





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.

(i) 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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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.

(D 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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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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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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, ‘1AS 19 — The limit on a defined benefit asset, minimum funding requirements and their interaction’ provides guidance on
assessing the limit in 1AS 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.

F-16
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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.

(@) 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.

(i) 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) Pricerisk

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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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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6 EMPLOYEE COMPENSATION COSTS

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).

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

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

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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9 INCOME TAXES

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

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:

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

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 humber 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 humber of 179,700 million shares issued and outstanding for the
year.

There are no potential dilutive ordinary shares.
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11 DIVIDENDS ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

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)

(iii)

(iv)

V)

(vi)

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.

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.

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.

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.

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.

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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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

Accounts receivable due from third parties
Accounts receivable due from related parties
Less: allowance for doubtful accounts receivable

Movement in allowance for doubtful accounts receivable is as follows:

Balance at beginning of the year
Write back
Amount written off against allowance

Balance at end of the year
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:

Within 1 year
Between 1 to 2 years
Between 2 to 3 years
Over 3 years
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At December 31,
2006 2007
RMB RMB
9,498 15,296
2,247 6,002
(3,257) (2,879)
8,488 18,419

2005 2006 2007

RMB RMB RMB

4,848 3,998 3,257
(333) (126) (90)
(517) (615) (288)

3,998 3,257 2,879

At December 31,

2006 2007

RMB RMB

8,299 18,260

33 39

59 32

3,354 2,967

11,745 21,298
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15 INVENTORIES

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

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

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

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

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

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.
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Movements in allowance for doubtful receivables are as follows:

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
17 PROPERTY, PLANT AND EQUIPMENT
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 5171 3,120 73,595 622,668
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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

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.

Year Ended December 31,

2005
RMB
Beginning balance at January 1 5,751
Additions to capitalized exploratory well costs pending the determination of proved
reserves 16,181
Reclassified to wells, facilities, and equipment based on the determination of proved
reserves (7,089)
Capitalized exploratory well costs charged to expense 6,547)
Ending balance at December 31 8,296
Number of wells at year end 993
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2006 2007
RMB RMB
8,296 8,998
19,076 22,649
(8,880) (10,534)
(9,494) (9,161)
8,998 11,952
869 928
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The following table provides an aging of capitalised exploratory well costs based on the date the drilling was completed.

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

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:

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
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:
At December 31,
2006 2007
RMB RMB
Exploration and Production 45 45
Refining and Marketing — 7
Accumulated depreciation (18) (24)
27 28
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:
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

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.
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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.
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18 INVESTMENTS IN EQUITY AFFILIATES AND JOINTLY CONTROLLED ENTITIES

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:

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

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:
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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

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:

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

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.
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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

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.

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
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:
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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23 DEBTS
(@ 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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(b) Long-term debts

Renminbi — denominated debts:
Bank loans for the development of oil fields and

construction of refining plants

Bank loans for working capital

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

Working capital loans from a fellow CNPC subsidiary
Working capital loans

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

Corporate debenture for the development of oil and gas
properties

US Dollar — denominated debts:

Bank loans for the development of oil fields and

construction of refining plants

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

Bank loans for working capital

Bank loans for acquisition of overseas oil and gas
properties

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

At December 31,

Interest Rate and Final Maturity 2006 2007

RMB RMB
Majority floating interest rates ranging from 6.16% 8,390 6,720
to 6.80% per annum as of December 31, 2007, with
maturities through 2022
Floating interest rates ranging from 5.67% to 6.89% 6,000 6,030
per annum as of December 31, 2007, with
maturities through 2012
Floating interest rates ranging from 4.46% to 5.76% 16,782 19,862
per annum as of December 31, 2007, with
maturities through 2032
Fixed interest rate at 4.61% per annum as of 4,130 70
December 31, 2007, with maturities through 2008
Fixed interest rate at 6.32% per annum as of 5 5
December 31, 2007, with no fixed repayment terms
Fixed interest rate at 4.50% per annum as of 1,365 —
December 31, 2007, with maturities through 2007
Fixed interest rates ranging from 3.76% to 4.11% 3,523 3,500
per annum as of December 31, 2007, with
maturities through 2013
Fixed interest rates ranging from zero to 8.66% per 969 403
annum as of December 31, 2007, with maturities
through 2038
Floating interest rates ranging from 5.10% to 7.50% 3,589 4,927
per annum as of December 31, 2007, with
maturities through 2014
Floating interest rates ranging from LIBOR plus 1,326 2,630
0.30% to LIBOR plus 2.50% per annum as of
December 31, 2007, with maturities through 2010
Floating interest rate at LIBOR plus 0.55% per 1,368 821
annum as of December 31, 2007, with maturities
through 2009
Floating interest rates ranging from LIBOR minus 4,481 4,171

0.25% to LIBOR plus 0.50% per annum as of
December 31, 2007, with maturities through 2020

F-32



PETROCHINA COMPANY LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Amounts in millions unless otherwise stated)

Loans from a fellow CNPC subsidiary for working
capital

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

Loans for working capital

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

Corporate debenture for the development of oil and
gas properties

Corporate debenture for the development of oil and
gas properties

Japanese Yen — denominated debts:

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

Euro — denominated debts:

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

British Pound — denominated debts:

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

Total long-term debts

Less: Current portion of long-term debts

At December 31,
Interest Rate and Final Maturity 2006 2007
RMB RMB
Floating interest rate at LIBOR plus 0.60% per 1,471 329
annum as of December 31, 2007, with maturities
through 2008
Fixed interest rate at 1.55% per annum as of 462 404
December 31, 2007, with maturities through 2022
Majority floating interest rate at LIBOR plus 0.35% 650 609
per annum as of December 31, 2007, with
maturities through 2008
Fixed interest rate at 3.00% per annum as of 353 335
December 31, 2007, with maturities through 2019
Fixed interest rate at 9.50% per annum as of 817 730
December 31, 2007, with maturities through 2011
Fixed interest rate at 15.00% per annum as of 179 58
December 31, 2007, with maturities through 2008
Fixed interest rates ranging from 2.42% to 4.10% 75 37
per annum as of December 31, 2007, with
maturities through 2010
Fixed interest rates ranging from 2.00% to 2.30% 257 247
per annum as of December 31, 2007, with
maturities through 2023
Fixed interest rate at 2.85% per annum as of 49 —
December 31, 2007 with maturities through 2007
56,241 51,888
(20,607) (12,200)
35,634 39,688
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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.

Total debts:
- interest free
- at fixed rates
- at floating rates

Weighted average effective interest rates:
- bank loans
- loans from a fellow CNPC subsidiary
- other loans
- corporate debentures

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

Bank loans

Loans from a fellow CNPC subsidiary
Corporate debentures

Other

Bank loans

Loans from a fellow CNPC subsidiary
Corporate debentures

Other

At December 31,
2006 2007
RMB RMB
68 60
20,850 11,940
50,479 58,622
71,397 70,622
5.51% 5.54%
4.98% 5.17%
3.93% 3.64%
5.04% 4.87%
Carrying Amounts
At December 31,
2006 2007
RMB RMB
22,023 21,815
26,864 24,432
6,237 4,623
1,117 1,018
56,241 51,888
Fair Values
At December 31,
2006 2007
RMB RMB
21,858 21,580
26,861 24,428
5,852 4,104
997 883
55,568 50,995

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



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:

First year
Second year
Third year
Fourth year
Fifth year
Thereafter

24 ASSET RETIREMENT OBLIGATIONS

At beginning of the year

Liabilities incurred

Consolidation of PetroKazakhstan Inc.
Liabilities settled

Accretion expense (Note 8)

Currency translation differences

At end of the year

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

At December 31,

2006 2007
RMB RMB
20,607 12,200
11,797 5,754
6,024 14,065
1,504 2,325
2,921 3,508
13,388 14,036
56,241 51,888

2005 2006 2007
RMB RMB RMB
919 14,187 18,481
13,258 3,589 4,818
— — 385

) (105) (110)

60 796 1,202
(49) 14 (15)
14,187 18,481 24,761

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

At beginning of the year

Transfer to income statement (Note 9)
Charge to equity

Consolidation of PetroKazakhstan Inc.
Currency translation differences

At end of the year

Deferred tax balances are attributable to the following items:

Deferred tax assets
Current:
Provisions, primarily for receivables and inventories
Tax losses of subsidiaries
Non current:
Shut down of manufacturing assets and impairment of long-term assets
Other
Total deferred tax assets
Deferred tax liabilities
Non current:
Accelerated tax depreciation
Other
Total deferred tax liabilities
Net deferred tax liabilities

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

2005

RMB

16,902
3,959

(102)
20,759

2006 2007
RMB RMB
20,759 19,583
(1,196) 820
— 87

— (174)

20 (111)
19,583 20,205

At December 31,

2006 2007
RMB RMB
7,107 5,391
2,175 95
4,342 3,172
457 1,635
14,081 10,293
33,398 30,435
266 63
33,664 30,498
19,583 20,205
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26 SHARE CAPITAL

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

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.
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27 RESERVES

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

(@ 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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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.

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.

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

(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.
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(d) Leasing of roads, land and buildings
According to the Restructuring Agreement entered into between the Company and CNPC in 2000:

. 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.

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.
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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:

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

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

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

(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:

RMB
2008 906
2009 906
2010 906
2011 906
2012 906
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31 MAJOR CUSTOMERS

The Group’s major customers are as follows:

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

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.
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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

Note At December 31,
2006 2007
RMB RMB
Bank deposits
CP Finance M 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 0] 33 81 159
State-controlled banks and other financial institutions 1,582 1,804 1,024
1,615 1,885 1,183

(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

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

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

F-43



PETROCHINA COMPANY LIMITED

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

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

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

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 (i)
- 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.

(i)  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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(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.

(d) Purchases of assets

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

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
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Accounts receivable from related parties at the end of the year
Equity affiliates and jointly controlled entities

Fellow subsidiaries (CNPC Group)

Other state-controlled enterprises

Less: Allowance for doubtful accounts receivable
Equity affiliates and jointly controlled entities
Fellow subsidiaries (CNPC Group)

Other state-controlled enterprises

Prepayments and other receivables from related parties at the end of the year
Equity affiliates and jointly controlled entities

Parent (CNPC)

Fellow subsidiaries (CNPC Group)

Other state-controlled enterprises

Less: Allowance for doubtful receivables
Equity affiliates and jointly controlled entities
Fellow subsidiaries (CNPC Group)
Other state-controlled enterprises

Accounts payable and accrued liabilities to related parties at the end of the year

Equity affiliates and jointly controlled entities
Parent (CNPC)

Fellow subsidiaries (CNPC Group)

Other state-controlled enterprises

Net changes in allowance for doubtful accounts receivable from related parties charged to

the consolidated statements of income
Equity affiliates and jointly controlled entities
Fellow subsidiaries (CNPC Group)
Other state-controlled enterprises

Net changes in allowance for doubtful receivables from related parties charged to the

consolidated statements of income
Equity affiliates and jointly controlled entities
Fellow subsidiaries (CNPC Group)
Other state-controlled enterprises
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2005
RMB

24
(62)
(38)

(55)
55
(35)
(35)

At December 31,
2006 2007
RMB RMB
82 296
599 3,796
1,566 1,910
2,247 6,002
(5) —
(232) (189)
(861) (708)
(1,098) (897)
1,149 5,105
4,307 2,412
196 —
7,220 10,335
4,202 6,809
15,925 19,556
(212) (39)
(4) (22)
(299) (79)
(515) (140)
15,410 19,416
1,444 117
2,321 922
26,046 32,154
5,462 7,141
35,273 40,334
Year Ended December 31,
2006 2007
RMB RMB
5 (5)
(11) (32)
(52) —
(58) (37)
(20) (173)
(32) 18
12 (218)
(40) (373)



PETROCHINA COMPANY LIMITED

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

(f) Leases
Year Ended December 31,

Notes 2005 2006 2007
RMB RMB RMB

Advance operating lease payments paid to related parties: ()
Parent (CNPC) 232 — —
Other state-controlled enterprises 33 49 88
265 49 88

Other operating lease payments paid to related parties: (i)
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.

(i) 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
(9) Loans
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

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

Year Ended December 31,

Notes 2005 2006 2007
Loans from related parties RMB RMB RMB
Loans from CP Finance: 0]
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: (i)
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.

(i) 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.

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.
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(h) Key management compensation

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.

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



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:

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 Bernabe 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.
(i)  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.

F-50



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):

2007 2006 2005
Number Number Number
RMB Nil — RMB 1 million 20 20 25

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.
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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:
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Primary reporting format —business segments

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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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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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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Note () — 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 () — 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 () — 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
Secondary reporting format — geographical segments
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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35 PRINCIPAL SUBSIDIARIES

The principal subsidiaries of the Group are:

PETROCHINA COMPANY LIMITED

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

Attributable

Country of Paid-up Type of Equity

Company Name Incorporation Capital RMB Legal Entity Interest % Principal Activities
Daging Qilfield PRC 47,500 Limited liability 100.00 Exploration, production
Company company and sale of crude oil and
Limited natural gas; production and
sale of refined products

Daging Yu Shu Lin PRC 1,272 Limited liability 88.16 Exploration, production
Oilfield Company company and sale of crude oil and
Limited natural gas
CNPC Exploration and PRC 100 Limited liability 50.00 Exploration, production
Development Company company and sale of crude oil and
Limited natural gas outside of the
PRC

PetroKazakhstan Inc. (Note Canada US Dollar 2,465 million  Joint stock company 67.00 Exploration, production

18)

with limited
liability

and sale of crude oil and
natural gas outside of the
PRC
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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.

Equit;
Number of Purchase Total cash in('gere)gt held
Entity outstanding price per Number of shares consideration after the
name shares share acquired paid acquisition %
Jinzhou 150,000,000 RMB 4.25 150,000,000 A RMB 638 as 100.00 JCPL was delisted from the
PetroChemical A shares yuan per A shares as of of December Shenzhen Stock Exchange on
Company share June 30, 2007 31, 2007 January 4, 2006.
Limited
(*JCPL™)
In November 2007, the Liaoning
Administration for Industry and
Commerce approved JCPL’s
deregistration as an incorporated
company.
Jilin Chemical 200,000,000 RMB 5.25 200,000,000 A  RMB 3,862 100.00 JCIC was delisted from the
Industrial A shares yuan per A shares as of as of Shenzhen Stock Exchange on
Company share December 31, December 31, February 20, 2006.
Limited 2007 2007
(*Jcic”)
964,778,000 HK$2.80 per 964,778,000 H JCIC was delisted from the Stock
H shares H share shares Exchange of Hong Kong Limited
(including (including and the New York Stock Exchange
American ADS) as of on January 23, 2006 and
Depositary December 31, February 15, 2006, respectively.
Shares) 2007
(“ADS”)
In December 2007, the Jilin
Administration for Industry and
Commerce approved JCIC’s
deregistration as an incorporated
company.
Liaohe Jinma 200,000,000 RMB 8.80 200,000,000 A RMB 1,763 100.00 LJOCL was delisted from the
Oilfield A shares yuan per A shares as of as of Shenzhen Stock Exchange on
Company share June 30, 2007 December 31, January 4, 2006.
Limited 2007
(“LJocL™)

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

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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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



PETROCHINA COMPANY LIMITED

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

Sales and other operating revenues
Sales to third parties
Intersegment sales

Production costs excluding taxes

Exploration expenses

Depreciation, depletion and amortization
Taxes other than income taxes

Accretion expense

Income before income taxes

Income taxes

Results of operations from producing activities

Income from producing activities of equity affiliates and jointly controlled entities

Capitalised Costs

Property costs

Producing assets

Support facilities

Construction-in-progress

Total capitalized costs

Accumulated depreciation, depletion and amortization
Net capitalized costs

Share of net capitalized costs of equity affiliates and jointly controlled entities

Costs Incurred in Property Acquisitions, Exploration and Development Activities

Property acquisition costs
Exploration costs
Development costs

Total

Share of costs of property acquisition, exploration, and development of equity affiliates and

jointly controlled entities
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Year Ended December 31,

2005 2006 2007
RMB RMB RMB
66,265 81,721 91,724
261,558 313,654 336,999
327,823 395,375 428,723
(41,713) (54,800) (63,118)
(15,566) (18,822) (20,648)
(25,819) (31,540) (36,400)
(10,239) (41,354) (56,474)
(60) (796) (1,202)
234,426 248,063 250,881
(64,816) (65,554) (57,386)
169,610 182,509 193,495
1,880 4,424 5,293
Year Ended December 31,
2005 2006 2007
RMB RMB RMB
359,539 425,172 497,117
138,093 150,149 171,590
19,394 25,461 43,070
517,026 600,782 711,777
(203,416) (233,677) (264,992)
313,610 367,105 446,785
20,597 25,136 14,252
Year Ended December 31,
2005 2006 2007
RMB RMB RMB
25,335 30,567 36,046
72,551 79,902 96,449
97,886 110,469 132,495
2,590 4,371 2,911




PETROCHINA COMPANY LIMITED

SUPPLEMENTARY INFORMATION ON OIL AND GAS EXPLORATION
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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:
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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

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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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):

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

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

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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ARTI CLES OF ASSCCI ATI ON COF
PETROCH NA COVPANY LI M TED

(Approved by Sharehol ders’ Special Resol utions on 3 Decenber 1999
Arended by Sharehol ders’ Special Resolutions on 10 March 2000
Amended by Resol utions of the Fifth Meeting of the First Board
of Directors on 30 May 2000
Anmended by Sharehol ders’ Special Resolutions on 8 June 2001
Amrended by Sharehol ders’ Special Resolution on 26 May 2005
Anmended by Resol utions of the Special Board Conmittee 31 August 2005
Amended by Sharehol ders’ Speci al Resolution on 1 Novenber 2006)

CHAPTER 1: GENERAL PROVI SI ONS

Article 1 The Company is a Loint stock limted conpany established in
accordance with the Conpany Law of the People's Republic of
China (the Conpany Law), Securities Law of the People’s
Republic of China, State Council’s Special Regul ations
Regarding the |ssue of Shares Overseas and the Listing of
Shares Overseas by Conpanies Linmited by Shares (the Specia
gegulatlons) and other relevant |aws and regul ati ons of the
t at e.

MP1

The Company was established by way of promotion with the
approval of the State Economic and Trade Commi ssion of the
Peopl e’ s Republic of China on 25 Cctober 1999, as evidenced by
approval docunent Guo Jing Mao @ Gai [1999] no. 1024 of 1999
It is registered with and has obtained a business |Iicence from
the State Administration Bureau of Industry and Comrerce on 5
Novenber 1999. The Conpany’s business |icence nunber is:
1000001003252.

The pronoter of the Conpany is: China National Petroleum
Cor por ati on.

Article 2. The Company’s regi stered Chinese nane: [ CH NESE NAME]
The Conmpany’s regi stered English nane: PetroChi na Conpany
Li m t ed.
MP2
Article 3. The Company’s address : 16 Ande Road
Dongcheng Di strict
Bei]ing
Chi na
Tel ephone nunber : 010- 84886270
Facsinmi | e nunmber : 010- 84886260
Post al code : 100011
MP3
Article 4. The Company’'s |egal representative is the Chairman of the
board of directors of the Conpany.
MP4



Article 5.

Article 6.

Article 7.

Article 8.

Article 9.

The Conmpany is a joint stock limted conpany which has
per pet ual exi stence.

MP5

The Company’s Articles of Association shall take effect
fromthe date of establishnent of the Conpany.

MP5

From the date on which the Conpany’s Articles of Association
come into effect, the Conmpany’'s Articles of Association
constitute the | egally bindihg document regulating the
Conmpany’ s organi sation and activities, and the rlghts and

obl 1 gati ons between the Conpany and each sharehol der and anong
t he sharehol ders inter se

MP6

The Conpany’s Articles of Association are binding on the
Company and its sharehol ders, directors, supervisors, Penera
manager, seni or dePuty general managers, deputy genera
managers, financial controller and other senior officers of
t he nmpany; all of whom may, according to the Conpany’s
Articles of Association, assert rights in respect of the

af fairs of the Conpany.

MP7

A sharehol der may take action against the Conpany pursuant to
t he Canany’s Articles of Assoclation, and vice versa. A
sharehol der may al so take action agai nst anot her sharehol der,
the directors, supervisors, general manager, senior deputy
general managers, deputy general nmanagers, financia
controll er and other senior officers of the Conpany pursuant
to the Conpany’s Articles of Association

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

The Conpany may invest in other linited Iiability_cg_ ani es
ia

or joint stock limted conpanies. The Company’s ities to
an 1 nvested conpany shall be linmted to the anount of its
capital contribution to the invested conpany.

