 27, 2007
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THIS AGREEMENT is made on December 27, 2007 in Beijing.

BETWEEN:

PARTY A:              PETROCHINA COMPANY LIMITED
Address:              World Tower, 16 Andelu, Dongcheng District, Beijing
Legal Representative: Jiang Jiemin

PARTY B:              CHINA NATIONAL OIL AND GAS EXPLORATION AND DEVELOPMENT
                      CORPORATION
Address:              International Investment Building D, No. 6, Fuchengmen
                      Beidajie, Xicheng District, Beijing
Legal Representative: Wang Dongjin

PARTY C:              CNPC EXPLORATION AND DEVELOPMENT COMPANY LIMITED
Address:              International Investment Building D, No. 6, Fuchengmen
                      Beidajie, Xicheng District, Beijing
Legal Representative: Liu Baohe

WHEREAS:

(1)  CNPC Exploration and Development Company Limited (hereinafter referred to
     as "PARTY C") is a limited liability company incorporated and existing in
     the People’s Republic of China, with a registered capital of RMB 100
     million. PetroChina Company Limited (hereinafter referred to as "PARTY A")
     and China National Oil and Gas Exploration and Development Corporation
     (hereinafter referred to as "PARTY B"), as shareholders of Party C, each
     holds a 50% equity interest in Party C;

(2)  Party A and Party B decide to increase their investment in Party C by a
     total amount of RMB 16 billion. Party A and Party B will each contribute
     50% of the increased capital in cash. That is, Party A and Party B will
     each pay RMB 8 billion (hereinafter referred to as the "CAPITAL
     INJECTION").

After friendly consultations between the parties hereto, IT IS AGREED as
follows:

1.   CAPITAL INJECTION

1.1  Party C adopted a resolution at its shareholders’ meeting to increase its
     registered capital by RMB 16 billion. Party A and Party B will each
     contribute 50% of the increased capital.

1.2  Upon completion of the Capital Injection, the total registered capital of
     Party C will be RMB 16.1 billion. The proportion of Party A and Party B’s
     contribution in Party C’s registered capital will remain at 50% each.

2.   PAYMENT, VERIFICATION AND CHANGE REGISTRATION OF THE CAPITAL INJECTION
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2.1  Party A and Party B shall, within 7 working days of the effective date of
     this Agreement, transfer their respective contribution in full in one lump
     sum to a bank account designated by Party C.

2.2  The parties hereto agree that after Party A and Party B transfer the
     increased capital amount to Party C’s designated bank account, Party C will
     engage a qualified Chinese accounting firm to verify the capital injected,
     and issue a capital verification report within one working day after the
     money is received at Party C’s designated bank account.

2.3  After Party A and Party B transfer the increased capital amount to
     Party C’s designated bank account, Party C shall, on the date of issuance
     of the capital verification report, register such change in its registered
     capital with the administrative department of industry and commerce and pay
     relevant expenses. Party A and Party B shall use their best efforts to
     cooperate with Party C so that the change registration procedures for the
     increased capital can be completed as early as possible.

3.   CAPITAL CONTRIBUTION CERTIFICATE; REGISTER OF SHAREHOLDERS

Party C shall issue capital contribution certificates and prepare a register of
shareholders based on the actually contributions of Party A and Party B in
accordance with the Company Law of the People’s Republic of China, other
relevant laws and regulations and this Agreement.

4.   REPRESENTATIONS AND WARRANTIES

4.1  The parties hereto all have full and independent legal status and capacity,
     and have obtained all necessary approvals and authorizations for the
     execution, delivery and performance of this Agreement.

4.2  The execution of this Agreement and the performance of the obligations
     hereunder by the parties hereto will not violate any laws, rules and
     regulations, or any governmental authorizations or approvals; nor will they
     conflict with any contract or agreement to which any of the parties hereto
     is a party or by which the assets of any of the parties hereto is bound.

4.3  The execution and performance of this Agreement by the parties hereto will
     not violate any other legal obligations owed by the parties hereto.

5.   DEFAULT LIABILITY

The parties hereto shall perform this Agreement voluntarily based on the
principles of honesty and good faith. If any of the parties hereto fails to
perform its obligations hereunder and causes the Agreement to fail of its
purpose, the party in default shall indemnify the other parties for the economic
losses they have thus sustained.

6.   AMENDMENT

Any amendment to this Agreement may only become effective after it is agreed by
all parties hereto through consultations and made by an instrument in writing.
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7.   GOVERNING LAW

The formation, validity and interpretation of this Agreement and the resolution
of disputes hereunder shall be governed by the laws of the People’s Republic of
China.