MP8

Upon approval of the compani es approving department authorised
by the State Council, the Conpany may, accordlnP toits
operating and managenent needs, operate as a hol di ng company
as prescribed in clause 2 of Article 12 of the Conpany Law.

CHAPTER 2: THE COVPANY' S OBJECTI VES AND
SCOPE OF BUSI NESS

The Conpany’s objectives are:
MP9

To conmply with the rules of the narket; To continue to explore
t he nodes of business operation which are suitable for the
Conpany; To fully utilise every resource of the Company; To

pl ace enphasis on the training of its enpl oyees and
technol ogi cal devel opnent; To provide the society with
products which are conpetitive; To use its best endeavours to
maximse its

2



Article 10.

Article 11.

Article 12.

profits.

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 Conpany’s scope of business includes: the exploration
production and sale of oil and natural gas; the production and
sal e of refined, petrochenical and chem cal products; the sale
of chemical fertilizers; warehousing and transportation of
petrol eum and petrochem cal products; the operation of
conveni ent 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
t he Provision of relevant engineering and technol ogi ca

deve oPnent and consultanc% services as well as the oil and
gas related I T services; the provision of services in
connection with the | ease of buildings and equi pnent as wel |
as the provision of water, electricity and heat supply; the
sal e of materials, equipnment and nachi nes necessary for
production and construction of oil and gas, petrochenicals and
pi pel i nes (exceﬁt those itens required to be specifically

aut hori zed by the State); the inPort and export of crude oi
and refined oil; the operation of, or to act as agent in, the
i mport and export of various conmodities and technol ogi es
(except the commodities or technol ogies which are required to
be operated by compani es designated by the State or are
prohibited to inport or export), the operation of processing
with inported materials and the ‘Three TyPes of Processing
pl us Conpensation Trade'; the operation of contra trade and
transit trade; the operation of the oil exploration

devel opnment and producti on busi ness under the overseas
co-operation contracts of which China National Petrol eum
Corporation has assigned its interests.

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

Subj ect to and conpliance with [aws and admi nistrative

regul ations of the People’s Republic of China ("PRC'), the
Canany has the power to raise and borrow noney, which power
includes (without linitation) the borrowi ng of noney, the

i ssue of debentures, the charging or nortgagi ng of part or
whol e of the Conmpany’s interests and to provide guarantees or
nortgages for the debts of third parties (including, w thout
limtation, the subsidiaries or associ ated conpanies of the
Conpany) in all types of circunstances.

CHAPTER 3: SHARES AND REG STERED CAPI TAL

There nmust, at all times, be ordinary shares in the )
Company. Subject to the apﬁroval of the conpani es approving
departnent authorised by the State Council, the Conpany may,
aﬁcordlng to its requirenents, create different classes of
shar es.

MP11

The shares issued by the Conpany shall each have a par
val ue of Renm nbi one yuan. "Renm nbi" neans the |ega
currency of the PRC

MP12



Article 13.

Article 14.

Article 15.

Subj ect to the approval of the securities authority of the

State Council, the Conmpany may issue shares to Donestic
I nvestors and Foreign | nvestors.
MP13

"Foreign Investors" nmean those investors who subscribe for the
Conpany’s shares and who are |l ocated in foreign countries and
in the regions of Hong Kong, Macau and Taiwan. "Donestic

I nvestors™ mean those investors who subscribe for the
Cﬁnpgg%’s shares and who are located within the territory of
the .

Shares which the Conpany issues to Donmestic |nvestors for
subscription in Renmnbi shall be referred to as )
"Domest i c- 1 nvested Shares". Shares which the Conpany issues to
Foreign Investors for subscription in foreign currencies shal
be referred to as "Foreign-lnvested Shares". Foreign-I|nvested
Shares which are |isted overseas are called "Overseas-Listed
Forei gn-I nvested Shares”. "Foreign currencies" nean the | ega
currencies of countries or districts outside the PRC which are
repognlsed by the foreign exchange authority of the State and
whi ch can be used to pay the share price to the Conpany.

MP14, App. 39

Domestic-1 nvested Shares issued by the Conpany shall be
referred to as "A Shares". Overseas-Listed Foreign-Invested
Shares issued by the Conpany and which are listed in Fbag.Kong
shal| be referred to as "H Shares". H Shares as shares i ch
have been admitted for listing on The Stock Exchange of Hong
Kong Limted (the "Stock Exchange"), the par value of whichis
denoni nated i n Renni nbi 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 formof Anerican
Depository Recei pts.

Subj ect to the approval of the conpani es approving

departnent authorised by the State Council, the Canaa%_nay

i ssue a total of 200,000 nmillion ordinary shares, o ich
160,000 million ordinary shares, representing 80% of the tota
nunmber of ordinary shares which may be issue b% t he Conpany,
were issued to the pronoter of the Conpany at the tine en
the Conpany was establ i shed.

MP15, App. 39



Article 16.

Article 17.

Article 18.

Article 19.

The Company shall issue 15,824,176, 000 conmon_shares after
its incorporation. The promoter shall sell 1,758, 242,000
shares of the Conpany held by it. After the issuance and sale
of the shares as described above, the share capital structure
of the Conpany conprises 175, 824,176, 000 conmon shares, of

whi ch 158, 241, 758, 000 conmmon shares, which represent
aﬁprOX|nater 90% of the Conpany’s share capital, are held by
t he pronoter of the Conpany, China National Petrol eum
Corporation; 17,582,418, 000 shares, which represent
aﬁprOX|nater 10% of the Conpany’s share capital are held by
the H shares sharehol ders.

MP16, App. 39

In Septenber 15, 2005, the Canany pl aced 3,516, 482,000 H
Shares to its existing sharehol ders (including 287,712,182
shares placed to the social security fund and 31, 968, 000

addi tional H Shares sold by the social security fund in
connection with the fully exercised rights of the nmanagemnent
to acquire shares). In such placenent, the Conpany issued
3,196, 801, 818 new shares and the pronoter sold 319, 680, 182
shares held by it. Follow ng the placenent as described above,
the share capital structure of the Conpany conprises

179, 020, 977, 818 conmmon shares, of which 157,922, 077,818 conmon
shares, which represent approximtely 88.21% of the Conpany’s
share capital, are held by China National Petroleum

Cor poration; 21,098,900, 000 shares, which represent

approxi mately 11.79% of the Conpany’s share capital, are held
by the H shares sharehol ders

The Conpany’s board of directors may take all necessary
action for the issuance of Overseas-Listed Foreign-Invested
Shares and Donestic-lnvested Shares after proposals for

i ssuance of the sane have been approved by the securities
authority of the State Council.

MP17

The Company may inplenment its proposal to issue )
Overseas-Listed Foreign-lnvested Shares and Donestic-I|nvested
Shar es Pursuant to the precedlnP Bara raph within fifteen (15)
months fromthe date of approval by the securities authority
of the State Council.

Where the total number of shares stated in the proposa

for the issuance of shares include Overseas-Listed

For ei gn-I nvested Shares and Donestic-1nvested 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 circunstances, the shares nay, subject to
t he approval of the securities authority of the State Council,
be issued in separate branches.

MP18

The registered capital of the Conpany shall be
RVB179, 020, 977, 818; if the issued shares are redeened or new
shares are issued, the registered capital of the Conpany shal
be adjusted accordingly, and put on file with the conpanies
approving department authorised by the State Council and the
securities regulatory authority of the State Council.

MP19



Article 20.

Article 21

The CbnpanK may, based on its oPerating and devel oprent
needs, authorise the increase of its capital pursuant to the
Conpany’s Articles of Association

MP20
The Conpany may increase its capital in the foll ow ng ways

(1) by offering new shares for subscription by unspecified
i nvestors;

(2) by issuing new shares to its existing sharehol ders;
(3) by allotting bonus shares to its existing sharehol ders;

(4) by any other means which is permtted by |aw and
adm ni strative regul ati on

After the Company’s increase of share capital by nmeans of the
i ssuance of new shares has been approved in accordance with
the provisions of the Conpany’s Articles of Association, the
i ssuance thereof should be made in accordance with the
procedures set out in the relevant |aws and administrative
regul ati ons.

Unl ess otherwi se stipulated in the relevant |aws or
adm ni strative rePuIatlons, shares , in the Canany shal |l be
freely transferable and are not subject to any lien.

MP21 App. 31(2)

Donesti c- 1 nvested Shares and Overseas-Li sted Foreign-Invested
Shares shall be purchased, sold, donated, inherited and
nortgaged in accordance with the Chinese | aws and the
Company’'s Articles of Association. The transfer and

transm ssion of the shares shall be registered in accordance
with the rel evant regul ations.

The Company has the power to sell the shares of a sharehol der
who is untraceable, If

(a) during a period of 12 years at |east three years dividends
in respect of the shares in question have becone payabl e and
no di vidend during that period has been clai ned; and

(b) on expiry of the 12 years the issuer gives notice of its
intention to sell the shares bK way of an advertisenent
approved b% the securities aut_or|t¥ of the State Council, and
notifies the securities authority of the State Council and

ot her relevant overseas securities regulatory comittee of
such intention.

CHAPTER 4: REDUCTI ON OF CAPI TAL AND
REPURCHASE OF SHARES

6



Article 22.

Article 23.

Article 24.

Article 25.

Article

26.

According to the provisions of the Conpany’s Articles of
Associ ation, the Conpany nmay reduce its registered capital

MP22

The Conpany nust prepare a bal ance sheet and an inventory
of assets when it reduces its registered capital

MP23, App. 37(1)

The Conpany shall notify its creditors within ten (10) days of
the date of the Conpany’s resolution for reduction of capita
and shal | publish an announcenent in a newspaper at | east
three (3) tines within thirty (30) days of the date of such
resolution. A creditor has the right within thirty (30) days
of receipt of the notice fromthe Conpany or, in the case of a
creditor who does not receive such notice, wthin ninety (90)
days of the date of the first public announcenent, to require
the Conpany to reﬁay its debts or to provide a corresponding
guarantee for such debt.

The Conmpany’s registered capital may not, after the reduction
in capital, be less than the m ni num anount prescribed by |aw.

The Conpany may, in accordance with the procedures set out

in the Conpany’s Articles of Association and with the approva
of the relevant governing authority of the State, repurchase
its issued shares under the foll owi ng circunstances:

MP24

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

E%) mergi ng with another conpany that holds shares in the
nmpany;

(3) other circunstances pernitted by | aws and adm nistrative
regul ati ons.

The Conpany may repurchase shares in one of the follow ng
v\ﬁys,S with the approval of the relevant governing authority of
the State:

MP25

(1? by meking 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 of f-narket agreenent.

The ConPany nust obtain the prior approval of the )
sharehol ders in a general neeting (1n the manner stipulated in
the Company’'s Articles of Association) before it can
repurchase shares outside of the stock exchange by neans of an
of f - mar ket agreement. The Conpany may, by obtaining the prior
approval of the shareholders in a general neeting (in the same
nannerL, rel ease, vary or waive its rights under an agreenent
whi ch has been so entered into.

MP26



Article 27.

Article 28.

An agreenent for the repurchase shares referred to in the
precedi ng Para raph includes (without limtation) an agreenent
to becone liable to repurchase shares or an agreenent to have
the right to repurchase shares

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

Shares whi ch have been | egally repurchased b% t he Company
shal | be cancelled within the period prescribed by |aw and
admi ni strative regulation, and the Conpany shall apply to the
origi nal conpanies registration authority for registration of
the change in its registered capital and rmake a public
announcenent .

MP27

The aggre?ate par val ue of the cancelled shares shall be
deducted fromthe Conpany’s registered share capital

Unl ess the Conpany is in the course of liquidation, it
nmust conply with the following provisions in relation to
repurchase of its issued shares:

MP28

(1) where the Conpany reEurchases shares at Bar val ue, paynent
shal | be made out of book surplus distributable profits of the
Conpany or out of proceeds of a new issue of shares nade for

t hat purpose;

(2) where the Conpany repurchases shares of the Conpany at a
premumto its par val ue, payment pB 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. Paynent of the portion in excess of the par
val ue shall be effected as foll ows:

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

(ii) if the shares being repurchased were
issued at a premiumto its par value, paynent shall be nade
out of the book surplus distributable profits of the Conpany
or out of the proceeds of a new issue of shares nade for that
pur pose, provided that the anpunt paid out of the proceeds of
the new i ssue shall not exceed the aggregate anount of
prem uns received bY the Company on the Issue of the shares
repurchased nor shall it exceed the book val ue of the
Conpany’ s capital conmmon reserve fund account (including the
prem uns on the new issue) at the tine of the repurchase;

Eg) the Conmpany shall neke the follow ng payments out of the
nmpany’s distributable profits:

(i) paynent for the acquisition of the right
to repurchase its own shares

8



Article 29.

Article 30.

(ii) paynment for variation of any contract
for the repurchase of its shares

~ (iii) paynment for the release of its
obllgatlon(s? under any contract for the repurchase of shares;

(4) after the Cbnpanr’s regi stered capital has been reduced by
t he agﬂregate par value of the cancelled shares in accordance
wi th the rel evant provisions, the anount deducted fromthe
distributable profits of the Conpany for payment of the par
val ue of shares which have been repurchased shall be
transferred to the Conpany’s capital comon reserve fund
account .

CHAPTER 5: FI NANCI AL ASSI STANCE FOR
ACQUI SI TI ON OF SHARES

The Company and its subsidiaries shall not, at any tine,
provi de any form of financial assistance to a person who is
ach|r|nP or is proposing to acquire shares in the Conpany.
Thi's includes any person who directly or indirectly incurs any
obligations as a result of the acquisition of shares in the
Conpany (the "Qbligor").

MP29

The Company and its subsidiaries shall not, at ag% time,
provi de any formof financial assistance to the Cbligor for
the purposes of reducing or discharging the obligations
assuned by such person.

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

For the purposes of this Chapter, "financial assistance"
includes (wthout limtation) the foll ow ng:

MP30

(1) gift;

(2) guarantee (including the assunption of liability by the
guarantor or the provision of assets b% the guarantor to
secure the performance of obligations by the CObligor),
conmpensation (other than conFensatlon in respect of the
Conpany’s own default) or rel ease or waiver of any rights;

(3?_proyision of loan or any other agreenent under which the
obligations of the Conpany are to be fulfilled before the
obligations of another party, or the change in parties to, or
the assignment of rights under, such |oan or agreenent;

Eg) any other form of financial assistance given by the
npany when

9



Article 31

Article 32.

t he Cbnpanr is insolvent or has no net assets or when its net
assets woul d thereby be reduced to a material extent.

For the purposes of this Chapter, "assunption of obligations"
i ncl udes the assunption of obligations a% way of contract or
by way of arrangenent (irrespective of et her such contract
or arrangenment Is enforceable or not and irrespective of

whet her such obligation is to be borne solely by the Cbliﬂor
or jointly with other persons) or by any other nmeans whic
results in a change in his financial position

The followi ng actions shall not be deemed to be activities
prohibited by Article 29 of this Chapter:
MP31

(1) the provision of financial assistance by the Conmpany where
the financial assistance is glven in good faith in the
interests of the Conpany, and the principal purpose of which
is not for the acquisition of shares in the Cbnpany, or the
gIVInP of the financial assistance is an incidental part of
some [arger purpose of the Conpany;

(2) the lawmful distribution of the Conpany’ s assets by way of
di vi dend;

(3) the allotment of bonus shares as dividends;

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

(5) the lending of noney by the Conpany within its scope of
busi ness and in the ordinary course of its business, ere the
| endi ng of noney is part of the scope of business of the
Conpany (provided that the net assets of the Company are not
thereby reduced or that, to the extent that the assets are
thereb% reduced, the financial assistance is provided out of
distributable profits);

(6) contributions made by the Conpany to the enpl oyee share
owner shi p schenes (provided that the net assets of the Conpany
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 CERTI FI CATES AND
REG STER OF SHAREHOLDERS

?hare certificates of the Conpany shall be in registered
orm

MP32

The share certificate of the Conpany shall, aside frommatters
required bK t he Conpany Law and the Special Regul ations, also
contain other matters

10



Article 33.

Article 34.

Article 35.

required to be stated therein bY.the stock exchange(s) on
whi ch the Conpany’s shares are listed.

Share certificates of the Conpany shall be signed by the
Chai rman of the Cpnﬁanx’s board of directors. Were the stock
exchange(s) on which the Conpany’s shares are listed require
other senior officer(s) of the Conpany 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 inprinted 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 Conpany nay be
printed in mechanical form

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

The Company shal | keeP a register of sharehol ders which
shall contain the follow ng particul ars:

MP34

(1) the nane (titIeL and address (residence), the occupation
or nature of each sharehol der;

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

(3) the anmount paid-ug on or agreed to be paid-up on the
shares hel d by each sharehol der

(4) the share certificate nunber(s) of the shares held by each
shar ehol der;

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

(6) the date on which any sharehol der ceased to be a
shar ehol der.

Unl ess there is evidence to the contrary, the register of
sharehol ders shall be sufficient evidence of the sharehol ders
shar ehol dings in the Company.

The Company may, in accordance w th the nutua

under st andi ng and agreenents nade between the securities
authority of the State Council and overseas securities

regul atory organi sations, nmaintain the register of

shar ehol ders of Overseas-Listed Foreign-lnvested Shares
overseas and appoi nt overseas agent(s) to nmanage such register
of sharehol ders. The original register of sharehol ders for

hol ders of H Shares shall be nmintained 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 hol ders of

Over seas- Li sted Foreign-lnvested Shares shall be maintained at
the Company’s residence. The appoi nted overseas agent(s) shal
ensure con5|stencK between the original and the duplicate

regi ster of shareholders at all tines.

11



Article 36

Article 37

If there is any inconsistency between the original and the
duplicate register of shareholders for the holders of

Over seas- Li sted Foreign-lnvested Shares, the original register
of sharehol ders shall prevail

The Company shall nmeake avail able at its Hong Kong
representative office for inspection by the public and
sharehol ders free of charge, and for copying by sharehol ders
at reasonabl e charges, the follow ng: -

(1) a conmplete duplicate of the register of menbers

(2) a report showing the state of the issued share capital of
t he Conpany;

3) the latest audited Financial Statenents and the
rectors’, Auditors’ and Supervisors' Reports;

(4) special resolutions of the Conpany;

(5) reports showi ng the nunber and nomi nal val ue of securities
repurchased by the Conpany since the end of the last financia
year, the aggregate anount paid for such securities and the
maxi mum and the mininmumprices paid in respect of each class
of securities repurchased (with a breakdown between domestic
shares and forei gn shares);

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

(7) for shareholders only, copies of the mnutes of neetings
of sharehol ders’ neetings.

The Conpany shall have a conpl ete register of sharehol ders
whi ch shall conprise the follow ng parts

MP36

E%) the register of shareholders which is maintained at the
npany’s resi dence (other than those share registers which
are described in sub-paragraphs (2) and (3) of this Article);

85) the register of shareholders in respect of the holders of
Overseas-Listed Foreign-Invested Shares of the Conpany which
is maintained in the sane place as the overseas stock exchange
on which the shares are |listed; and

(3L the register of sharehol ders which are maintained in such
other place as the board of directors may consider necessary
for the purposes of the listing of the Conpany’s shares.

Different parts of the register of sharehol ders shall not
overlap. No transfer

12



Article 38.

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

Arendnents or rectification of the register of sharehol ders
shal | be made in accordance with the llaws of the place where
the register of sharehol ders is maintained.

Al'l Overseas-Listed Foreign-lnvested Shares shall be
transferred by instrument in witing in any usual or common
formor any other formwhich the directors may approve. The
i nstrunment of transfer of any share nay be executed by hand
wi thout seal. If the shareholder is the recognised clearing
house or its nomi nee defined b{ the Securities and Futures
Ordi nance (Chapter 571 of the Laws of Hong Kong), the share
transfer formmay be executed by hand or In
mechani cal l y-printed form

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

Al'l Overseas-Listed Foreign-Invested Shares listed in Hong
Kong whi ch have been fully paid-up nmay be freely transferred
in accordance with the CDnPany’s Articles of Association
However, unless such transfer conplies with the follow ng
requirenents, 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
anmount as the board of directors may fromtime to time require
but | esser than the amount agreed fromtime to tinme by the

Rul es Governing the Listing of Securities on the Stoc )
Exchange of an? Kong Limited ("LISTING RULES") has been paid
to the Conpany for registration of the instrunent of transfer

and ot her docunents relating to or which will affect the right
of ownership of the shares
App. 31(1)

&2) the instrunent of transfer pnlxbrelates to Foreign-Listed
oreign-lnvested Shares listed in ng Kong;

(3) the stanp duty which is chargeable on the instrunment of
transfer has al ready been paid;

(4) the relevant share certificate(s) and any other evidence
whi ch the board of directors naK reasonably require to show
that the transferor has the right to transfer the shares have
been provi ded;

(5) if it is intended that the shares be transferred to joint
owners, the naxi mum nunber of joint owners shall not be nore
than four (4);

App. 31(3)

(6) the Conpany does not have any lien on the rel evant shares.

App. 31(2)

If the Conpany refuses to register an¥ transfer of shares, the
Company shall within two (2) nmonths of formal application for
the transfer provide the
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Article

Article

Article

Article

39.

40.

41.

42.

transferor and transferee with a notice of refusal to register
such transfer.

The directors, supervisors, general manager, senior deputy
general managers, deputy general managers, financia

controller and other senior officers of the Conpany shal

report the number of shares which theK hold in the Conpany and
may not transfer such shares during their termof office

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 sharehol ders’ general meeting or within five
(?)ddaya bgfore the record date for the Conpany’s distribution
of di vi dends.

MP38

When the Conpany needs to determne the rights attaching

to shares in the Cpnpan¥ for the purposes of convening a
sharehol ders’ neeting, for dividend distribution, for
l'iquidation or for any other purpose, the board of directors
shal | decide on a date for the deternination of rights
attaching to shares in the Conpany. The sharehol ders of the
Company shall be such persons who appear in the register of
sharehol ders at the close of such determ nation date.

MP39

Any person ag?rieved and claimng to be entitled to have
his nane (title) entered in or renoved fromthe register of
shar ehol ders may apPIy to a court of conpetent jurisdiction
for rectification of the register

MP40

Any person who is a registered sharehol der or who cl ai ns

to be entitled to have his nane (title) entered in the
register of shareholders in respect of shares in the Conpany
nar, if his share certificate (the "original certificate")
relating to the shares is lost, apply to the Conpany for a
repl acenent share certificate in respect of such shares (the
"Rel evant Shares").

MP41, App.37(1)

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

Application by a holder of Overseas-Listed Foreign Shares, who
has | ost his share certificate, for a replacenent share
certificate may be dealt with in accordance with the | aw of
the place where the original register of sharehol ders of

hol ders of Overseas-Listed Foreign-Invested Shares is

mai nt ai ned, the rules of the stock exchange or other rel evant
regul ati ons.

The issue of a replacement share certificate to a holder of H
Shares, who has lost his share certificate, shall conply with
the follow ng requirenments

(1) The applicant shall subnmit an application to the Conpany
in a prescribed formacconpanied by a notarial certificate or
a statutory declaration (i) stating the grounds upon which the
application is nmade and
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Article 43.

the circunmstances and evidence of the loss; and (ii) declaring
that no other person is entitled to have his name entered in
%He regi ster of shareholders in respect of the Rel evant

ares.

(2) The Company has not received anY decl arati on nade by an
Berson other than the applicant dec arlng that his nanme sha
e entered into the register of shareholders in respect of
such shares before it decides to issue a replacenent share

certificate to the applicant.

(3) The Company shall, if it intends to issue a replacenent
share certificate, publish a notice of its intention to do so
at | east 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 rgﬂ.acenent 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 fromsuch stock exchange that the notice has been
exhibited in the premises of the stock exchange. Such notice
shal | be exhibited in the prenises of the stock exchange for a
period of ninety (90) days.

In the case of an application which is made wi thout the
consent of the registered holder of the Relevant Shares, the
Company shall deliver by mail to such registered sharehol der a
copy of the notice to be published.

(5) If, by the expiration of the 90-day period referred to in
ﬁaragraphs (3) and (4? of this Article, the Conpany has not
have received any chall enge fromany person in respect of the
i ssuance of the replacenent share certificate, it may issue a
repl acenent share certificate to the applicant pursuant to his
appl i cation.

(6) Where the Conpany issues a replacenent share certificate
pursuant to this Article, it shall forthwith cancel the
original share certificate and docunent the cancellation of
the original share certificate and issuance of a repl acenent
share certificate in the regi ster of sharehol ders accordingly.

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

VWhere the Cbnﬁany i ssues a replacenent share certificate
ursuant to the Conpany’'s Articles of Association and a bona
i de purchaser acquires or becones the regi stered owner of

such shares, his nane (title) shall not be renoved fromthe

regi ster of sharehol ders.

MP42
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Article 44.

Article 45.

Article 46.

The Company shall not be l|iable for any damages sustained
b% any person by reason of the cancellation of the origina
share certificate or the issuance of the replacenent share
certificate unless the clainmant is able to prove that the
Conpany has acted in a deceitful nanner.

MP43

CHAPTER 7: SHAREHOLDERS' RI GHTS AND
OBLI GATI ONS

A sharehol der of the Conpany is a person who |awfully

hol ds shares in the Conpany and whose nane (title) is entered
in the register of shareholders. A sharehol der shall enjoy
rights and assune obllgatlpns accordlng to the class and
amount of shares held by him sharehol ders who hol d shares of
the same class shall enjoy the same rights and assune the sane
obl i gati ons.

MP44, App. 39

In the case of the joint shareholders, if one of the joint
shar ehol ders is deceased, onIY the other existing sharehol ders
of the joint sharehol ders shall be deened as the persons who
have the ownership of the relevant shares. But the board of
directors has the power to require themto provide a o
certificate of death as necessary for the purpose of nodifying
the regi ster of sharehol ders, or an% of the joint sharehol ders
of the shares, only the joint shareholders ranking first in
the regi ster of shareholders have the right to accept
certifrcates of the relevant shares, receive notices of the
Company, attend and vote at sharehol ders’ general meetings of
the Company. Any notice which is delivered to the sharehol der
shal | be considered as all the joint sharehol ders of the

rel evant shares who have been delivered

The ordi nary sharehol ders of the Conpany shall enjoy the
followi ng rights:

MP45

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

(2) the right to attend or appoint a proxy to attend
sharehol ders’ general neetings and to vote thereat;

(3) the right of supervisory management over the Conpany’s
busi ness operations and the right to present proposals or to
rai se queries

(4) the right to transfer shares in accordance with | aws,
admi ni strative regul ations and provisions of the Conpany’s
Articles of Assoclation;

(5) the right to obtain relevant infornation in accordance
mntr Ehe provi sions of the Conpany’s Articles of Association
i ncl udi ng:

g})_the ri?ht to obtain a copy of the Conpany’s
ticles of Association, subject to paynent of costs;
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(ii) the right to insPect and copy, subject to
paynent of a reasonable fee

(a) all parts of the register of sharehol ders;

(b) personal particulars of each of the
Company’s directors, supervisors, genera
manager, senior deputy general nanagers,

deputy general managers, financial controller and

ot her senior officers, Including:

(aa) present and fornmer nane and ali as;

(bb) principal address (place of
resi dence);

(cc) nationality;

(dd) primary and all other part-tinme
occupations and duti es;

(ee) identification docunents and
t he nunbers thereof;

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

(d) reports show ng the agPregate par val ue,
quantity, highest and [owest price paid in
respect of each class of shares repurchased
by the Company since the end of the Iast
acpount|nﬂ year and the aﬂgregate anount
pai d by the Conpany for this purpose;

(e) m nut es of sharehol ders’ genera

meet i ngs;
Eg) in the event of the ternmination or |iquidation of the
nmpany, the right to participate in the distribution of

surplus assets of the Conpany in accordance with the nunber of
shares hel d;

(7) other rights conferred by | aws, administrative regul ations
and the Conpany’'s Articles of Association

Article 47. The ordinarg shar ehol ders of the Conpany shall assune the
foll owi ng obligations:

MP46
(1) to conply with the Conpany’s Articles of Association

(2) to paﬁ subscription nonies according to the nunber of
shares subscri bed and the nethod of subscription

17



Article 48.

Article 49.

(3) other obligations i mposed by |aws, administrative
regul ati ons and the Conpany’s Articles of Association

In addition to the obligations inposed by |aws and

admi ni strative regulations or required by the listing rules of
the stock exchange on which the Conpany’s shares are |listed, a
controlling sharehol der (as such termis defined in the

fol | owi ng t|cle? shal | not exercise his voting rights in
respect of the following matters in a manner prejudicial to
the interests of all or part of the sharehol ders of the
Company:

MP47

1) to relieve a director or supervisor of his duty to act
nestly in the best interests of the Conpany;

(
ho
2) to approve the expropriation by a director or supervisor
for his own benefit or for the benefit of another person) of
the Conmpany’s assets in any max, i ncl udi ng (W t hout
Ilnltat|0n¥ 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
he individual rights of other shareholders, including
without limtation) rights to distributions and voting rights
save pursuant to a restructuring which has been submitted for
approval by the shareholders in a general neeting in
accordance with the Conpany’s Articles of Association).

E
s

For the purpose of the foregoing Article, a "controlling
shar ehol der” neans a person who satisfies any one of the
foll owi ng conditions:

MP48

(1) a person who, acting alone or in concert with others, has
the power to elect nore 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
nore of the voting rights in the Conpany;

(3? a person who, actinﬂ alone or in concert with others,
hol ds 30 % or nore of the issued and outstandi ng shares of the
Conmpany;

(4) a person who, acting alone or in concert with others, has
de facto control of the Conpany in any other way.

18



Article 50.

Article 51

CHAPTER 8: SHAREHOLDERS' GENERAL
MEETI NGS

The sharehol ders’ general neetinP is the organ of )
authority of the Company and shall exercise its functions and
powers in accordance with | aw

MP49

The sharehol ders’ general neeting shall have the follow ng
functions and powers:

MP50

(1) to decide on the Conpany’s operational policies and
i nvest nent pl ans;

(2? to elect and replace directors and to decide on matters
relating to the renuneration of directors;

(3) to elect and repl ace supervisors who represent the
sharehol ders and to decide on matters relating to the
remuneration of supervisors;

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

(5) to exani ne and approve the supervisory comittee’s
reports;

(6) to exam ne and aPprpve the Company’s proposed annua
prelimnary and final financial budgets;

(7) to exani ne and approve the Conpany’s profit distribution
pl ans and | oss recovery pl ans;

(8) to decide on the increase or reduction of the Conpany’s
regi stered capital

(9) to decide on matters such as merger, division, dissolution
and |iquidation of the Conpany;

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

(11) to decide on the appointnment, dismissal and
non-r eappoi ntment of the accountants of the Conpany;

(12) to amend the Conpany’s Articles of Association

gl%) to consider notions raised b¥ shar ehol ders who represent
% or nore of the total nunber of voting shares of the
Company;

(14) to decide on other matters which, according to |aw,
adm ni strative regulation or the Conpany’s Articles of
Associ ati on, need to be approved by sharehol ders in genera
nmeet i ngs;
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Article 52.

Article 53.

Article 54.

(15% matters whi ch the sharehol ders in a general neetinﬂ may
aut hori se the board of directors to carry out on its behal f or
whi ch they may sub-del egate to the board of directors.

The Canany shall not, without the prior approval of

sharehol ders in a general neeting, enter into any contract
with any person (other than a director, supervisor, genera
manager, senior deputy general manager, deputy ?enera
manager, financial controller or other senior officer)
pursuant to which such person shall be responsible for the
managenent and admi ni stration of the whole or any substantia
part of the Conpany’s busi ness.

MP51

Shar ehol ders’ general neetings are divided i nto annua

eneral meetings and extraordinary general neetlngs.

har ehol ders’ general neetings shall be convened by the board
of directors. nual general meetings are held once every year
and within six (6) months fromthe end of the preceding
financial year.

MP52

The board of directors shall convene an extraordinary genera
neetlnP within two (2) nonths of the occurrence of any one of
the foll owing events:

(1) where the nunber of directors is |ess than the nunber
stipulated in the Conpany Law or two-thirds of the nunber
specified in the Conpany’s Articles of Association

(2) where the unrecovered | osses of the Conpany anount to
one-third of the total anmount of its share capital

(3) where sharehol der(s) holding 10 % or nore of the Cbnpan¥’s
i ssued and outstanding voting shares request(s) in witing for
the conveni ng of an extraordinary general neeting;

(4) whenever the board of directors deens necessary or the
supervisory comittee so requests.

When the Conpany convenes a sharehol ders’ general meeting,
witten notice of the meeting shall be given forty-five ?45)
days before the date of the neeting to notify all of the

shar ehol ders whose nanes appear in the share register of the
matters to be considered and the date and place of the
nmeeting. A shareholder who intends to attend the neeting shal
deliver to the Conpany his witten reply concerning his
attendance at such neeting twenty (20? days before the date of
the meeti ng.

MP53
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Article 55.

Article 56.

Article 57

When the Conpany convenes a sharehol ders’ annual general )
neeting, sharehol der(s) holding 5% or nore of the total voting
shares of the Company shall have the rlght to propose new
notions in witing, and the Conpany shall place such proposed
noti ons on the agenda for such annual general meeting if they
are matters falling within the functions and powers of

sharehol ders in general neetings.

MP54

The Company shall, based on the witten replies which it
receives fromthe sharehol ders twenty (20) days before the
date of the sharehol ders’ general neetln%, cal cul ate the
nunmber of voting shares represented by the sharehol ders who
intend to attend the neetlng. If the nunber of voting shares
represented by the sharehol ders who intend to attend the
nmeeting amount to nore than one-half of the Cbnpan¥’s tota
voting shares, the Conpany may hold the neeting; if not, then
t he Canany shall, within five (5) days, notify the

sharehol ders by way of public announcenent the nmatters to be
consi dered at, and the ﬁlace and date for, the neeting. The
Conpany nmay then hold the neeting after publication of such
announcenent .

MP55

A sharehol ders’ extraordi nary general neetinﬂ shal | not decide
on any nmatter not stated in the notice for the neeting.

A notice of a neetinP of the sharehol ders of the Conpany
shall satisfy the following criterion

MP56

(1) be in witing;

(2) specify the place, date and time of the neeting;
(3) state the matters to be discussed at the neeting;

§4) provi de such information and expl anati on as are necessary
or the sharehol ders to nake an informed decision on the
proposal s put before them Wthout limting the generality of
the foregol ng, where a proposal is nmade to anmal gamate the
Company with another, to repurchase the shares of the Conpany,
to reorganise its share capital, or to restructure the Conpahy
in any other way, the terns of the proposed transaction nust
be provided in detail together with copies of the ﬁroposed
agreenent, if any, and the cause and effect of such proposa
must be properly expl ai ned;

(5) contain a disclosure of the nature and extent, if any, of
the material interests of any director, supervisor, genera
manager, senior deputy general nanager, deputy general
manager, financial controller or other senior officer in the
proposed transaction and the effect which the proposed
transaction will have on themin their capacity as

sharehol ders in so far as it is different fromthe effect on
the interests of sharehol ders of the same cl ass;

(6) contain the full text of any special resolution to be
proposed at the
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Article 58.

Article 59.

Article 60.

nmeeti ng;

(7) contain a conspicuous statenent that a sharehol der
entitled to attend and vote at such neeting is entitled to
appoi nt one (1) or nore proxies to attend and vote at such
nmeeting on his behalf and that a proxy need not be a

shar ehol der;

(8? specify the tinme and place for |odging proxy forms for the
rel evant neeting.

Noti ce of sharehol ders’ general neetings shall be served

on each sharehol der (whether or not such sharehol der is
entitled to vote at the meeting), b% personal delivery or
prepaid airmail to the address of the sharehol der as shown in
the register of sharehol ders. For the hol ders of
Donmestic-1nvested Shares, notice of the neetings may al so be
i ssued by way of public announcenent.

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

The public announcenent referred to in the precedi ng paragraph
shal | be published in one (1) or nore national newspapers
designated by the securities authority of the State Counci
within the interval of forty-five (45) days to fifty (50) days
before the date of the neeting; after the publication of suc
announcenent, the hol ders of mesti c-Invested Shares shall be
deened to have received the notice of the rel evant

shar ehol ders’ gener al neetin%. Such public announcenent shal
Egzpubllshed in Chinese and English In accordance with Article

The accidental omi ssion to give notice of a neeting to, or
the failure to receive the notice of a neeting by, any person
entitled to receive such notice shall not invalidate the
meeting and the resol utions adopted thereat.

MP58

Any sharehol der who is entitled to attend and vote at a
general nmeeting of the CbaﬂanK shal|l be entitled to appoint
one (1) or nore persons (wnether such person is a sharehol der
or not) as his proxies to attend and vote on his behalf, and a
proxy so appointed shall be entitled to exercise the follow ng
rights pursuant to the authorisation fromthat sharehol der:

MP59
(1) the shareholders’ right to speak at the neeting;
(2) the right to demand or join in demandi ng a poll

(3) the right to vote by hand or on a poll, but a proxy of a
shar ehol der who has appoi nted nore 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 apP0|nt one or
nore persons as his proxies to attend on his behalf at a
general neeting or at any class neeting, but, if one or nore
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Article 61.

Article 62.

Article 63.

Article 64.

persons have such authority, the letter of authorization shal
contain the nunber and class of the shares in connection wth
such aut hori zation. Such person can exercise the right on
behal f of the recognized cIearing house (or its attorney) as
if he is the individual sharehol der of the Company.

The instrunment appointing a proxy shall be in witing

under the hand of the appointor or his attorney duly
authorised in witing, or if the appointor is a legal entity,
ei ther under seal or under the hand of a director or a duly
aut horised attorney. The letter of authorization shall contain
the nunber of the shares to be represented by the attorney. If
several persons are authorized as the attorney of the

sharehol der, the letter of authorization shall specify the
nunber of the shares to be represented by each attorney.

MP60

The instrunent appointing a voting proxy and, if such
instrunent is signed by a person under a power of attorney or
other authority on behalf of the appointor, a notarially
certified copy of that ﬁomer of attorney or other authority
shal | be deposited at the residence of the CbnpanK or at such
other place as is specified for that purpose in the notice
Convenln% t he neetln%, not less than twenty-four (24) hours
before the time for holding the neetln? at which the proxy
prop?se.to vote or the tine appointed for the passing of the
resol ution.

MP61

If the appointor is a legal person, its |egal representative
or such person as is authorised by resolution of its board of
directors or other governing body nay attend any neeting of
shar ehol ders of the Conpany as a representative of the
appoi nt or.

Any formissued to a shareholder by the directors for use

by such sharehol der for the appointnment of a proxy to attend
and vote at neetings of the Conpany shall be such as to enable
the shareholder to freely instruct the proxy to vote in favour
of or against the notions, such instructions being given in
respect of each individual matter to be voted on at the
meeting. Such a formshall contain a statement that, in the
absence of specific instructions fromthe sharehol der, the
proxy may vote as he thinks fit.

MP62

The ConPany has the right to request a proxy who attends a
sgareho ders’ neeting to provide evidence of his or its
identity.

If a shareholder which is a |legal person aBpoints its |l ega
representative to attend a neeting on its behal f, the Conpany
has the rlght_to request such | egal representative to produce
evidence of his or its |dent|tK and a notarially certified
copy of the resolutions of such sharehol der’s board of
directors in respect of the appointment of the proxy or the
ﬁomer of attorney executed by such other organisation which
as the capacity to appoint the proxy.

A vote.given in accordance with the ternms of a proxy shal
be valid notw thstanding the death or | oss of capacity of the
appoi ntor or revocation
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Article 65.

Article 66

Article 67

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 Conpany did not receive
any written notice in respect of such matters before the
comrencenent of the rel evant neeting.

MP63

Resol uti ons of sharehol ders’ general neetings shall be
divided into ordinary resolutions and special resolutions.

MP64

An ordinary resolution nmust be passed by votes representing
nore than one-half of the voting rights represented by the
sharehol ders (including proxies) present at the neeting.

A special resolution nmust be passed by votes representing nore
than two-thirds of the voting rights represented by the
sharehol ders (including proxies) present at the neeting.

A sharehol der (including a proxy), when voting at a )

shar ehol ders’ general neeting, may exercise such voting rights
as are attached to the nunmber of voting shares which he
represents. Each share shall have one ?1) vot e

MP65

\Wher e an¥ sharehol der, under the Listing Rules, is required to
abstain fromvoting on any particular resolution or restricted
to voting only for or only aPainst any particul ar resol ution,
any votes cast by or on behalf of such shareholder in
Contraéention of such requirenment or restriction shall not be
count ed.