8.   DISPUTE RESOLUTION

Any dispute arising out of or in connection with this Agreement shall be settled
through friendly consultations by the parties hereto. In the event such dispute
cannot be settled through consultations, it shall be referred to, and finally
settled by arbitration in accordance with the arbitration rules then in effect
of, China International Economic and Trade Arbitration Commission.

9.   CONFIDENTIALITY

None of the parties hereto shall disclose the content of this Agreement and
related confidential information to any third party (other than the
shareholders, legal counsels, financial counsels and other professional counsels
of the parties hereto) without the consent of all other parties, unless the
disclosure is mandated by relevant laws and administrative rules, government
bodies or other supervisory authorities.

10.  FORCE MAJEURE

10.1 If the Agreement cannot be performed or cannot be performed as agreed as a
     direct result of any force majeure event that is unforeseeable and the
     occurrence and consequences of which are unpreventable and unavoidable,
     such as earthquake, typhoon, flood, fire and war, the parties hereto will
     decide on whether to terminate this Agreement, or to waive part of the
     obligations hereunder, or to delay the performance of the Agreement, in
     accordance with relevant laws and regulations.

10.2 If the Agreement cannot be performed or cannot be performed as agreed as a
     result of any change in laws or policies of the country, the parties hereto
     shall decide on whether to terminate this Agreement or to waive part of the
     obligations hereunder through consultations.

10.3 Upon the occurrence of a force majeure event, the party affected shall
     notify the other parties hereto immediately, and provide within fixteen
     (15) days valid proof issued by a notary office of the place where the
     force majeure event has occurred.

11.  EFFECTIVENESS

11.1 This Agreement shall become effective on the date first above written after
     being signed by the parties hereto.

11.2 This Agreement is made in six (6) originals, with each of the parties
     hereto holding 2 originals. All originals shall have the same legal force
     and effect.
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(NO TEXT ON THIS PAGE. SIGNATURE PAGE ONLY.)

Party A: PetroChina Company Limited

Legal Representative or Authorized Representative
(Signature and Seal): /s/ Li Hualin

Party B: China National Oil and Gas Exploration and Development Corporation

Legal Representative or Authorized Representative
(Signature and Seal): /s/ Wang Dongjin

Party C: CNPC Exploration and Development Company Limited

Legal Representative or Authorized Representative
(Signature and Seal): /s/ Liu Baohe
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                                                                     Exhibit 4.4

                             CRUDE OIL MUTUAL SUPPLY

                        FRAMEWORK AGREEMENT FOR YEAR 2008

                                     BETWEEN

                           PETROCHINA COMPANY LIMITED

                                       AND

                         CHINA PETROCHEMICAL CORPORATION

                                     BEIJING

                                  JANUARY 2008
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            CRUDE OIL MUTUAL SUPPLY FRAMEWORK AGREEMENT FOR YEAR 2008

          PetroChina Company Limited ("PetroChina") and China Petrochemical
Corporation ("Sinopec"), following friendly consultations and on the basis of
equality, have entered into this Agreement (this "Agreement") on mutual supply
of crude oil in the year of 2008.

I.   QUANTITIES AND VARIETIES OF CRUDE OIL TO BE SUPPLIED HEREUNDER

     1.   In 2008, PetroChina shall supply Sinopec with 6.56 million tons of
          domestic onshore crude oil, including 4.00 million tons of blended oil
          produced at the Daqing Oil Region (excluding replacement crude oil),
          0.55 million tons of oil produced at the Jizhong Oil Region, 1.40
          million tons of oil produced at the Changqing Oil Region, 0.60 million
          tons of oil produced at the Tarim Basin Oil Region, and 10,000 tons of
          oil produced at PetroChina Zhejiang Exploration Company.

     2.   In 2008, Sinopec shall supply PetroChina with 1.13 million tons of
          domestic onshore crude oil, including 0.50 million tons produced at
          the Tahe Oil Region and 0.50 million tons produced at the Shengli Oil
          Region, 60,000 tons produced at Jilin (Yaoyintai) Oil Region, 65,000
          tons produced at Inner Mongolia (Baiyinchagan) Oil Region, and 5,000
          tons produced at Sinopec Southern Exploration and Production Company.

     3.   The parties hereto shall, in principle, make available crude oil of
          the above supply and take delivery thereof on an evenly distributed
          basis. The quarterly mutual supply of crude oil may be adjusted as
          necessary by mutual agreement thereon and in light of the availability
          of crude oil resources, price and the State’s macro-economic planning
          requirements.