At any sharehol ders’ general neeting, a resolution shal

be decided on a show of hands unl ess voting by way of a pol
is required under the Listing Rules or the listing rul es of
any other stock exchanges on which the shares of the Company
are listed or demanded by the foll owi ng persons before or
after any vote by a show of hands:

MP66
(1) by the chairman of the neeting;

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

(3) by one (1) or nore sharehol ders present in person or by
proxy and representing 10 % or nore of all shares carrying the
right to vote at the nmeeting, before or after a vote is
carried out by a show of hands.
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Article 68.

Article 69.

Article 70.

Article 71

Article 72.

Unl ess voting by way of a poll is required under the Listing
Rules or the listing rules of any other stock exchanges on

whi ch the shares of the Conpany are listed or so demanded, the
chairman nay 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
resol uti on has been passed. There is no need to provide

evi dence of the nunber or proportion of votes in favour of or
agai nst such resol ution.

The demand for a poll may be wi thdrawn by the person who
demands the sane.

A pol |l demanded on the election of the chairman of the
nmeeting, or on a question of adjournment of the neeting, shal
be taken forthwith. A poll demanded on any ot her question
shal | be taken at such tinme as the chairman of the neetin
directs, and any business other than that upon which a poll
has been demanded may be ﬁroceeded wi th, pending the taking of
the poll. The result of the poll shall be deened to be a
resolution of the neeting at which the poll was demanded

MP67
On a poll taken at a neeting, a shareholder (including a

proxy) entitled to two (2) or nore votes need not cast all his
votes in the same way.

MP68

In the case of an equality of votes, whether on a show of
hands or on a poll, the chairman of the neeting at which the
show of hands takes place or at which the poll is demanded
shal | be have a casting vote.

MP69

The following matters shall be resolved by an ordinary
resolution at a sharehol ders’ general neeting:

MP70

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

§2) profit distribution plans and | oss recovery pl ans
ormul ated by the board of directors;

(3) renoval of nenmbers of the board of directors and nmenbers
of the supervisory committee, their renuneration and manner of
paynment ;

App. 34(3)

(4) annual Prelininary and final budgets, bal ance sheets and
profit and | oss accounts and other financial statenents of the
Company;

(5) matters other than those which are required by the | aws
and admi nistrative regul ations or by the npany’s Articles of
Associ ation to be adopted by special resolution

The following matters shall be resolved by a specia
resol ution at a sharehol ders’ general neeting:

MP71
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Article 73.

Article 74.

(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 Conpany;

Eg) the division, nerger, dissolution and Iiquidation of the
npany;

(4) amendnment of the Conpany’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 inpact
on the Conpany and shoul d be adopted by a special resolution

Shar ehol ders who request for the convening of an
extraordlnarr general neeting or a class meeting shall conply
with the follow ng procedures

MP72

(1) Two (2) or nore sharehol ders holding in aggregate 10 % or
nmore of the shares carrying the ri%ht to vote at the neeting
sought to be held shall sign one g ) or nore counterpart

requi sitions stating the object of the nmeeting and requiring
the board of directors to convene a sharehol ders

extraordi nary general neeting or a class neeting thereof. The
board of directors shall as soon as possible proceed to
convene the extraordi nary general neeting of shareholders or a
class neeting thereof after receipt of such requisition(s).
The amobunt of sharehol dings 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 nmeeting within thirty (30) days fromthe date of receipt of
the requisition(s), the requisitionists may thensel ves convene
such a nmeeting (in a manner as sinmilar as possible to the
manner in which sharehol ders’ neetings are convened by the
board of directors) w thin four (4% nonths fromthe date of
recei pt of the requisition(s) by the board of directors.

Any reasonabl e expenses incurred by the requisitionists by
reason of failure by the board of directors to duly convene a
neeting shall be repaid to the requisitionists by the Conpany
and any sumso repald shall be set-off against sums owed by
the Conpany to the defaulting directors.

The Chairman of the board of directors shall convene and

chair every sharehol ders’ general neeting. If the Chairman is
unable to attend the neetinﬂ for any reason, the vice-chairnman
of the board of directors shall convene and chair the neeting.
If both the Chairnman and vice-chairman of the board of
directors are unable to attend the neeting, then the board of
directors may designate a director to convene and chair the
meeting. |If no chairman of the neeting has been so designated
sharehol ders present shal
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Article 75.

Article 76

Article 77

Article 78.

Article 79.

Article 80.

Article 81

Article 82

choose one (1) person to act as the chairman of the meeting.

If for any reason, the shareholders shall fail to elect a

chai rman, then the sharehol der (including a proxy) holding the
| argest nunber of shares carrying the right to vote thereat
shall be the chairman of the neeting.

MP73

The chairman of the neetinP shal | be responsible for

det ermi ni ng whether a resolution has been passed. His
deci sion, which shall be final and conclusive, shall be
announced at the neeting and recorded in the m nute book

MP74

If the chairman of the neetinﬂ has any doubt as to the

result of a resolution which has been put to vote at a
sharehol ders’ neeting, he may have the votes counted. If the
chairman of the nmeeting has not counted the votes, any
sharehol der who is Present in person or by proxy and who
objects to the result announced by the chairman of the neeting
may, |nned|atelg after the declaration of the result, denand
that the votes be counted and the chairman of the neeting
shal | have the votes counted i nmedi ately.

MP75

If votes are counted at a sharehol ders’ general neeting,
the result of the count shall be recorded in the nminute book

MP76

The m nutes, sharehol ders’ attendance |ists and proxy
forns shall be kept at the Conpany’'s place of residence.

MP76

Copi es of the minutes of proceedings of any sharehol ders
meeting shall, during business hours of the CbnpanY, be open
for inspection by any sharehol der wi thout charge. If a

shar ehol der requests for a copy of such minutes fromthe )
Conmpany, the Conpany shall send a copy of such minutes to him
m%t IP seven (7) days after receipt of reasonable fees

t herefor.

MP77

CHAPTER 9: SPECI AL PROCEDURES FOR VOTI NG
BY A CLASS OF SHAREHOLDERS

Those sharehol ders who hold different cl asses of shares
are cl ass sharehol ders.

MP78

Cl ass sharehol ders shall enjoy rights and assunme obligations
in accordance with laws, admnistrative regulations and the
Conpany’s Articles of Association

Ri ghts conferred on any class of sharehol ders ("cl ass
rights") may not be varied or abrogated save wth the approva
of a special resolution of shareholders in a general neeting
and by hol ders of shares of that class at a separate neeting
conducted in accordance with Articles 83 to 87

MP79

The followi ng circunstances shall be deened to be
variation or abrogation
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Article 83.

of the rights attaching to a particular class of shares:
MP80

(1) to increase or decrease the nunber of shares of that
class, or to increase or decrease the nunber of shares of a
cl ass 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 exchan?e or to create a right to
exchange all or part of the shares of another class for shares
of that class;

(3) to renmobve or reduce rights to accrued dividends or rights
to cumul ative dividends attached to shares of that class;

(4) to reduce or renove preferential rights attached to shares
of that class to receive dividends or to the distribution of
assets in the event that the Conpany is |iquidated;

(5) to add, renove or reduce conversion priviIeges,_oEtions,
voting rights, transfer or pre-enptive rights, or rights to
aqu|re securities of the Conpany attached to shares of that
cl ass;

(6) to renmove or reduce rights to receive payment payable by
tﬂe Cbrpany in particular currencies attached to shares of
that cl ass;

(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
t her et o;

(9) to allot and issue rights to subscribe for, or to convert
the existing shares into, shares in the Conpany of that class
or anot her cl ass;

(ﬁO) to increase the rights or privileges of shares of another
cl ass;

(11) to restructure the Cpnpang in such a way so as to result
in the disproportionate distribution of obligations between
the various classes of sharehol ders;

(12) to vary or abrogate the provisions of this Chapter

Shar ehol ders of the affected class, whether or not

ot herwi se having the right to vote at sharehol ders’ genera
neetings, have the right to vote at class nmeetings in respect
of matters concerning sub-paragraphs (2) to (8%, (11) and (12)
of Article 82, but interested sharehol der(s) shall not be
entitled to vote at such class neeti ngs.

MP81
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"(An) interested shareholder(s)", as such termis used in the
precedi ng paragraph, neans:

(1% in the case of a repurchase of shares by way of a genera
offer to all sharehol ders of the Conpany or_bY mag of public
deal i ng 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 of f-market
agreenent pursuant to Article 25, a holder of the shares to
i ch the proposed agreenent rel ates;

(3) in the case of a restructuring of the Conpany, a

shar ehol der who assunes a relatively | ower proportion of
obligation than the obligations inposed on sharehol ders of
that cl ass under the proposed restructurin? or who has an
interest in the proposed restructuring different fromthe
general interests of the sharehol ders of that class.

Article 84. Resol utions of a class of sharehol ders shall be passed by
vot es reﬁresentln nmore than two-thirds of the voting rights
of sharehol ders of that class represented at the rel evant
nﬁetlng who, according to Article 83, are entitled to vote
t her eat.

MP82

Article 85. Witten notice of a class neeting shall be given to all
shar ehol ders who are rePistered as holders of that class in
the regi ster of shareholders forty-five (45? days before the
date of the class neetin%. Such notice shall give such
sharehol ders notice of the matters to be considered at such
nmeeting, the date and the place of the class neeting. A
sharehol der who intends to attend the class neeting shal
deliver his witten reply in respect thereof to the Conpany
twenty (20) days before the date of the class neeting.

MP83

If the sharehol ders who intend to attend such class neeting
represent nore than half of the total nunber of shares of that
cl ass which have the right to vote at such neeting, the
Company may hold the class neeting; if not, the Conpany shal
within five (5) days give the sharehol ders further notice of
the matters to be considered, the date and the place of the

cl ass neeting bY way of public announcenment. The Conpany na%
Ehen hohd the class neeting after such public announcenent has
een nade.

Article 86. Notice of class neetings need only be served on
sharehol ders entitled to vote thereat.

MP84

Cl ass neetings shall be conducted in a manner which is as
simlar as possible to that of sharehol ders’ general neetings.
The provisions of the CananK’s Articles of Association
relating to the manner for the conduct of sharehol ders

general neetings are also applicable to class neetings.

29



Article 87.

Article 88.

Article 89.

Apart fromthe holders of other classes of shares, the

hol ders of the Donmestic-Invested Shares and hol ders of

Over seas- Li sted Foreign-lnvested Shares shall be deened to be
hol ders of different classes of shares.

App. 13 Pt. D 1(f)

The special procedures for approval by a class of sharehol ders
shall not apply in the follow ng circunstances:

MP85 C. 3 Zheng Jian Hai Han [1995] No. 3

(1) where the Conpany issues, upon the approval by special
resolution of its shareholders in a general neeting, either
separately or concurrently once every twelve (12) nonths, not
nmore than 20% of each of its existing issued mestic- I nvest ed
Shares and Overseas-Listed Foreign-Invested Shares; or

App. 13 Pt.D 1f (i)

(2) where the Cbnpanﬁ’s plan to issue Domestic-Invested Shares

and Overseas-Listed Forelgn-Invested Shares at the tine of its

establishnment is carried out within fifteen (15) nonths from

Ege da}e of approval of the securities authority of the State
unci | .

App. 13 Pt.D 1f(ii)
CHAPTER 10: BOARD OF DI RECTORS

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 gl) Chai rman, two (a%_

Vi ce-chai rman(s) and twelve (10) directors, of ich three (3)
i ndependent (non-executive) directors.

MP86

The board of directors shall have nine (9) outside directors,
who shall not hold office within the Conpany.

Directors shall be elected at the sharehol ders’ genera
nmeeting each for a termof three (SL years. At the expiry of a
director’s term the termis renewabl e upon re-election

The period for |odgenent of notices in witing to the Conpany
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 ich shall commence no earlier than the
day after the despatch of the notice of the general neeting
convened to consider such election and shall end no |later than
7 days prior to the date of such general neeting.

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
renoved by nore than one-half of all of the nenbers of the
board of directors. The termof office of each of the Chairnan
and the Vice-chairman is three (3) years, which termis
renewabl e upon re-el ection
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Article 90.

Subj ect to conpliance with all relevant |aws and

adm ni strative regul ations, the sharehol ders’ general neeting
may by prdlnarK.resolutlon renmove any director before the
expiration of his termof office. However, the director’s
right to claimfor damages which arises out fromhis renova
shal | not be affected thereby.

The Directors shall not be required to hold qualifying shares.

The board of directors is accountable to the sharehol ders
in general neeting and exercises the follow ng functions and
powers:

MP88

(1) to be responsible for the convening of the sharehol ders
general meeting and to report on its work to the sharehol ders
I'n general meetings;

(2) to inplenment the resol utions passed by the sharehol ders in
general neetings;

(3) to determ ne the Conpany’s business plans and investnent
proposal s;

§4) to formul ate the Conpany’s annual prelimnminary and fina
i nanci al budgets;

(5) to fornmul ate the Conpany’s profit distribution proposa
and | oss recovery proposal

(6) to formul ate proposals for the increase or reduction of
the Conpany’s regi stered capital and for the issuance of the
Conpany’ s debent ures;

(7) to draw up plans for the nerger, division or dissolution
of the Conpany;

(8) to decide on the Conpany’s internal managenent structure

(9) to appoint or renove the Conpany’s general manager and to
appoi nt or renove the senior deputy general managers, deputy
eneral managers and ot her senior officers (including the

i nancial controller(s) of the Conpany) and, based on the
recomrendat i ons of the general nmanager, to decide on their
remunerati on;

(10) to fornmul ate the Conpany’s basi c nmanagenent system

&}1) to formul ate proposals for any amendnent of the Conpany’s
ticles of Association;

(12) to exercise any other powers conferred by the
sharehol ders in general neetings.
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Article 91.

Article 92.

Article 93.

Article 94.

O her 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
nore than two-thirds of all the directors, the board of

directors’ resolutions in respect of all other matters may be

gassed by the affirmative vote of a sinple ngjority of the
irectors.

The board of directors shall not, wi thout the prior

approval of shareholders in a general neetlngb di spose or
agree to dispose of any fixed assets of the Conpany where the
aggregate of the anmount or value of the consideration for the
proposed di sposition, and the anount or value of the

consi deration for any such dlsP05|t|pn of any fixed assets of
the Conpany that has been conpleted in the period of four (4)
nmont hs | nredi atel y Precedlng the proposed disposition, exceeds
33 % of the value of the Conpany’s fixed assets as shown in
the | atest bal ance sheet which was tabled at a sharehol ders
general neeting.

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 diSﬁOSition by the Conpany shall not be
af fected by any breach of the first paragraph of this Article.

The Chairman of the board of directors shall exercise the
fol |l owi ng powers

MPOO

(1) to preside over shareholders’ general neetings and to
convene and preside over neetings of the board of directors;

(2) to check on the inplenentation of resolutions passed by
the board of directors at directors’ neetings;

(3) to sign the securities certificates issued by the Conpany;

(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
geﬁl Pated by the Chairman to exercise such powers on his
ehal f.

Meetings of the board of directors shall be held at |east

four tinmes every year and shall be convened by the Chairman of
the board of directors. Were there is an urgent matter, an
extraordi nary neeting of the board of directors may be held if
it is so requested bg nore than one-third of the directors,
the Chairman of the board of directors or the Company’s
general manager.

MPI1

Noti ce of neetinPs and extraordi nary neetings of the board
of directors shall
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Article 95.

Article 96.

Article 97

Article 98.

be delivered in person, by facsimle, by express deliver
service or by registered mail. The tine limt for the delivery
of notice of neetings and extraordi nary meetings of the board
of directors shall be at |east fourteen (14) days and ten (10)
days respectively before the neeting.

MP92

Notice of a nmeeting shall be deened to have been given to
any director who attends the neeting w thout protesting
agai nst, before or at its comencenent, any |ack of notice.

Any regul ar or extraordinary neeting of the board of
directors may be held by way of tel ephone conferencing or
sim | ar communi cati on equi prent so IonP as all directors.
part|C|pat|nﬂ in the neeting can clear hear and conmuni cate
wi th each other. Al such directors shall be deened to be
present in person at the neeting.

Meetings of the board of directors shall be held only if
nore than half of the directors (including any alternate
di rector aPp0|nted pursuant to Article 98 of the Conpany’s
Articles of Association) are present.

MP93, App. 34(1)

Each director shall have one (1) vote. Unless otherw se
provided for in the Conpany’'s Articles of Association, a

resol ution of the board of directors nmust be passed by nore
than half of all of the directors of the Conpany. A resolution
of the board of directors relating to connected transactions
shal | be signed by independent (non-executive) directors
before coming into effect.

Where there is an equality of votes cast both for and agai nst
a resolution, the Chairman of the board of directors shal
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 neeting.
The relevant transaction shall be dealt with by way of a board
meeting and not by way of circulation of witten 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 neeting. In
this Article, "associate" has the same meaning as defined in
the Listing Rules. If any stock exchange where the shares of
the Conpany are listed sets out nore stringent rules in
relation to the matters in relation to which any director
shoul d abstain fromvoting, the directors should conply with
the nore stringent rules.

Directors shall attend the neetings of the board of

directors in person. Were a director is unable to attend a
neeting for any reason, he may by a witten power of attorney
aﬁp0|nt another director to attend the nmeeting on his behal f.
The power of attorney shall set out the scope of the

aut hori sati on.

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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Article 99.

Article 100.

Article 101

Article 102

conferred by the appointing director. \Were a director is
unabl e to attend a neeting of the board of directors and has
not aPp0|nted a representative to attend the neeting on his
behal T, he shall be deened to have waived his right to vote at
the meeti ng.

In respect of any matter which needs to be deterni ned bK
the board of directors at an extraordinary neeting of the
board of directors and where the board of directors has

al ready sent out witten notice of matters to be deci ded at
such neeting and the number of directors who have signified
their consent thereto reaches the anount set out in ticle
97, a valid resolution shall be deemed to be passed and there
is no need to hold a board of directors’ neeting.

The board of directors shall keep minutes of resolutions
passed at mneetings of the board of directors. The m nutes
shal | be signed by the directors present at the neetlnP and
the person who recorded the mnutes. The directors shall be
liable for the resolutions of the board of directors. If a
resolution of the board of directors violates the | aws,

admi ni strative regulations or the Conpany’s Articles of

Associ ation and the Company suffers serious |osses as a result
thereof, the directors who participated in the passing of such
resolution are liable to conpensate the Company therefor.
However, if it can be proven that a director expressly

obj ected to the resolution when the resolution was voted on
and that such objection was recorded in the nminutes of the
meeting, such director may be rel eased fromsuch liability.

MP95
CHAPTER 11: SECRETARY OF THE BOARD

OF DI RECTORS
The Company shal |l have one (1? secretary of the board of
directors. The secretary shall be a senior officer of the
Conmpany.
MP96

The secretary of the Cbnﬁany’s board of directors shal
be a natural person who has the requisite professiona

know edge and experience, and shall be appointed by the board
of directors. His primary responsibilities are to ensure that:

MP97

E%) to organi se board nmeetings and general neetings of the
npany, and to ensure that the Conpany has conplete
organi sati on docunents and records

(2) minutes of the neetings of the board of directors shall be
circulated to all directors for their signature and records

wi thin 14 days after the board neeting is held and be made
avai |l abl e for inspection;

(3) the Company prepares and delivers, in accordance with |aw,
those reports and documents required by conpetent authorities
entitled thereto;
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Article 103.

Article 104.

Article 105.

(4) the Company’'s registers of shareholders are properly
mal nt ai ned, and that persons entitled to receive the Conpany’s
records and docunents are furnished therewith w thout del ay.

A director or other senior officer of the Conpany nmay

al so act as the secretary of the board of directors. The
certified public accountancy firmwhich has been appoi nted by
the Conmpany to act as its auditors shall not act as the
secretary of the board of directors.

MP98

VWere 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 performthe act in a dua
capacity.

CHAPTER 12: GENERAL MANAGER

The Conpany shall have a general manager, senior dePuty
general managers, deputy general nanagers, financia
controller. The general manager proposed by the Chairman of
the board of directors shall be appointed or disnissed by the
board of directors. Senior dePuty general nmanagers, deputy
general managers and financial controller proposed b% t he
general manager shall be appointed or dismssed by the board
of the directors. A nmenber of the board of directors nay act
concurrently as the general manager, senior deputy genera
managers, deputy general managers, financial controller or
other senior officers.

MP99

The general manager shall be accountable to the board of
directors and shall exercise the follow ng functions and
pPOWer S:

MP100

(1) to be in charge of the Conmpany’s production, operation and
nanaPenent and to organi se the inplenmentation of the
resolutions of the board of directors;

(2) to organise the inplenmentation of the Conpany’s annua
busi ness plan and investnent proposal;

(3) to draft plans for the establishnment of the Conpany’s
I nternal managenent structure;

(4) to draft the Conpany’s basic nanagenent system

Eg) to fornul ate concrete rules and regul ations for the
nmpany;

(6) to propose the appointment or dismissal by the board of
directors of the Conpany’s senior deputy general managers,
deputy general nmnagers,
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Article 106

Article 107

Article 108.

Article 109.

Article 110.

Article 111

Article 112

financial controller and other senior officers

(7) to appoint or dismss managenent personnel other than
éhose required to be appointed or disnissed by the board of
irectors;

gg) ot her powers conferred by the Conmpany’'s Articles of
soci ation and the board of directors.

The general nmanager shall attend nmeetings of the board of
directors. The general manager, who is not a director, does
not have any voting rights at board neetings.

MP101

The general manager and senior deputY general managers,
deputy general managers and financial controller performnng
their functions and powers, shall act honestly and diligently
and in accordance with | aws, administrative regul ati ons and
the Conpany’s Articles of Association

MP102

CHAPTER 13: SUPERVI SORY COW TTEE
The Conpany shall have a supervisory comittee
MP103

The supervisory committee shall conpose of seven (7) )
supervi sors. One of the menbers of the supervisory comittee
shal |l act as the chairnman. Each supervisor shall serve for a
termof three (3) years, which termis renewabl e upon

re-el ection and re-appoi nt nent.

MP104, C.5 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D 1(d) (i)

The el ection or renoval of the chairman of the supervisory
conmmittee shall be determned by two-thirds or nore of the
menbers of the supervisory conmmttee.

The chairman shall serve for a termof three (3) years, which
termis renewabl e upon re-election and re-appoi ntnment.

The supervisory conmittee shall conprise of four (6)

supervi sors who shall represent the sharehol ders, and who
shal | be elected or renpved by the shareholders in genera
nmeetings, and one (1) supervisor who shall represent the
enpl oyees of the Canany and who shall be elected or renoved
denocratically thereby.

MP105

The directors, general nanager, senior deputy genera

manager s, deputy general managers and financial controller
shal ' not act concurrently as supervisors.

MP106

1 Meetings of the supervisory committee shall be held at

| east once every year, and shall be convened by the chairman
of the supervisory comittee.

MP107
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Article 113.

Article 114.

Article 115.

Article 116

The supervisory committee shall be accountable to the
sharehol ders in a general neeting and shall exercise the
foll owi ng functions and powers in accordance with | aw

MP108
(1) to review the Conpany’s financial position

(2) to supervise the directors, general manager, senior deputy
general managers, deputy general nanagers, financia

controller and other senior officers to ensure that they do
not act in contravention of any law, regulation or the
Conpany’s Articles of Association

(3) to demand any director, general manager, senior deputr
gener al nanager,_deput¥_general manager, financial controller
or any other senior officer who acts in a manner which is
harnful to the Conpany’s interest to rectify such behavi our

(4) to check the financial information such as the financi al
report, business report and plans for distribution of profits
to be submtted by the board of directors to the sharehol ders
general neetings and to authorise, in the Company’s nane,
publicly certified and practising accountants to assist in the
re-exam nation of such iInformation should any doubt arise in
respect thereof;

(5) to propose to convene a sharehol ders’ extraordinary
general neeting;

(6) to represent the Conpany in negotiations with or in
bringing actions against a director;

XZ)_other functions and powers specified in the Conpany’s
ticles of Association.

Supervi sors shall attend neetings of the board of directors.

Meetings of the supervisory committee shall be held only

if three (3) or nore supervisors are present. Resol utions of
the supervisory comittee shall be passed by the affirmative
vote of nmore than two-thirds of all of its nmenbers

?Fé??,_?.G Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D
i

Al'l reasonable fees incurred in respect of the enpl oynent

of professionals (such as, |awers, certified public
accountants or practising auditors) which are required by the
superV|sorY conmittee in the exercise of its functions and
powers shall be borne by the Conpany.

MP110

A supervisor shall carry out his duties honestly and )
faithfully in accordance with | aws, administrative regul ati ons
and the Company’s Articles of
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Associ ati on.
MP111

CHAPTER 14: THE QUALI FI CATI ONS AND DUTI ES OF THE DI RECTORS
SUPERVI SORS, GENERAL MANAGER, SENI OR DEPUTY GENERAL MANAGERS

Article 117

DEPUTY CGENERAL MANAGERS

FI NANCI AL CONTRCLLER AND OTHER SENI OR OFFI CERS COF

THE COVPANY

A person may not serve as a director, supervisor, genera
manager, senior deputy general nanager, deputy genera
manager, financial controller or any other senior officer of
t he nmpany if any of the follow ng circunstances apply:

MP112

(1) a person who does not have or who has limted capacity for
civil conduct;

(2) a person who has been sentenced for corruption, bribery,

i nfringenent of property or n1sapproPr|at|on of property or
other crines which destroy the social econom c order, ere
less than a termof five (5) years has | apsed since the
sentence was served, or a person who has been deprived of his
political rights and not nore than five (5) years have | apsed
since the sentence was served;

(3) a person who is a fornmer director, factor% manager or
nmanager of a conpany or enterprise which has been dissol ved or
put Into liquidation as a result of nmismanagenent and who was
personally liable for the winding up of such conpany or
enterprise, where less than three (3) years have el apsed since
the date of conpletion of the insolvent |iquidation of the
conmpany or enterprise

(4) a person who is a forner legal representative of a conpany
or enterprise the business |icence of which was revoked due to
viol ation of law and who are personally liable therefor, where
| ess than three (3L years have el apsed since the date of the
revocation of the business licence;

(5) a person who has a relatively | arge anbunt of debts which
have becone overdue

(6) a person who is currently under investigation by judicia
organs for violation of crimnal |aw

(7) a person who, according to | aws and adm nistrative
regul ati ons, cannot act as a | eader of an enterprise;

(8) a person other than a natural person
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Article 118.

Article 119.

Article 120.

Article 121

§9) a person who has been convicted by the conpetent authority
or violation of relevant securities regulations and such
conviction involves a finding that such person has acted
frauduIentIY or dishonestly, where not nore than five (5)
years have [apsed fromthe date of such conviction

The validity of an act carried out by a director, genera
manager, senior deputy general nanager, deputy genera
manager, financial controller or other senior officer of the
Conpany on its behalf shall, as against a bona fide third
party, shall not be affected by anK irregularity in his
office, election or any defect in his qualification

MP113

In addition to the obligations inposed by | aws,

adm nistrative regulations or the listing rules of the stock
exchange on which shares of the Conpany are |isted, each of
the Conpany’s directors, supervisors, general manager, senior
deputy general managers, deputy general nanagers and ot her
senior officers owes a duty to each shareholder, in the
exeapise of the functions and powers of the Conpany entrusted
to him

MP114

(1) not to cause the Cbnpanrlto exceed the scope of business
stipulated in its business [icence;

(2) to act honestly and in the best interests of the Conpany;

(3) not to expropriate the Conpany’s property in any way,
i ncl udi ng gmnthout limtation) usurpation of opportunities
whi ch benefit the Conpany;

(4) not to expropriate the individual rights of sharehol ders,
including (without limtation) rights to distribution and
voting rights, save and except pursuant to a restructurln? of
t he Conmpany whi ch has been submtted to the sharehol ders for
approval in accordance with the Conpany’s Articles of
Associ ati on.

Each of the Company’s directors, supervisors, general manager,
seni or deputy general managers, deputy general nmanagers,
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 woul d exercise in conparabl e circunstances.

MP115

Each of the Conpany’s directors, supervisors, genera

manager, senior dePuty general managers, deputy genera
managers, financial controller and other senior officers shal
exercise his powers or performhis duties in accordance wth
the fiduciary principle; and shall not put hinself ina
position where his duty and his interest may conflict. This
Pr|n0|ple includes (without limitation) discharging the

ol I om ng obligations:

MP116
(1) to act honestly in the best interests of the Conpany;
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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 himpersonally and
not to allow hinself to act under the control of another and,
unl ess and to the extent permitted by |laws, adm nistrative
regul ations or with the informed consent of sharehol ders given
gn a general neeting, not to del egate the exercise of his

i scretion;

(4) to treat shareholders of the same class equally and to
treat sharehol ders of different classes fairly;

gg) unl ess ot herw se provided for in the Conpany’s Articles of
soci ation or_ except with the infornmed consent of the
sharehol ders given In a general nmeeting, not to enter into any
contract, transaction or arrangenment wth the Conpany;

(6) not to use the Conpany’s property for his own benefit,
wi t hout the informed consent of the shareholders given in a
general neeting;

(7? not to exploit his position to accept bribes or other
illegal income or expropriate the Conpany’s property in any
way, including (without limtation) opportunities ich

benefit the Conpany;

(8) not to accept conmissions in connection with the Conpany’s
transactions, wthout the informed consent of the sharehol ders
given in a general neeting;

ticles of Association, to
Ily, to protect the

oit his position and power
nt erests;

(9) to conply with the Conpany’s Ar
performhis official duties faithfu
Company’s interests and not to expl
in the Conpany to advance his own

(10) not to conpete with the Conpany in any way, save with the
i nformed consent of the sharehol ders given in a genera
neet i ng;

gll) not to m sappropriate the Conpany’s funds or to |l end such
unds to any other person, not to use the Conpany’s assets to
set up deposit accounts in his own name or in the any other
nane or to use such assets to guarantee the debts of a

shar ehol der of the Conpany or any other personal liabilities;

(12) not to release any confidential information which he has
obtai ned during his termof office, wthout the inforned
consent of the shareholders in a general neeting; nor shall he
use such information otherwi se than for the Conpany’s benefit,
save that disclosure of such information to the court or other
governnental authorities is pernmitted if:
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Article 122

Article 123.

(i) disclosure is made under conpul sion of |aw,
(ii) public interests so warrants;

(iii) the interests of the relevant director,
supervi sor, general manager, senlor_deput¥_general nmanager ,
deputy general manager or other senior officer so requires;

(13) strictly conply with the relevant | aws and regul ati ons
and the relevant rules of the stock exchanges on ich the
shares of the Conpany are listed in respect of dealings with
the securities of the Conpany.

Each director, supervisor, general manager, deputy

general manager, financial controller and other senior officer
of the Conpany shall not direct the follow ng persons or
institutions ("associates") to act in a manner which he is
prohi bited fromso acting:

MP117

(1) the spouse or minor child of the director, supervisor
general manager, senior deputy general nmanager, deputy genera
manager, financial controller or other senior officer;

(2) the trustee of the director, supervisor, general manager,
seni or deputy general manager, deputy ?eneral 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,
seni or deputy general manager, deputy ?eneral nanager,
financial controller or other senior officer or any person
referred to in sub-paragraphs (1) and (2) of this Article;

(4) a conpany in which that director, supervisor, genera
manager, senior deputy general manager, deputy genera

manager, financial controller or other senior officer, whether
alone or jointly with one (1) or nore of the persons referred
to in sub-paragraphs (1), (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
i nterest;

(5) the directors, supervisors, general nanager, senior deputy
general managers, depua%_general manager s and ot her seni or
officers of a conmpany ich is being controlled in the nmanner
set out in sub-paragraph (4) above.

The fiduciary duties of the directors, supervisors,

general manager, senior dePuty general managers, deputy
general managers, financial controller and other senior

of ficers of the Conpany do not necessarily cease with the
term nation of their tenure. The duty of confidentiality in
respect of trade
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Article 124.

Article 125.

Article 126

secrets of the Conpany survives the termination of their
tenure. Other duties may continue for such period as the
prlnchﬂ!e of fairness nmay require depending on the ampbunt of
tinme i ch has | apsed between the termi nation and the act
concerned and the circunmstances and the terns under which the
relati onshi p between the relevant director, supervisor

general manager, senior deputy general manager, deputy genera
nanaﬂer and the senior officer on the on hand and the Conpany
on the other hand was terni nated.

MP118

Subject to Article 48, a director, supervisor, genera
manager, senior deputy general nanager, deputy genera
manager, financial controller or other senior officer of the
Company may be relieved of liability for specific breaches of
his duty with the inforned consent of the sharehol ders given
at a general neeting.

MP119

Where a director, supervisor, general manager, senior

deputy Peneral nanager,.deput¥.general manager, financi al
controllF'er or other senior officer of the Conmpany is in any
way, directly or indirectly, materially interested in a
contract, transaction or arranﬂenent or proposed contract,
transaction or arrangenent with the Conpany, (other than his
contract of service with the Conmpany), 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 arrangenent or proposal therefor is otherw se
subject to the approval of the board of directors.

MP120

Unl ess the interested director, supervisor, general nanager,
seni or deputy general manager, deputy general manager,
financial controller or other senior officer discloses his
interests in accordance with the precedi ng sub-paragraph of
this Article and the contract, transaction or arrangenent is
approved by the board of directors at a meeting in which the
interested director, supervisor, general nmanager, senior ]
deputy general manager, deputy general manager or other senior
officer is not counted as part of the quorumand refrains from
voting, a contract, transaction or arrangenent in which that
director, supervisor, general nmanager, deputy general nanaPer
or other senior officer is materially interested is voidable
at the instance of the Conpany except as against a bona fide
arty thereto who does not have notice of the breach of duty
y the interested director, supervisor, general manager,
d? uty general manager, financial controller or other senior
of ticer.

For the purposes of this Article, a director, supervisor
general manager, Senior deputy general manager, deputy genera
manager financial controller or other senior officer of the
Conpany is deenmed to be interested in a contract, transaction
or arrangenent in which his associate is interested.

Where a director, supervisor, general manager, senior

deputy Peneral nanager,.deput¥.general manager, financi al
controll'er or other senior officer of the Conpany gives to the
board of directors a notice in witing stating that,
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Article 127

Article 128.

Article 129.

Article 130.

by reason of the facts specified in the notice, he is
interested in contracts, transactions or arrangenents which
may subsequently be nade by the Company, that notice shall be
deened 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
shal | have been given before the date on which the question of
entering into the relevant contract, transaction or
arrangenent is first taken into consideration by the Conpany.

MP121

The Company shall not pay taxes for or on behalf of a
director, supervisor, general manager, senior deputy genera
manager, deputy general manager, financial controller or other
senior officer in any manner.

MP122

The Company shall not directly or indirectly make a | oan

to or provide any guarantee in connection wth the making of a
loan to a director, supervisor, general manager, deputy
general manager, financial controller or other senior officer
of the Conpany or of the Company’s hol di ng conpany or any of
their respective associ ates.

MP123

The foregoing prohibition shall not apply to the follow ng
ci rcunst ances:

(1) the provision by the Canany of a loan or a guarantee in
connection with the making of a loan to its subsidiary:

(2) the provision by the Canany of a loan or a guarantee in
connection with the naking of a |oan or any other funds

avail able to any of its directors, supervisors, genera
nmanager, senior dePuty general managers, deputy genera
managers, financial controller and other senior officers to
meet expenditure incurred or to be incurred by himfor the
pur poses of the Conpany or for the purpose of enabling himto
performhis duties properlg, in accordance with the terns of a
service contract approved by the shareholders in a genera

meeti ng;

(3) if the ordinary course of business of the Conpany includes
the I ending of nobney or the giving of guarantees, the Conpany
may nmake a |l oan to or provide a ﬂuarantee in connection wth
the making of a loan to any of the relevant directors,

supervi sors, general manager, senior deputY general managers,
deputy general managers, tinancial controller and other senior
officers or their respective associates in the ordinary course
of its business on nornmal commercial terns.

Any person who receives funds froma | oan which has been
made by the Conpany acting in breach of the preceding Article

shal |, irrespective of the terns of the |loan, forthwth repay
such funds.
MP124

A guarantee for the repaynment of a | oan which has been
provi ded b% t he Cbnpanr acting in breach of Article 128(1)
shal | not be enforceabl e agai nst
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Article 131

Article 132

the Conpany, save in respect of the follow ng circunstances:
MP125

(1) the guarantee was provided in connection with a | oan 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

of ficers of the Company or of the CDnEany’s hol di ng conpany
and the lender of such funds did not know of the rel evant
circunstances at the time of the nmaking of the loan; or

(2) the collateral which has been Brovided by the Company has
al ready been lawfully di sposed of by the | ender to a bona fide
pur chaser.

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

obl i gati ons.

MP126

In addition to any rights and renedi es provided by the

I aws and administrative regul ati ons, where a director,
supervi sor, general nanager, senior deputY general manager,
deputy general manager, financial controller or other senior
officer of the Conpany breaches the duties which he owes to
t he Conpany, the Conpany has a right:

MP127

(1) to demand such director, supervisor, general nanager,

seni or deputy general manager, deputy ?eneral nmanager

financial controller or other senior officer to conpensate it

Lor Iﬁsses sustained by the Conpany as a result of such
reach;

(2) to rescind any contract or transaction which has been
entered into between the Conpany and such director

supervi sor, general manager, senjor deputr gener al manager
dePuty general manager, financial controller or other senior
of ficer or between the Conpany and a third partK (where such
third party knows or shoul d have known that such director
supervi sor, general manager, deputy general manager or other
seni or officer representing the Conpany has breached his
duties owed to the Conpany);

(3) to demand such director, supervisor, general nmanager,

seni or dePuty general manager, deputy general manager or other
senior officer to account for profits nade as result of the
breach of his duties;

(4) to recover aa% nmoni es whi ch shoul d have been recei ved by
the Company and whi ch were received by such director,

supervi sor, general manager, senior deputY general manager,
deputy general manager, financial controller or other senior
ofdicer instead, including (without limtation) conm ssions;
an

(5) to demand repaynent of interest earned or which may have
been earned by such director, supervisor, general nanager,
seni or deputy general nanager, deputy genera
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Article 133.

Article 134.

manager, financial controller or other senior officer on
nmoni es that shoul d have been paid to the Conpany.

The ConPany shall, with the prior approval of )
sharehol ders in a general neeting, enter into a contract in
witing with a director or supervisor wherein his enolunents
are stipul ated. The aforesaid enol unents include:

MP128

(1) ermoluments in respect of his service as director,
supervi sor or senior officer of the Conpany;

(2) ermoluments in respect of his service as director
supervi sor or senior officer of any subsidiary of the Conpany;

(3) emolunents in respect of the provision of other services
in connection with the management of the affairs of the
Conpany and any of its subsidiaries;

(4) paynent by way of conpensation for |oss of office, or as
C?Pslderatlon for or in connection with his retirenent from
of fice.

No proceedings may be brought by a director or supervisor

agal nst the Conpany for_anyth!nP due to himin respect of the
matters mentioned in this Article except pursuant to the
contract mnentioned above.

The contract concerning the enolunents between the

Company and its directors or supervisors should provide that
in the event that the Conpany is acquired, the Conpany’s
directors and supervisors shall, subject to the prior approva
of sharehol ders 1n a general neeting, have the right to
recei ve conpensation or other paynment in respect of his |oss
of office or retirement. For the purposes of this paragraph
the acquisition of the Company includes any of the follow ng:

MP129

(1) an offer made by any person to the general body of
shar ehol ders;

(2) an offer nade by_any erson with a viewto the offeror
R?cpn}ng4g "controlling sharehol der” w thin the neaning of
ticle 49.

If the relevant director or supervisor does not conply with
this Article, any sum so received by himshall belong to those
gersons who have sold their shares as a result of such offer
he expenses incurred in distributing such sumon a pro rata
basi s anongst such persons shall be borne by the rel evant
director or supervisor and shall not be paid out of such sum
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Article 135.

Article 136

Article 137

Article 138.

Article 139.

Article 140.

Article 141.

CHAPTER 15: FI NANCI AL AND ACCQOUNTI NG
SYSTEMS AND PRCFI T DI STRI BUTI ON

The Company shall establish its financial and accounting
systens in accordance with |laws, adnministrative regulations
and PRC accounting standards formul ated by the finance
regul atory departnment of the State Council.

MP130

At the end of each fiscal year, the Company shall prepare
a financial report which shall be exanmined and verified in a
manner prescribed by | aw

MP131

The board of directors of the Conpany shall place before

t he sharehol ders at every annual general neeting such
financial reports which the relevant |aws, admnistrative
regulatlons and directives pronul gated by conpetent regi ona
and central governmental authorities require the Conpany to
prepare.