II.  QUALITY OF CRUDE OIL

     Matters with respect to the quality of the crude oil to be supplied
hereunder shall be handled pursuant to applicable provisions of SY7513-88
Technical Conditions of Crude Oil at Wellhead.

III. QUARTERLY SUPPLY AGREEMENTS; SALES AND PURCHASE CONTRACTS ON AN
     ENTERPRISE-BY-ENTERPRISE BASIS

     Quarterly supply agreements shall be entered into by and between PetroChina
Natural Gas & Pipeline Company and the Production and Management Department of
Sinopec. After the quarterly plans have been issued to the respective
subsidiaries, PetroChina’s relevant regional companies (including its oil
fields, refineries and

                                        1
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pipeline companies) and Sinopec’s relevant subsidiaries (including its oil
fields and refineries) will enter into specific sales and purchase contracts.
The total quantities and varieties of crude oil to be supplied under such
contracts shall be consistent with those specified under the above quarterly
supply agreements.

IV.  PRICE OF CRUDE OIL

     The price of crude oil to be supplied hereunder shall be settled on the
basis of the standard crude oil price published by the National Development and
Reform Commission each month and the crude oil premium mutually agreed between
the parties.

V.   PAYMENT GUARANTEE

     Payment of the price of crude oil to be supplied hereunder shall be made on
a timely basis and pursuant to principles agreed upon by the parties hereto.
PetroChina and Sinopec agree to be guarantors, and to assume joint and several
guarantee liabilities for the failure of timely payment of the price of crude
oil and other payments by their respective oil refineries. The payer shall make
timely payments to the payee upon receipt of and pursuant to the payment notice.

PLANNING DEPARTMENT,                    PRODUCTION MANAGEMENT DEPARTMENT,
PETROCHINA COMPANY LIMITED              CHINA PETROCHEMICAL CORPORATION

By: /s/ WU Mei                          By: /s/ ZHU Jianmin
    ---------------------------------       ------------------------------------
Date: January 8, 2008                   Date: January 8, 2008

                                        2
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                                                                     Exhibit 8.1

                MAJOR SUBSIDIARIES OF PETROCHINA COMPANY LIMITED

I. WHOLLY OWNED SUBSIDIARIES

1. Daqing Oilfield Company Limited

II. CONTROLLED SUBSIDIARIES

1. Daqing Yu Shu Lin Oilfield Company Limited

2. CNPC Exploration and Development Company Limited

3. PetroKazakhstan Inc.
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                                                                    EXHIBIT 12.1

                                  CERTIFICATION

I, Jiang Jiemin, certify that:

1.   I have reviewed this annual report on Form 20-F of PetroChina Company
     Limited (the "Company");

2.   Based on my knowledge, this report does not contain any untrue statement of
     a material fact or omit to state a material fact necessary to make the
     statements made, in light of the circumstances under which such statements
     were made, not misleading with respect to the period covered by this
     report;

3.   Based on my knowledge, the financial statements, and other financial
     information included in this report, fairly present in all material
     respects the financial condition, results of operations and cash flows of
     the Company as of, and for, the periods presented in this report;

4.   The Company’s other certifying officer and I are responsible for
     establishing and maintaining disclosure controls and procedures (as defined
     in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
     financial reporting (as defined in Exchange Act Rules 13a-15(f) and
     15d-15(f)) for the Company and have:

     (a)  Designed such disclosure controls and procedures, or caused such
          disclosure controls and procedures to be designed under our
          supervision, to ensure that material information relating to the
          Company, including its consolidated subsidiaries, is made known to us
          by others within those entities, particularly during the period in
          which this report is being prepared;

     (b)  Designed such internal control over financial reporting, or caused
          such internal control over financial reporting to be designed under
          our supervision, to provide reasonable assurance regarding the
          reliability of financial reporting and the preparation of financial
          statements for external purposes in accordance with generally accepted
          accounting principles;

     (c)  Evaluated the effectiveness of the Company’s disclosure controls and
          procedures and presented in this report our conclusions about the
          effectiveness of the disclosure controls and procedures, as of the end
          of the period covered by this report based on such evaluation; and

     (d)  Disclosed in this report any change in the Company’s internal control
          over financial reporting that occurred during the period covered by
          the annual report that has materially affected, or is reasonably
          likely to materially affect, the Company’s internal control over
          financial reporting; and

5.   The Company’s other certifying officer and I have disclosed, based on our
     most recent evaluation of internal control over financial reporting, to the
     Company’s auditors and the audit committee of the Company’s board of
     directors (or persons performing the equivalent functions):

     (a)  All significant deficiencies and material weaknesses in the design or
          operation of internal control over financial reporting which are
          reasonably likely to adversely affect the Company’s ability to record,
          process, summarize and report financial information; and

     (b)  Any fraud, whether or not material, that involves management or other
          employees who have a significant role in the Company’s internal
          control over financial reporting.