MP132

The Company’'s financial reports shall be nmade avail abl e

for sharehol ders’ inspection at the Conmpany twenty (20) days
before the date of everg sharehol ders’ annual general neeting.
Each sharehol der 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 sharehol der of
Overseas-Listed Foreign-lnvested Shares by prepaid mail at the
address registered in the register of shareholders the said
reports not later than twenty-one (21% daKs before the date of
every annual general neeting of the sharehol ders.

The financial statenents of the Conpany shall, in

addition to being prepared in accordance wi th PRC accounting
standards and regul ations, be prepared in accordance with

ei ther international accounting standards, or that of the
Place outside the PRC where the Conpany’s shares are |isted.
f there is any material difference between the financia
statenents prepared respectively in accordance with the two
accounting standards, such difference shall be stated in the
financial statenents. In distributing its after-tax profits,
the | ower of the two amounts shown in the financial statenments
shal | be adopt ed.

MP134

Any interimresults or financial information published or

di scl osed by the Cbng%ny nust al so be prepared and presented
in accordance with PRC accounting standards and regul ati ons,
and al so in accordance with either international accounting

standards or that of the place overseas where the Conpany’s

shares are listed.

MP135

The Company shall publish its financial reports tw ce

every fiscal year, that is, the interimfinancial report shal
be published within sixty §60) da¥s after the expiration of
the first six (6) nonths of each fiscal year; the annua
financial report shall be published within one hundred and
twenty (120) days
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Article 142.

Article 143.

Article 144,

Article 145.

after the expiration of each fiscal year.
MP136

The Company shall not keep accounts other than those
required by | aw.

MP137

The Company’'s after-tax profit shall be allocated in
accordance with the foll owi ng order:

(1) conpensation of | osses;

(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 conmon wel fare fund;

(4) allocation to the discretionary conmon reserve fund upon
approval by resolution of the sharehol ders’ general neeting;

(5) paynent of dividends in respect of ordinary shares.

The Company shall not allocate dividends or carry out other

allocations in the formof bonuses, before the Company has

conpensated for its |osses and nade allocations to the

?taautory common reserve fund and the statutory comon wel fare
und.

Capital conmon reserve fund includes the follow ng itens:
MP138
(1) premiumon shares issued at a prem um price

§2) any ot her incone desi?nated for the capital common reserve
und by the regulations of the finance regul atory departnent
of the State Council

The common reserve fund of the Conpany shall be applied
for the foll owi ng purposes:

(1) to conpensate | osses;
(2) to expand the Conpany’s production and operation

(3) to convert the comon reserve fund into capital in order
to increase its capital. The Conpany nay convert its conmmon
reserve fund into CSﬁital wi th the approval of shareholders in
a general meeting. en such conversion takes place, the
Company shall either distribute new shares in proportion to
the existing sharehol ders’ nunber of shares, or increase the
par val ue of each share, Provided, however, that when the
statutory conmon reserve fund is converted to capital, the

bal ance of the statutory common reserve fund may not fal

bel ow 25 % of the registered capital
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Article 146.

Article 147.

Article 148.

Article 149.

Article 150.

Article 151

The CDnFanyfs statutory conmon wel fare fund is used for
the collective welfare of the Conpany’s enpl oyees.

Di vi dend shal |l be Paid twice a year. The final dividends

of the Conpany shall| be decided bK t he sharehol ders by way of
an ordinary resolution. The sharehol ders may by way of an
ordinary resolution authorize the board of directors to decide
the interimdividends.

The Conpany may distribute dividends in the form of:
MP139

(1) cash;

(2) shares

I f any sharehol der has not clained his dividends six years
after such dividends has been declared, such shareholder is
deermed to forfeit his right to claimsuch dividends. The
Company shall not exercise its power to forfeit the unclained
dlvgdgnds until after the expiry of the applicable limtation
peri od.

The Company shall cal cul ate, declare and Pay di vi dends
and ot her amounts which are payable to hol ders of

Donesti c-Invested Shares in Renminbi. The Conpany shal

cal cul ate and decl are dividends and ot her paynents which are
payabl e to hol ders of Overseas-Listed Foreign-Ilnvested Shares
In Renminbi, and shall pay such anmpbunts in the |ocal currency
of the place in which such Overseas-Listed Foreign-Invested
Shares are listed (if such shares are listed in nore than one
pl ace, then the currency of the BrlnC|paI pl ace on whi ch such
shares are listed as deternined by the board of directors).

The Company shall pay dividends and other anopunts to

hol ders of Foreign-1nvested Shares in accordance with the

rel evant foreign exchange control reﬂulatlons of the State. If
there is no applicable regul ation, the applicable exchange
rate shall be the average closing rate for the rel evant
foreign currency announced by the Peoples’ Bank of China
during the week prior to the announcenent of paynent of

di vi dend and ot her anounts.

The Company shal | apEoint receiving a%ents for hol ders_ of

the Overseas-Listed Foreign-lnvested Shares. Such receiving
agents shall receive dividends which have been declared by the
Company and all other anopunts which the Conpany should pay to
hol ders of Overseas-Listed Foreign-Invested Shares on suc

shar ehol ders’ behal f.

MP140, C.8 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D 1(c)

The receiving agents apPointed by the Conpany shall meet the
relevant requirenents of the laws of the place at which the
stock exchange on which the Conpany’s shares are listed or the
rel evant regul ati ons of such stock exchange.

48



Article 152

Article 153.

Article 154.

Article 155.

The receiving agents appoi nted for holders of Overseas-Listed
Forei gn-I nvested Shares |listed in Hong Kong shall each be a
conpany registered as a trust company under the Trustee

O di nance of Hong Kong.

CHAPTER 16: APPO NTMENT OF AUDI TORS

The Company shal | appoint an independent firm of )
accountants which is qualified under the relevant requl ations
of the State to audit the Conpany’ s annual report and review
the Conpany’s other financial reports.

MP141

The first auditors of the Conpany may be appointed before the
first annual general neeting of the Conpany at the inaugura
nmeeting. Auditors so appointed shall hold office until the
conclusion of the first annual general neeting.

I f the inaugural neeting does not exercise the powers under
the precedi ng paragraph, those powers shall be exercised by
the board of directors.

The auditors appointed b% t he Company shall hold office
fromthe conclusion of the annual general neeting of )
sharehol ders at which they were appointed until the concl usion
of the next annual general neeting of sharehol ders.

MP142

The auditors appointed by the Conpany shall enjoy the
followi ng rights:

MP143

(1) aright to reviewto the books, records and vouchers of
the Conpany at any tine, the right to require the directors,
general manager, senior deputy general nanagers, deputy
general managers and other senior officers of the Company to
supply relevant infornmation and expl anati ons;

(2) aright torequire the Conpany to take all reasonable
stePs to obtain fromits subsidiaries such information and
expl anation as are necessary for the discharge of its duties;

(3) aright to attend sharehol ders’ general neetings and to
receive all notices of, and other conmunications relating to,
any sharehol ders’ general neetlng whi ch an% sharehol der I's
entitled to receive, and to speak at any sharehol ders’ genera
nmeeting in relation to matters concerning its role as the
Conpany’ s accountancy firm

If thereis a vacanc¥ in the position of auditor of the
Company, the board of directors na% appoi nt an account ancy
firmto fill such vacancy before the convening of the
sharehol ders’ general neeting. Any other accountancy firm
whi ch has been appoi nted by the Conmpany may continue to act
during the period during ich a vacancy ari ses.

MP144
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Article 156

Article 157

Article 158.

The sharehol ders in a general neeting may b¥ ordi nary

resol ution renove the npany’s auditors before the expiration
of its termof office, irrespective of the provisions in the
contract between the Conpany and the Conpany’s auditors.
However, the accountancy firm s right to claimfor damages
which arise fromits renoval shall not be affected thereby.

MP145

The renuneration of an accountancy firmor the manner in

whi ch such firmis to be renunerated shall be determ ned by
the shareholders in a general meeting. The remuneration of an
account ancy f|rn1aBp0|nted by the board of directors shall be
determ ned by the board of directors.

MP146

The Conpany’s appoi ntment, renoval or non-reappoi nt nent

of an accountancy firmshall be resol ved by the sharehol ders
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 neeting of shareholders is
passed to apPplnt as auditor a person other than an incunbent
auditor, to fill a casual vacancy in the office of auditor, to
reapB0|nt as auditor a retiring auditor who was appoi nted by
the board of directors to fill a casual vacancy or to renpve
an auditor before the expiration of his termof office, the
foll owi ng provisions shall apply:

(1) A coPy of the appoi ntnent or renoval proposal shall be
sent (before notice of nmeeting is given to the sharehol ders)
to the firm proposed to be apPointed or proposing to leave Its
ost or the Tirmwhich has left its post in the relevant
i scal year (leaving includes |eaving by renoval, resignation
and retirenent).

(2) If the auditor Ieavingbits post nakes representations in
witing and requests the nmpany to give the sharehol ders
noti ce of such representations, the nPany shall (unless the
rePresentatlons have been received too late) take the

fol | owi ng neasures:

(a) in any notice of the resolution given to )
sharehol ders, 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 Conpany’'s Articles of Association

(3) If the Conpany fails to send out the auditor’s
representations in the manner set out in sub-paragraph (2)
above, such auditor nay (in addition to his right to be heard)
require that the representations be read out at the neeting.
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Article 159.

(4) An auditor which is leaving its post shall be entitled to
attend the follow ng sharehol ders’ general neetings:

~ (a) the general neeting at which its term of
of fice woul d otherwi se have expired;

(b) the general neeting at which it is
proposed to fill the vacancy caused by its renoval; and

(c% the general neeting which convened as a
result of its resignation

and to receive all notices of, and other conmunications
relating to, any such neeting, and to speak at any such
meeting which it attends on any part of the business of the
nmeeting which concerns it as fornmer auditor of the Conpany.

Prior notice should be given to the accountancy firmif

t he Cbnﬁany deci des to renove such accountancy firmor not to
renew t he appoi ntment thereof. Such accountancy firmshall be
entitled to nake representati ons at the sharehol ders’ genera
neeting. Where the accountancy firmresigns fromits position
as the Conpany’s auditors, it shall nake clear to the
sharehol ders in a general neeting whether there has been any
i mpropriety on the part of the Conpany.

MP148, C.10 Zheng Jian Hai Han [1995] No. 1 App.13 Pt.D
1(e)(1i)-(e)(iv)

An accountancy firmnmay resign its office by depositinP at the
Conpany’s | egal address a resignation notice which shall
becone effective on the date of such deposit or on such |ater
date as may be stipulated in such notice. Such notice shal
contain the foll ow ng statenents:

(1) a statenent to the effect that there are no circunstances
connected with its resignation which it considers should be
brought to the notice of the shareholders or creditors of the
Conpany; or

(2) a statenment of any such circunstances.

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 rel evant governlng authority. If the notice
contains a statenment under the precedi ng sub-paragraph (2), a
copy of such statenent shall be placed at the Conpany for

shar ehol ders’ inspection. The Conmpany shoul d al so send a copy
of such statenent by prepaid nail to every sharehol der of
Overseas- Li sted Forelﬂn Shares at the address registered in
the regi ster of sharehol ders

Where the auditor’s notice of resignation contains a statenent
in respect of the above, it nmay require the board of directors
to convene a sharehol ders’ extraordinary ?eneral nmeeting for

t he purpose of receiving an explanation o
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160.

161.

162.

163.

164.

165.

166.

the circunstances connected with its resignation
CHAPTER 17: | NSURANCE

The different types or items of the Company’s insurance
shal | be decided at a neeting of the board of directors in
accordance with the relevant insurance | aw in China.

CHAPTER 18: LABOUR AND PERSONNEL
MANAGEMENT SYSTEMS

The Conpang may at its discretion enPon and disniss

enpl oyees based on the business devel opment needs of the
Company and in accordance with the requirements of the |aws
and adm ni strative regul ations of the State.

The Company may fornulate its |abour and payroll systemns

and Paynent net hods in accordance with the relevant | aws and
regul ations of the State , the Conpany’'s Articles of

Associ ation and the econonical benefits of the Conpany.

The Company shall endeavour to inprove its enployee
benefits and to continually inmprove the working environnent
and living standards of its enpl oyees.

The Conmpany shall provide nmedical, retirenment and

unenpl oynment insurance for its enployees and put in place a

| abour insurance system in accordance with the relevant |aws
and regul ati ons of the State.

CHAPTER 19: TRADE UNI ONS

The Company’s enpl oyees may formtrade 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 DI VI SION OF THE
COVPANY

In the event of the merger or division of the Conpany, a

pl an shall be presented by the Conpany’'s board of directors
and shall be apﬁroved in accordance with the procedures
stipulated in the Conpany’'s Articles of Assoclation. The
Company shall then go through the rel evant approval process. A
shar ehol der who objects to the plan of nerger or division

shall have the right to demand the Conpany or the sharehol ders
who consent to
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Article 167

Article 168.

Article 169.

Article 170.

the plan of merger or division to acquire such dissenting
sharehol ders’ shareholding at a fair price. The contents of
the resolution of merger or division of the Conpany shal
constitute special docunents which shall be available for

i nspection by the sharehol ders of the Conpany.

MP149

Such special documents shall be sent by mail to hol ders of
Over seas- Li sted Forei gn-Invested Shares.

The nerger of the Conpany nay take the formof either
mer ger by absorption or nmerger by the establishment of a new

conpany.
MP150, App. 37(1)

In the event of a nerger, the nerPing parties shall execute a
nmer ger agreenent and preﬁare a bal ance sheet and an inventory
of assets. The Conpany shall notify its creditors within ten
(10? days of the date of the Conpany’s merger resolution and
shal | publish a public notice in a newspaper at |east three
(3) tinmes within thirty (30) days of the date of the Conpany’s
nerger resolution

At the time of merger, rights in relation to debtors and
i ndebt edness of each of the merged parties shall be assuned by
the conpany which survives the nerger or the newy established

conpany.

Where there is a division of the Conpany, its assets
shal | be divided up accordingly.

MP151, App.37(1)

In the event of division of the Conpany, the parties to such
di vi sion shall execute a division agreenment and prepare a
bal ance sheet and an inventory of assets. The Conpany shal
notify its creditors within ten (10% days of the date of the
Conpany’s division resolution and shall publish a public
notice in a newspaper at |least three (3) tinmes within thirty
(30) days of the date of the Conpany’s division resolution

Debts of the Conpany prior to division shall be assumed by the
conpani es whi ch exist after the division in accordance with
the agreenment of the parties.

The Conmpany shall, in accordance with |aw, apply for

change I1n its registration with the conpanies registration
authority where a change in any itemin its registration
arises as a result of any nerger or division. \Were the )
Company is dissolved, the Conpany shall apply for cancellation
of Its registration in accordance with | aw ere a new
conpany i s established, the Conpany shall apply for
registration thereof in accordance with | aw.

MP152
CHAPTER 21: DI SSOLUTI ON AND LI QUI DATI ON

The Company shall be dissol ved and |iqui dated upon the
occurrence of any of the foll owi ng events:

MP153
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Article 171

Article 172

(1) a resolution for dissolution is passed by sharehol ders at
a general nmeeting;

(2) dissolution is necessary due to a nerger or division of
t he Conpany;

§3) the Conpany is legally declared insolvent due to its
allure to repay debts as they becone due; and

(4) the Canany is ordered to close down because of its
violation of laws and adninistrative regul ations.

A liquidation conmittee shall be set up within fifteen

(15) days of the Conpany being dissol ved pursuant to

sub- par agr aph (1% of the preceding Article, and the
conposition of the |iquidation commttee of the Conpany shal
be determ ned by an ordinary resolution of shareholders in a
general neeting.

MP154

Where the Conpany is dissolved under sub—Paragraph (3) of the
preceding Article, the People’s Court shall in accordance wth
the provisions of relevant |aws organi se the sharehol ders,

rel evant organi sations and rel evant professional personnel to
establish a liquidation conmittee to carry out the

I i qui dati on.

Where the Conpany is dissol ved under sub-paragraph (4) of the
preceding Article, the relevant governing authorities shal
organi se the sharehol ders, rel evant organi sations and

prof essi onal personnel to establish a ['iquidation conmrittee to
carry out the l|iquidation.

VWhere the board of directors proposes to liquidate the
Company for any reason other than the Conpany’s declaration of

its own insolvency, the board shall include a statenment in its
noti ce conveni ng a sharehol ders’ general neeting to consider
the proposal to the effect that, after making full inquiry

into the affairs of the Conpany, the board of directors is of
the opinion that the Conpany will be able to pay its debts in
full within twelve (12) nonths fromthe commencenent of the

I i qui dati on.

MP155

Upon the passing of the resolution by the shareholders in a
eneral meeting for the |iquidation of the Conpany, al
unctions and powers of the board of directors shall cease.

The liquidation committee shall act in accordance with the

i nstructions of the sharehol ders’ general neeting to nmake a
report at |east once every year to the sharehol ders’ genera
neeting on the conmittee’s incone and expenses, the business
of the Canany and the progress of the liquidation; and to
present a final report to the sharehol ders’ general neeting on
compl etion of the liquidation.
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Article 173.

Article 174.

Article 175.

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
announcenent in a newspaper at |least three (3) tines.

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 announcenent, report its rights to the |iquidation
committee. Wen repprtln? his rights, the creditor shal
provi de an expl anation of matters which are relevant thereto
and shal |l provide evidential material in respect thereof. The
liquidation committee shall register the creditor’s rights.

During the |iquidation period, the liquidation conmmittee
shal | exercise the follow ng functions and powers:

MP157

(1) to sort out the Conpany’ s assets and prepare a bal ance
sheet and an inventory of assets respectively;

(2) to send notify the creditors or to publish public
announcemnents;

(3) to dispose of and liquidate any unfinished busi nesses of
t he Conpany;

(4) to pay all outstanding taxes;
(5) to settle clains and debts;

Eg) to deal with the surplus assets renmining after the
npany’ s debts have been repaid;

(7) to represent the Conpany in any civil proceedings.

After it has sorted out the Conpany’s assets and after it

has prepared the bal ance sheet and an inventory of assets, the
liquidation coomittee shall formulate a liquidation plan and
present it to a shareholders’ general neeting or to the

rel evant governing authority for confirmation.

MP158

The company’s assets shall be distributed in accordance wth
law or regulation. If there is no applicable |aw, such
distribution shall be carried out in accordance with a fair
and reasonabl e procedure determi ned by the |iquidation
committee.

Any surplus assets of the Conpany renmaining after its debts
have been repaid in accordance with the provisions of the
precedi ng paragraph shall be distributed to its sharehol ders
ﬂCfSrdlng to the class of shares and the proportion of shares
el d.
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Article 176

Article 177

Article 178.

Article 179.

During the |iquidation period, the Conmpany shall not conmence
any new business activities.

If after putting the Conpany’s assets in order and )
preparing a bal ance sheet and an inventory of assets in
connection with the Ilguldatlon of the Conpany, the
I'iquidation comm ttee discovers that the Cbnpanris assets are

insufficient to repay the Conpany’s debts in full, the
liquidation conmittee shall imrediately apply to the People’'s
Court for a declaration of insolvency.

MP159

After a Conpany is declared insolvent by a ruling of the
People’s Court, the liquidation conmttee shall transfer al
matters arising fromthe liquidation to the People' s Court.

Fol | owi ng the conpletion of the |iquidation, the

liquidation coimmittee shall prepare a Iiguidation report, a
statenment of income and expenses received and nade during the
I'iquidation period and a financial report, which shall be
verified by a Chinese registered accountant and submitted to
the sharehol ders’ general neeting or the rel evant governing
authority for confirmation.

MP160
The liquidation committee shall, within thirty (30) days after

such confirmation, submt the documents referred to in the
precedi ng Paragraph to the conpanies registration authority
y

and apﬁl or cancel |l ation of reglstratlon of the Conpany, and
publish a public announcenent relating to the terninatioh of
t he Conpany.

CHAPTER 22: PROCEDURES FOR AMENDMENT
OF THE COVPANY' S ARTI CLES OF ASSCCI ATI ON

The Company may amend its Articles of Association in
accordance with the requirements of |aws, administrative
regul ati ons and the Conpany’s Articles of Association

MP161

The ConPany’s Articles of Association shall be anmended in
the foll ow ng nmanner:

E%) The Directors shall propose the manner in which the
npany’'s Article of Association shall be anended;

(2) The foregoing proposal shall be furnished to the
sharehohders in witing and a sharehol ders’ neeting shall be
convene

(3) The amendments shall be approved_b% votes representing
nore than two-thirds of the voting rights represented by the
sharehol ders present at the neeting.
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Article 180.

Article 181

Amendrment of the Conpany’s Articles of Association which

i nvol ve the contents of the Mandatory Provisions of
Overseas-Li sted Conpanies’ Articles of Association (signed by
the Securities Commttee of the State Council and the Econom c
Reform Conmittee of the State on 27 August 1994) ("Nhndatorr
Provi sions") shall becone effective upon recei pt of approvals
fromthe securities authority of the State Council and the
conpani es approvi ng departnment authorised by the State
Council. If there 1s any change relating to the registered
particul ars of the Conpany, application shall be made for
change in registration in accordance with | aw.

MP162
CHAPTER 23: DI SPUTE RESOLUTI ON

The Company shall abide by the followi ng principles for
di spute resol ution

MP163

(1) Whenever any disputes or clains arise between: hol ders of
the Overseas-Listed Foreign-lnvested Shares and the Company;
hol ders of the Overseas-Listed Foreign-lnvested Shares and the
Conpany’s directors, supervisors, general manager, senior
deputy general managers, deputy general managers, financia
control F'er or other senior officers; or holders of the
Overseas-Li sted Forei gn-Invested Shares and hol ders of

) Donesti c-1nvested Shares, in respect of any

rights or obllﬂatlons arising fromthese Articles of
Associ ati on, the Conpany Law or any rights or ob!lﬁatlons
conferred or inposed by the Conpany Law and speci a

regul ations (including other relevant |aws) or any other
relevant | aws and adm ni strative regulatlonslconcernlng t he
affairs of the Conpany, such disputes or clains shall be
referred by the relevant parties to arbitration

Where a dispute or claimof rights referred to in the
precedi ng paragraph is referred to arbitration, the entire
claimor dispute nust be referred to arbitration, and all
persons who have a cause of action based on the sane facts
giving rise to the dispute or claimor whose participation is
necessary for the resol ution of such dispute or claim shall
where such person is the Conpany, the Conpany’s sharehol ders,
directors, supervisors, general manager, senior deputy genera
nanagers,.deput¥.general managers, financial controller or
other senior officers of the npany, conply with the
arbitration.

C. 11 Zheng Jian Hai Han [1995] No. 1

Di sputes in respect of the definition of
sharehol ders and disputes in relation to the register of
sharehol ders need not be resolved by arbitration

(2) A claimant naY elect for arbitration to be carried out at
either the China International Econom c and Trade Arbitration
Conmi ssion 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
orbplair1to arbitration, the other party nust submit to the
arbitra
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Article 182

Article 183.

Article 184.

Article 185.

Article 186

body el ected by the cl ai mant.

If aclaimant elects for arbitration to be
carried out at Hong Kong International Arbitration Centre, any
party to the dispute or clai mnmay aﬁpIK for a hearing to take
pl ace in Shenzhen in accordance with the Securities
égbitration Rul es of the Hong Kong International Arbitration
ntre.

(3L_If any disputes or clains of rights are settled bx_may of
arbitration in accordance w th sub-paragraph (1) of this
Article, the laws of the PRC shall apply, save as otherw se
provided in the laws and admi ni strative regul ati ons.

(4) The award of an arbitral body shall be final and
concl usive and binding on all parties.

CHAPTER 24: NOTI CE

Unl ess ot herwi se provided, the Conpany shall, where it is
maki ng a public announcenent in the prescribed or approved
manner, issue or deliver any notice or announcement In at

| east one (1) national newspaper which has been appointed by
the securities authority of the State Council. And, where
possi bl e, to publish such notice or announcenent in English
and in Chinese on the same day in a nejor Chinese and a major
Engl i sh newspaper in Hong Kong respectively.

Unl ess ot herwi se provided in these Articles of

Associ ation, notices, information or witten statenment issued
by the Cbnpanr to hol ders of Overseas-listed shares shall be
personal ly delivered to the registered address of each of such
sharehol ders, or sent by mail to each of such sharehol ders.

Notices to be issued to holders of Domestic-invested shares
shal | have to be released in an% one or nore newspapers
aPPO|nted by the securities authority of the State Council,
a hol ders of Donestic-invested shares shall be deened to
have recei ved such notices once they are published.

All notices which are to be sent by mail shall be clearly
addressed, postage pre-paid, and shall be put in envel opes
before being posted by mail. Such letters of notice shall be
deened to have been received by sharehol ders five (5) days
after the date of despatch

Any notices, document, information or witten statenent
fromthe sharehol ders or directors to the Conpany shall be
delivered personally or sent by registered mail to the | ega
address of the Conpany.

Shar ehol ders or directors of the Conpany who want to )
prove that certain notices, docunents, information or witten
statenents have been sent to the
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Article 187

Article 188.

Company shall provide evidential materials showi ng that such
noti ces, docunents, information or witten statenents have
been sent to the Cbnpanr by norrmal nethods wi thin designated
tinmes, and that the nmailing address is correct and the postage
is fully paid.

CHAPTER 25: SUPPLEMENTARY

In these Articles of Association, references to )
"accountancy firm' shall have the sane neaning as "auditors".

The Company’'s Articles of Association are witten in

Chi nese 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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ARTI CLES OF ASSCCI ATI ON COF
PETROCH NA COVPANY LI M TED

(Approved by Sharehol ders’ Special Resol utions on 3 Decenber 1999
Amended by Sharehol ders’ Special Resolutions on 10 March 2000
Amended by Resol utions of the Fifth hbetlng of the First Board of Directors
on 30 May 2000 )
Anmended by Sharehol ders’ Special Resolutions on 8 June 2001
Amrended by Sharehol ders’ Special Resolution on 26 May 2005
Amended by Resol utions of the Nbitlng ogogge Speci al Board Committee on 31
ugust
Anended by Shar ehol ders’ Spegial Resol ution on 1 Novenber 2006
Amended by Resolutions of the Meeting of the Special Board Conmittee on 17
) Sept enber 2007 )
Amended by Sharehol ders’ Special Resolutions at the 2007 annual general neeting
on 15 May 2008)

CHAPTER 1: GENERAL PROVI SI ONS

Article 1. The Company is a Loint stock limted conpany established in
accordance with the Conpany Law of the People’s Republic of China
&Lhe Conpany Law), Securities Law of the People’ s Republic of
ina, State Council’s Speci al Re?ulatlons Regardi ng the |ssue of
Shares Overseas and the Listing of Shares Overseas by Conpanies
Lim ted by Shares (the Special Regul ations) and other relevant |aws
and regul ati ons of the State.

The Conmpany was established by way of promotion with the apgroval

of the State Econonic and Trade Conmi ssion of the People’ s Republic
of China on 25 Cctober 1999, as evidenced by approval document Guo
Jing Mbo Q Gai [1999] no. 1024 of 1999. It is registered with and
has obtai ned a business licence fromthe State Adnministration
Bureau of Industry and Commerce on 5 Novenber 1999. The Conpany’s
busi ness |icence nunber is: 1000001003252

The pronoter of the Company is: China National Petrol eum
Cor por ati on.

Article 2. The Conmpany’s registered Chinese nane: (Chinese Character)
The Conpany’s regi stered English nanme: PetroChi na Conpany Limted.

Article 3. The Conmpany’s address: 16 Andelu )
Dongcheng Di strict

Bei]ing

Chi na
Tel ephone nunber: 010- 84886270
Facsi m | e nunber: 010- 84886260
Post al code: 100011

Article 4. The Company’s |egal representative is the Chairman of the board of
directors of the Conpany.
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Article 5.

Article 6.

Article 7

Article 8.

Article 9.

The Company is a joint stock linited conpany whi ch has perpetua
exi st ence.

Al'l assets of the Canany are divided into shares of equal val ue.
The sharehol ders shall be liable to the Conpany to the extent of

t he shares they subscribed for. The Conpany shall be liable for its
debts to the extent of all of its assets.

The Company’'s Articles of Association shall take effect fromthe
date of establishnent of the Conpany.

From the date on which the Conpany’s Articles of Association come
into effect, the Conpany’s Articles of Association constitute the
| egal | y binding docunent regul ating the Conpany’'s organi sation and
activities, and the rights and obligations between the Conmpany and
each sharehol der and anong the sharehol ders inter se

The Company’s Articles of Association are binding on the Conpany
and its sharehol ders, directors, supervisors, president, senior
vice presidents, vice presidents, chief financial officer and other
senior officers of the Conpany; all of whom may, according to the
Company’s Articles of Association, assert rights in respect of the
affairs of the Conpany.

A sharehol der may take |egal action against the Conpany pursuant to
the Company’s Articles of Association, and the Conpany may take

| egal action against its shareholders, directors, supervisors,
president, senior vice presidents, vice presidents, chief financial
of ficer and other senior officers. A shareholder may al so take

| egal action agai nst another sharehol der pursuant to the Conpany’s
Articles of Association. A shareholder can take |egal action

agai nst the directors, supervisors, president, senior vice
presidents, vice presidents, chief financial officer and other
senior officers of the Conpany pursuant to the Conpany’s Articles
of Associ ation.

The actions referred to in the precedi ng paragraph include court
proceedi ngs and arbitration proceedi ngs.

The Conpany may invest in other enterprises; however, except as
sti pul at ed ot herw se b¥ law, it may not becone an investor that
bears joint liability for the debts of the enterprise in which it
i nvests.

CHAPTER 2: THE COVPANY’ S OBJECTI VES AND
SCOPE COF BUSI NESS

The Conpany’s objectives are:

To comply with the rules of the nmarket; To continue to explore the
nodes of business operation which are suitable for the Conpany; To
fully utilise every resource of the Conpany; To place enphasis on
the training of its enployees and technol ogi cal devel opnment; To
provide the society with
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Article 10.

products which are conpetitive; To use its best endeavours to
mexinmise its profits.

The Conpany’s scope of business includes:

Li censed 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 chemnicals; the
sal e of food (including food and beverages, but limted to branches
with health perm ssion certificate); the sale of tobacco (but
limted to branches with tobacco franchised retailing license). The
scope and termof |icensed business shall be consistent with and
subject to the relevant permi ssion certificate and |icense.

General business: the production and sale of refined oil,
petrochem cal and chem cal products; inport and export; the
construction and operation of oil and natural gas pipelines; the
techni cal devel opnent, consultation and service for oil exploration
and petrochenistry and related engineering; the sale of materials,
equi prent and machi nes necessary for production and construction of
oil and gas, petrochenicals and pipelines; the sale of lubricating
oil, auto parts, comodities and agricultural materials; and the

| ease of prem ses, machines and equi prent.

The Company’s scope of business shall be consistent with and
subj ect to the scope of business aPproved by the authority
responsible for the registration of the Company.

The Conpany may, according to the demand in the donestic and
international narkets, the Conpany’s ability to develop, and the
requi renents of the Conpany’s business, adjust its scope of

busi ness in accordance with the [aws .

Subj ect to and in conpliance with | aws and adni nistrative

regul ations of the People’s Republic of China ("PRC'), the Conpany
has the power to raise and borrow noney, which power including
(without limtation) the borrowi ng of noney, the issue of
debentures, the pledging or nnrtgaglng of part or whole of the
Cbnpan%’s interests and to provi de guarantees of various forms for
the debts of third parties (including, without linitation
subsi di ari es or associ ated conpani es of the Conpany) in all types
of circumnstances.
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Article 11.

Article 12

Article 13.

Article 14.

CHAPTER 3: SHARES AND REG STERED CAPI TAL

There nmust, at all times, be ordinary shares in the Conpany.
SubLect to the approval of the conpanhi es approving department
authori sed by the State Council, the CananK may, according to its
requirenents, create different classes of shares.

The shares of the Cbnpan¥ shal |l be issued in accordance with the
princi pl es of openness, tairness and inﬁartialit . Each share of
the sane class shall carry the sane rights and the sane benefits.
Shares of the same class and the sane issue shall be issued on the
same ternms and at the sanme price. The price of each share
subscribed to by any organisation or individual shall be the sane.

The shares issued by the Conpany shall each have a par value of
Renni nbi one yuan. "Renmi nbi" neans the | egal currency of the PRC

Subj ect to the approval of the securities authoritY of the State
Counci |, the Conpany may issue shares to Domestic |nvestors and
Foreign I nvestors.

"Foreign Investors" mean those investors who subscribe for the
Conpany’s shares and who are |l ocated in foreign countries and in
the regi ons of Hong Kong, Macau and Taiwan. "Domestic |nvestors”
mean those investors who subscribe for the Conpany’s shares and who
are located within the territory of the PRC

Shares whi ch the Conpany issues to Donestic Investors for
subscription in Renmnbi shall be referred to as "Donestic-1nvested
Shares”. Shares which the Conpany issues to Foreign Investors for
subscription in foreign currencies shall be referred to as

"Forei gn-Invested Shares". Foreign-Ilnvested Shares which are |isted
overseas are called "Overseas-Listed Foreign-Invested Shares"

"Foreign currencies" nean the |egal tender of countries or regions
outside the PRC which are recogni zed by the foreign exchange )
authority of the State and which can be used to pay the share price
to the Conpany.

Donesti c-1 nvested Shares issued by the Conpany shall be referred to
as "A Shares", which are traded on the Shanghai Stock Exchange.
Overseas-Listed Foreign-lnvested Shares issued by the Conpany 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

St ock Exchange of Hong Kong Linmited (the "Hong Kong Stock
Exchange"), the par value of which is denom nated In Renmi nbi and
whi ch 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 Conmpany shall be held in central custody at the
Shanghai branch of China Securities D6ﬁ05|tory and C earln% )
Corporation Limted. The H Shares of the Conpany shall be held in
custody by the
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Article 15.

Article 16.

Article 17

aut hori sed depository compani es of Hong Kong Securities Clearing
Conpany Linited and may al so be held by shareholders in their own
nanes.

Fol | owi ng the apProvaI of the aﬁproying depart nent aut horised by
the State Council, the Conpany has issued a total of

183, 020, 977, 818 ordi nary shares, of which 161, 922,077, 818 Shares
are Donestic-lnvested Shares, which represents 88.47% of the
Company’s share capital, and 21, 098, 900, 000 shares are
Overseas-Listed Foreign-lnvested Shares, which represents 11.53% of
the Conpany’s share capital

Share Capital Mvenents of the Conpany:

The Conmpany issued 160, 000, 000, 000 shares to its pronoter upon its
i ncorporation in November 1999, which then represented 100% of the
Conpany’ s share capital

The Conpany issued 15, 824,176,000 H Shares at its initial public
offering in April 2000. The pronmoter sold 1,758, 242,000 shares of
the Conmpany held by it. The share capital structure of the Conpany
changed to conprising 175,824,176, 000 ordi nary shares, of whic

158, 241, 758, 000 shares, which represented approxi mately 90% of the
Company’s share capital, were held by the pronoter of the Conpany,
Chi na National Petrol eum Corporation; 17,582,418, 000 shares, which
represented 10% of the Conpany’s share capital, were held by the H
shares sharehol ders.

The Company pl aced 3,516, 482,000 H shares (including the sale by
the pronoter of the shares held by it, naneIY 287, 712, 182 NSSF
shares and 31, 968, 000 addi ti onal shares sold by the NSSF pursuant
to the exercise in full of the managers’ option) in Septenber 2005.
The share capital structure of the npany changed to conpri sing
179, 020,977, 818 ordi nary shares, of which 157,922,077, 818 common
shares, which represented approxi mately 88.21% of the Company’s
share capital, were held by the pronoter of the Conpany, China
Nat i onal Petrol eum Corporation; 21,098, 900,000 shares, which
represented apﬁrOX|nater 11. 79% of the Conpany’s share capital
were held by the H Shares sharehol ders.

The Conpany issued 4, 000, 000,000 A Shares in Cctober 2007. The
share capital structure of the Conpany changed to 183,020, 977, 818
ordi nary shares, of which 157,922,077, 818 shares representlng
aﬁprOX|nater 86.29% of the Conpany’s share capital, are held by
t he 8ronnter of the Conpany, China National Petrol eum Corporation
4, 000, 000, 000 shares representing approxi mately 2.18% of the
Company’'s share capital, are held by the hol ders of )
Donesti c-1 nvested Shares; 21, 098,900, 000 shares re resentlnP
aﬁprOX|nater 11.53% of the Conpany’s share capital, are held by
the H Shares sharehol ders.

The Company’s board of directors may take all necessary action for
the issuance of Overseas-Listed Foreign-Ilnvested Shares and
Donesti c-1nvested Shares after proposals for issuance of the same
Egve bFen approved by the securities authority of the State

unci | .
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Article 18.

Article 19.

Article 20.

Article 21.

The Company may inﬁlenent its proposal to issue Overseas-Listed
Forei gn- I nvested Shares and Donestic-Ilnvested Shares pursuant to
the preceding paragraph within fifteen (15) nonths fromthe date of
approval by the securities authority of the State Council

Where the total nunber of shares stated in the proposal for the

i ssuance of shares include Overseas-Listed Foreign-Invested Shares
and Donestic-lnvested 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 circunstances,
the shares may, subject to the approval of the securities authority
of the State Council, be issued I n separate branches.

The registered capital of the Conpany shall be RVB183, 020, 977, 818;
if the issued shares are redeened or new shares are issued, the

regi stered capital of the Conpany shall be adjusted accordingly,

and put on file with the compani es approvi ng department authorised
by the State Council and the securities regulatory authority of the
State Council.

The Company may, based on its operating and devel opment needs,
authorise the increase of its capital pursuant to the Conpany’s
Articles of Association

The Conpany may increase its capital in the foll ow ng ways
(1) by public offering of shares;

(2) by non-public offering of shares;

(3) by allotting bonus shares to its existing sharehol ders;
(4) by converting commn reserve fund into share capital

(5) by any other means which is stipulated by |aw and
admi ni strative reﬂulatlon and apProved by the securities regulatory
authority under the State Council.

After the Company’s increase of share capital by nmeans of the

i ssuance of new shares has been aPproved in accordance with the
provi sions of the Conpany’s Articles of Association, the issuance

t hereof should be made in accordance with the procedures set out in
the relevant | aws and adninistrative regul ations.

Unl ess otherwi se stipulated in the relevant |aws or administrative
regul ations, shares i1 n the Conpany shall be freely transferable and
are not subject to any lien.

Donesti c-1 nvested Shares and Overseas-Li sted Foreign-Invested
Shares shall be purchased, sold, donated, inherited and charged on
in accordance with the Chinese | aws and the Conpany’s Articles of
Associ ation. The transfer and transnission of the shares shall be
regi stered in accordance with the rel evant regul ati ons.
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Article 22.

Article 23.

Article 24.

The Conpany may not accept its own shares as the subject matter of
a pl edge.

The Conpany has tPe power to sell the shares of a sharehol der who

is untraceabl e,

(a) durin? a period of 12 years at least three tines dividends in
respect of the shares in question have becone payabl e and no
di vidend during that period has been clainmed; and

(b) on expiry of the 12 years the issuer gives notice of its
intention to sell the shares by way of an adverti senent approved by
the securities authority of the State Council, and notifies the
securities authority of the State Council and other rel evant
domestic and overseas securities regulatory conmttee of such

i ntention.

CHAPTER 4: REDUCTI ON OF CAPI TAL AND
REPURCHASE OF SHARES

According to the provisions of the Conpany’s Articles of
Associ ation, the Conpany nmay reduce its registered capital

The Company nust prepare a bal ance 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 Conpany’s resolution for reduction of capital and shal
publ i sh an announcenent 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 fromthe Conmpany 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 Conpany
éobrepay its debts or to provide a correspondi ng guarantee for such
ebt .

The Company’s registered capital may not, after the reduction in
capital, be less than the m ni num anobunt prescribed by |aw

The Conpany may, in accordance with the procedures set out in the
Company’'s Articles of Association and with the approval of the
rel evant governln? authority of the State, repurchase its issued
shares under the foll owi ng circunstances:

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

(2) nerging with another conpany that holds shares in the Conpany;
(3) granting the shares as an incentive to its enpl oyees;
(4) a sharehol der who objects to a resolution on the nerger or

di vision of the Conpany adopted at a sharehol ders’ general neeting
requests that the Conpany purchase that sharehol der”s shares
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Article 25.

Article 26

Article 27

(5) other circunstances pernitted by | aws and adm nistrative
regul ati ons.

Except for the above circunmstances, the Conpany shall not trade in
its own shares.