Date: May 23, 2008

                                        /s/ Jiang Jiemin
                                        ----------------------------------------
                                        Name: Jiang Jiemin
                                        Title: Chairman of Board of Directors
                                               (performing the functions of
                                               Chief Executive Officer)
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                                                                    EXHIBIT 12.2

                                  CERTIFICATION

I, Zhou Mingchun, certify that:

1.   I have reviewed this annual report on Form 20-F of PetroChina Company
     Limited (the "Company");

2.   Based on my knowledge, this report does not contain any untrue statement of
     a material fact or omit to state a material fact necessary to make the
     statements made, in light of the circumstances under which such statements
     were made, not misleading with respect to the period covered by this
     report;

3.   Based on my knowledge, the financial statements, and other financial
     information included in this report, fairly present in all material
     respects the financial condition, results of operations and cash flows of
     the Company as of, and for, the periods presented in this report;

4.   The Company’s other certifying officer and I are responsible for
     establishing and maintaining disclosure controls and procedures (as defined
     in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
     financial reporting (as defined in Exchange Act Rules 13a-15(f) and
     15d-15(f)) for the Company and have:

     (a)  Designed such disclosure controls and procedures, or caused such
          disclosure controls and procedures to be designed under our
          supervision, to ensure that material information relating to the
          Company, including its consolidated subsidiaries, is made known to us
          by others within those entities, particularly during the period in
          which this report is being prepared;

     (b)  Designed such internal control over financial reporting, or caused
          such internal control over financial reporting to be designed under
          our supervision, to provide reasonable assurance regarding the
          reliability of financial reporting and the preparation of financial
          statements for external purposes in accordance with generally accepted
          accounting principles;

     (c)  Evaluated the effectiveness of the Company’s disclosure controls and
          procedures and presented in this report our conclusions about the
          effectiveness of the disclosure controls and procedures, as of the end
          of the period covered by this report based on such evaluation; and

     (d)  Disclosed in this report any change in the Company’s internal control
          over financial reporting that occurred during the period covered by
          the annual report that has materially affected, or is reasonably
          likely to materially affect, the Company’s internal control over
          financial reporting; and

5.   The Company’s other certifying officer and I have disclosed, based on our
     most recent evaluation of internal control over financial reporting, to the
     Company’s auditors and the audit committee of the Company’s board of
     directors (or persons performing the equivalent functions):

     (a)  All significant deficiencies and material weaknesses in the design or
          operation of internal control over financial reporting which are
          reasonably likely to adversely affect the Company’s ability to record,
          process, summarize and report financial information; and

     (b)  Any fraud, whether or not material, that involves management or other
          employees who have a significant role in the Company’s internal
          control over financial reporting.

Date: May 23, 2008

                                        /s/ Zhou Mingchun
                                        ----------------------------------------
                                        Name: Zhou Mingchun
                                        Title: Chief Financial Officer
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                                                                    EXHIBIT 13.1

                            CERTIFICATION PURSUANT TO
                             18 U.S.C. SECTION 1350,
                             AS ADOPTED PURSUANT TO
                  SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

     In connection with the Annual Report of PetroChina Company Limited (the
"Company") on Form 20-F for the period ending December 31, 2007, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
Jiang Jiemin, hereby certify that to the best of my knowledge:

          1. The Report fully complies with the requirements of Section 13(a) of
the Securities Exchange Act of 1934; and

          2. The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

Date: May 23, 2008

                                        /s/ Jiang Jiemin
                                        ----------------------------------------
                                        Name: Jiang Jiemin
                                        Title: Chairman of Board of Directors
                                               (performing the functions of
                                               Chief Executive Officer)
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                                                                    EXHIBIT 13.2

                            CERTIFICATION PURSUANT TO
                             18 U.S.C. SECTION 1350,
                             AS ADOPTED PURSUANT TO
                  SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

     In connection with the Annual Report of PetroChina Company Limited (the
"Company") on Form 20-F for the period ending December 31, 2007, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I,
Zhou Mingchun, hereby certify that to the best of my knowledge:

          1. The Report fully complies with the requirements of Section 13(a) of
the Securities Exchange Act of 1934; and

          2. The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

Date: May 23, 2008

                                        /s/ Zhou Mingchun
                                        ----------------------------------------
                                        Name: Zhou Mingchun
                                        Title: Chief Financial Offer