The Company may repurchase shares in one of the follow ng ways,
with the approval of the relevant governing authority of the State:

(1) b% naking a general offer for the repurchase of shares to al
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 neans
of an of f-market agreenent;

(4) any other nethods which is accepted by the securities
regul atory authority under the State Council

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

An agreenent for the reﬁurchase_shares referred to in the preceding
aragraph includes (without limtation) an agreement to become
i abl'e to repurchase shares or an agreenent to have the right to
repur chase shares.

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

specified in Items (1) to (3) of Article 24 of the Conpany’s
Articles of Association shall be approved by a resolution of
sharehol ders at a general neeting.

The repurchase by the Cbnpan{ of its own shares for a reason

If the Conpany 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 Conpany repurchases its shares
pursuant to Item (2) or Item (4) of Article 24, it shall transfer
or cancel such shares within six (6) nonths.

The nunber of the Conpany’s shares repurchased by the Conpany
pursuant to Item (3) of Article 24 shall not exceed five per cent

gS@@ of the total issued shares of the Cbnﬁany, and the funds used
or such repurchase shall be paid out of the Conpany’s after-tax
profits. The shares so repurchased shall be transferred to

enpl oyees within one (1) year
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Article 28.

The ag%re%gte par val ue of the cancelled shares shall be deducted
fromthe npany’s registered capital Provided that if the
accounting treatment on repurchase of shares of the Conpany in
accordance with applicabl e accounting principles and standards
provi des ot herw se, such accounting treatnent shall be adopted.

Unl ess the Conpany is in the course of liquidation, it nust conply
with the following provisions in relation to repurchase of its
i ssued shares:

(1) where the Conpany reEurchases shares at Bar val ue, paynent
shal | be made out of book surplus distributable profits of the
Conpany or out of proceeds of a new issue of shares made for that
pur pose;

(2) where the Conpany repurchases shares of the Conpany at a
premumto its par val ue, payment uP to the par value may be nmde
out of the book surplus distributable profits of the Conpany or out
of the proceeds of a new issue of shares made for that purpose.
PayPeF} of the portion in excess of the par value shall be effected
as foll ows:

(i) if the shares being repurchased were issued at Bar val ue,
paynent shall be nade out of the book surplus distributable profits
of the Conpany;

~(ii) if the shares being repurchased were issued at a prem um
to its par value, paynment shall be nade out of the book surplus
di stributable ﬁroflts of the Conpany or out of the proceeds of a
new i ssue of shares nade for that purpose, provided that the anount
pai d out of the proceeds of the new issue shall not exceed the
a?gregate amount = of ﬁren1uns recei ved by the Conpany on the issue
of the shares repurchased nor shall it exceed the book val ue of the
Conpany’s capital common reserve fund account (including the
prem unms on the new issue) at the tine of the repurchase;

Eg) the Conmpany shall nake the follow ng payments out of the
npany’s distributable profits:

(i) paynent 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% paynent 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
rel'evant provisions, the amount deducted fromthe distributable
rofits of the Conpany for paynent of the par val ue of shares which
ave been repurchased shall be transferred to the Conpany’s capita
comon reserve fund account.
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Article 29.

Article 30.

Article 31.

CHAPTER 5: FI NANCI AL ASSI STANCE FOR
ACQUI SI TI ON OF SHARES

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

The Company and its subsidiaries shall not, at any tine, provide
any formof financial assistance to the Obligor for the purposes of
reduci ng or discharging the obligations assuned by such person

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

For the purposes of this Chapter, "financial assistance" includes
(without linmtation) the follow ng:

(1) gift;

(2) guarantee (including the assunption of liability by the
guarantor or the PrOV|$|on of assets by the guarantor to secure the
perfornmance of obligations by the Obligor), conpensation (other

than conpensation in respect of the Conpany’s own default) or
rel ease or waiver of any rights;

(3?_proyision of loan or any other agreenent under which the
obligations of the Conpany are to be fulfilled before the

obl i gations of another party, or the change in parties to, or the
assi gnnent of rights under, such | oan or agreenent;

(4) anK other formof financial assistance given by the Conpany
when the Conpany is insolvent or has no net assets or when Its net
assets woul d thereby be reduced to a material extent.

For the purposes of this Chapter, "assunption of obligations"

i ncludes the assunption of obligations by way of contract or by way
of arrangenment (irrespective of whether such contract or
arrangenent is enforceable or not and irrespective of whether such
obligation is to be borne solely by the Gbligor or jointly with

ot her persons) or by any other neans which results 1n a change in
his financial position

The followi ng actions shall not be deemed to be activities
prohibited by Article 29 of this Chapter

gl) the provision of financial assistance by the Conpany where the
i nanci al assistance is given in good faith in the interests of the
Company, and the principal purpose of which is not for the

acqui sition of shares in the Company, or the giving of the
financial assistance is an incidental part of some |arger purpose
of the Conpany;
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Article 32.

Article 33.

Article 34.

(2) the lawful distribution of the Conpany’ s assets by way of
di vi dend;

(3) the allotment of bonus shares as dividends;

(4) a reduction of registered capital, a repurchase of shares of

the Company or a reorgani sation of the share capital structure of

kge Company effected I'n accordance with the Conpany’s Articles of
soci ati on;

(5) the lending of noney by the Company within its scope of
business and in the ordinary course of its business, ere the
Iendlng of nmoney is part of the scope of business of the Conpany
(provided that the net assets of the Conpany 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 Conpany to the enpl oyee share

owner shi p schenes (provided that the net assets of the Company are
not thereby reduced or that, to the extent that the assets are
thereb% reduced, the financial assistance is provided out of
distributable profits).

CHAPTER 6: SHARE CERTI FI CATES AND
REG STER OF SHAREHOLDERS

Share certificates of the Conpany shall be in registered form

The share certificate of the Conpany shall, aside frommatters
required b% the Company Law and the Special Regul ations, also
contain other matters required to be stated therein by the stock
exchange(s) on which the Conpany’s shares are |isted.

Share certificates of the Conpany shall be signed by the Chairnan
of the Conpany’s board of directors. \Were the stock exchange(s) on
whi ch the Conpany’s shares are |isted require other senior
officer(s) of the Conpany 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 Conpany. The share certificate shal
only be sealed with the Conpany’s seal under the authorisation of
the board of directors. The S|?natures of the Chairnan of the board
of directors or other senior officer(s) of the Conpany may be
printed in nechanical form

The Company shall keep a register of sharehol ders which shal
contain the followi ng particul ars:

(1) the nane (title) and address (residence), the occupation or
nature of each sharehol der;

(2) the class and quantity of shares held by each sharehol der
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Article 35.

Article 36

Article 37

(3? t he amount pai d-up on or agreed to be paid-up on the shares
hel d by each sharehol der

(4) the share certificate nunber(s) of the shares held by each
shar ehol der;

(

5) the date on which each person was entered in the register as a
shar ehol der;

(6) the date on which any sharehol der ceased to be a sharehol der

Unl ess there is evidence to the contrary, the register of
shar ehol ders shall be sufficient evidence of the sharehol ders
shar ehol di ngs in the Conpany.

The Conpany may, in accordance with the nutual understandi ng and
agreenents made between the securities authority of the State
Counci | and overseas securities regulator{ organi sations, maintain
the register of sharehol ders of Overseas-Listed Foreign-Invested
Shar es overseas and appoi nt overseas agent(s) to nanage such

regi ster of sharehol ders. The original register of sharehol ders for
hol'ders of H Shares shall be nmintained in Hong Kong.

A duplicate register of shareholders for the hol ders of

Over seas-Li sted Foreign-lnvested Shares shall be maintained at the
Company’ s residence. The appoi nted overseas agent(s) shall ensure
consi stency between the original and the duplicate register of
sharehol ders for the hol ders of Overseas-Listed Foreign-Invested
Shares at all tinmnes.

If there is any inconsistency between the original and the
duplicate register of shareholders for the holders of
CNerse?s-Llsted Forei gn-I nvested Shares, the original shal
prevail .

The Company shall have a conpl ete register of sharehol ders which
shal | conprise the follow ng parts

E%) the register of shareholders which is maintained at the
npang’s resi dence (other than those share registers which are
described in sub-paragraphs (2) and (3) of this Article);

85) the register of shareholders in respect of the holders of
erseas-Listed Foreign-lnvested Shares of the Conpany which is
mai ntai ned in the sane place as the overseas stock exchange on
whi ch the shares are |isted; and

(3) the register of sharehol ders which are maintained in such other
pl ace as the board of directors may consider necessary for the
pur poses of the listing of the Conpany’s shares.

Different parts of the register of shareholders shall not overlap
No transfer of any shares registered in any part of the register
shal |, during the continuance of that registration, be registered
in any other part of the register.
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Article 38.

Article 39.

Arendnents or rectification of the register of sharehol ders shal
be made in accordance with the |aws of the place where the register
of sharehol ders is maintained.

Al'l Overseas-Listed Foreign-Ilnvested Shares shall be transferred by
instrunent in witing in any usual or common formor any other form
which the directors na% aﬁprove: The instrument of transfer of any
share may be executed by hand without seal. If the shareholder is a
recogni sed cl earing house or its nom nee defined by the Securities
and Futures O dinance (Chapter 571 of the Laws of ng Kong), the
share transfer form my be executed by hand or in
mechani cal | y-printed form

Al'l Overseas-Listed Foreign—lnvested Shares listed in Hong Kong
whi ch have been fully paid-up may be freely transferred in
accordance with the Conpany’s Articles of Association. However,

unl ess such transfer conplies with the follow ng requirenents, the
board of directors may refuse to recognize any I nstrunment 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
anmount as the board of directors may fromtime to time require but
not exceedi ng than the anobunt agreed fromtinme to tinme by the Rules
Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limted has been paid to the Conpany for registration of the
instrunent of transfer and other documents relating to or which
will affect the right of ownership of the shares;

&2) the instrunment of transfer only relates to Foreign-Listed
oreign-lnvested Shares listed in ng Kong;

(3) the stanp duty which is chargeable on the instrunment of
transfer has al ready 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
?mner?h)the maxi mum nunber of joint owners shall not be nore than
our ;

(6) the Conpany does not have any lien on the rel evant shares.

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

No change may be nade 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 neeting 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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Article 40.

Article 41.

Article 42.

sharehol ders shall conply with applicable PRC | aws and regul ati ons.

When the Conpany convenes a sharehol ders’ meeting, distributes

di vidends, is liquidated or undertakes any other acts which
requires determnation of rights attaching to shares in the
Conpany, the board of directors or the convener of the

sharehol ders’ neeting shall decide on a date for the registration
of rights attaching to shares in the Conpany. The sharehol ders of
the Conpany shall be such persons who appear in the register of
sharehol ders at the close of such registration date.

Any Person aggrieved and claining to be entitled to have his name
(title) entered in or renoved fromthe regi ster of sharehol ders nay
apply to a court of conpetent jurisdiction for rectification of the
register.

Any person who is a registered sharehol der or who requests his nane
be entered in the register of shareholders in respect of shares in
the Conpany may, if his share certificate (the "origina
certificate") relating to the shares is |ost, apPIy to the Conpany
for a replacenent share certificate in respect of such shares (the
"Rel evant Shares").

Application by a hol der of Donestic-Invested Shares, who has | ost
his share certificate, for a replacenent share certificate shall be
dealt with in accordance with Article 144 of the Conpany Law.

Application by a holder of Overseas-Listed Foreign Shares, who has
| ost his share certificate, for a replacenent share certificate nmay
be dealt with in accordance with the |aw of the place where the
original register of sharehol ders of hol ders of Overseas-Listed
Forei gn-I nvested Shares is maintained, the rules of the stock
exchange or other relevant regul ations.

The issue of a replacenment share certificate to a hol der of
H Shares, who has lost his share certificate, shall conmply with the
foll owi ng requirements

(1) The applicant shall submit an application to the Conpany in a
prescri bed form acconpanied by a notarial certificate or a
statutory declaration (i) stating the grounds upon which the
application is made and the circunstances and evi dence of the |oss;
and (ii) declarin% that no ot her ﬁerson is entitled to have his
nane entered in the register of shareholders in respect of the

Rel evant Shar es.

(ZL The Conpany has not received any decl arati on nade b% any person
other than the applicant declaring that his nane shall be entered
into the register of shareholders in respect of such shares before
it decides to issue a replacenment 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 |east
once every thirty (30) days within a period of ninety (90L
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
i ssue a
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Article 43.

Article 44.

Article 45.

repl acenent 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 prenises
of the stock exchange. Such notice shall be displayed in the
preni ses of the stock exchange for a period of ninety (90) days.

In the case of an application which is made w thout the consent of
the registered hol der of the Rel evant Shares, the Conpany shall
deliver by mail to such registered sharehol der 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 Conpany has not have
recetved any objections fromany person in respect of the issuance
of the replacenent share certificate, it may issue a replacenent
share certificate to the applicant pursuant to his application

(6) Where the Conpany issues a replacenent share certificate
pursuant to this Article, it shall forthwith cancel the origina
share certificate and docunent the cancellation of the origina
share certificate and issuance of a replacenent share certificate
in the register of sharehol ders accordi ngly.

(7) Al expenses relating to the cancellation of an original share
certificate and the issuance of a replacenment share certificate
shal |l be borne by the applicant and the Conpany is entitled to
refuse to take any action until reasonable security is provided by
the applicant therefor.

Where the Company issues a replacenent share certificate pursuant

to the Conpany’'s Articles of Association and a bona fide purchaser
acquires or beconmes the regi stered owner of such shares, his nanme
(title) shall not be renpbved fromthe register of sharehol ders

The Conpany shall not be liable for an¥ damages sustai ned by any
person by reason of the cancellation of the original share
certificate or the issuance of the replacenent share certificate
unl ess the claimant is able to prove that the Conpany has acted in
a deceitful manner.

Shares held by the pronoter of the Conpany may not be transferred
wi thin one (1) year of the date of incorporation of the Company.
Shar es i ssued bg 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 Conpany the shares in the Conpan
hel d by hi m her and any change thereof, and during his/her termo
office may not in each year transfer nore than tment¥—f|ve per cent
(25% of the shares in the Conpany held by him her. The shares held
by the aforenentioned person may not be transferred within one (1)
year of the date of listing of the Company’s shares. The

af orenenti oned person may not transfer the shares in the Conpany
held by himher within six (6) nonths after he/she |eaves office,
except for
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Article 46.

Article 47.

changes in his/her shares as a result of %udicial enf or cenent,
successi on, bequest, or legal partition of property.

Where a director, supervisor, president, senior vice president,
vice president, chier financial officer and other senior officer of
t he Conmpany hol ds not nore than one thousand (1,000) shares of the
Conpany, he/she may transfer all of the shares at a tinme and shal
not be subject to the limtation on transfer percentage specified
in the precedi ng paragraph

If a director, supervisor, president, senior vice president, vice
president, chief financial officer and other senior officer of the
CbnpanK, or the sharehol der of Domestic-Invested Shares who hol ds
nore than five per cent (5% of the shares of the Conpany, sells
his shares in the Conpany wthin six §6) mont hs of acquiring the
same, or buys within six (GL months of selling his shares in the
Company, the gains arisen therefromshall belong to the Conpany and
the board of directors of the Conpany shall recover such gains from
hi mMher/it and make tinely disclosure of the relevant
circunstances. However, a securities conpany that acquires nore
than five per cent (5% of the shares in the Conpany as a result of
its underwiting commtnent to purchase unsold shares shall not be
subject to the six (6) month time limt when selling such shares.

If the board of directors of the Conpany fails to act in accordance
with the preceding para?raph, sharehol ders shall have the right to
demand that the board of directors act accordingly within thirty
(SOL_days. If the board of directors of the Conpany fails to act
within the said time period, shareholders shall have the right, in
the interests of the Conpany, to directly initiate proceedings in
the court in their own nane.

If the board of directors of the Conpany fails to act in accordance
with the first paragraph of this Article, the responsible directors
shall be jointly liable according to | aw.

CHAPTER 7: SHAREHOLDERS' RI GHTS AND
OBLI GATI ONS

A sharehol der of the Conpany is a Perspn who |awful ly hol ds shares
in the Conmpany and whose nanme (title) is entered in the register of
shar ehol ders. A sharehol der shall enjoy rights and assune
obligations according to the class and anmount of shares held by
hi m sharehol ders who hold shares of the same class shall enjoy the
same rights and assune the sanme obligations.

In the case of the joint shareholders, if one of the joint

shar ehol ders i s deceased, onlg the ot her existing sharehol ders of
the joint sharehol ders shall be deened as the persons who have the
ownershi p of the relevant shares. But the board of directors has
the power to require themto provide a certificate of death as
necessary for the purpose of nodifying the register of

shar ehol ders, or any of the joint shareholders of the shares, only
the joint shareholders ranking first in the register of

shar ehol ders_have the right to accept certificates of the relevant
shares, receive notices of the Conpany, attend and vote at )
sharehol ders’ general neetings of the Conpany. Any notice which is
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delivered to the sharehol der shall be considered as all the joint
sharehol ders of the rel evant shares who have been delivered

Thehordinary sharehol ders of the Conpany shall enjoy the follow ng
rights:

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

(2) the right to request, convene, preside over, attend or appoint
a proxy to attend sharehol ders’ general neetings and to vote
thereat in accordance with | aws;

(3) the right of supervisory managenent over the Conpany’s busi ness
operations and the right to present proposals or to raise queries;

(4) the right to transfer, donate or pledge shares in accordance
with | aws, administrative regulations and provisions of the
Conpany’s Articles of Association

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

gg) the right to obtain a copy of the Conpany’s Articles of
soci ation, subject to paynent of costs;

(ii) the right to inspect and copy, subject to paynent of a
reasonabl e fee:

(a) all parts of the register of sharehol ders;

(b) personal particulars of each of the Conpany’s
directors, supervisors, president, senior vice
presidents, vice presidents, chief financial officer
and ot her senior officers, including:

(aa) present and forner name and ali as;
(bb) principal address (place of residence);
(cc) nationality;

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

(ee) identification docunents and the nunbers
t her eof .

(c) financial report;

(d) report on the status of the Conpany’s share capital
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Article 50.

(e) reports showi ng the aggregate par value, quantity,
hi ghest and | owest price paid In respect of each
class of shares repurchased by the Conpany since the
end of the |ast accounting ¥ear and the aggregate
anount paid by the Conpany for this purpose;

(f) special resolutions passed at the sharehol ders
neeti ng;

(g) a copy of the latest annual return filed with the
Adnmini stration for Industry and Commence or ot her
conpetent PRC authority;

(h) mnutes of sharehol ders’ general neetings;

(i) ~counterfoil of corporate bonds, resolutions of the
nmeetings of the board of directors and resol utions
of the neetings of the supervisory comittee;

(6) in the event of the termination or |iquidation of the Cbnpan¥,
the right to participate in the distribution of surplus assets o
the Conpany in accordance with the nunber of shares held;

(7) the right to request the Canany to purchase the shares held by
that sharehol der if such sharehol der objects to a resolution of the
sharehol ders’ general neeting on the nerger or division of the
Company;

(8) other rights conferred by | aws, administrative regul ations and
the Conpany’s Articles of Association

The Company shall make avail abl e the above nmentioned docunents at
its anP Kong representative office for inspection by the
sharehol ders and in respect of the docunents mentioned in
sub-section (5)(ii)(a),(c)-(g) above, by the public.

A sharehol der requesting for inspection of information or access to
materials referred to in the preceding Article shall produce to the
CbnpanK written docunents evidencing the class and nunber of shares
that the sharehol der holds. The Conpany shall provide such
information and materials as requested by the sharehol der after
confirmng the identity of the sharehol der

If the content of a resolution of a sharehol ders’ general neeting
or the board of directors violates any |laws or admnistrative
regul ations, a shareholder has the right to file a petition with
the court to invalidate the resolution

If the procedure for convening or the nmethod of voting at a
sharehol ders’ general neeting or a neeting of the board of
directors violates any |laws, adnministrative regulations or the
Conpany’s Articles of Association, or if the contents of a
resol uti on breaches the Company’s Articles of Association, a
shar ehol der na% file a petition with the court to revoke the
resolution within sixty (60) days fromthe date on which the
resol uti on was passed.
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Article 52

Article 53.

If a director, president, senior vice president, vice president,
chief financial officer or anY other senior officer has violated
any | aws, administrative re?u ations or the Conmpany’'s Articles of
Associ ation in the course o ﬁerforn1ng his or her duties to the
Company, and thereby caused the Company to incur a loss, a

shar ehol der or sharehol ders who individually or jointly hold nore
than one per cent (1% of the Conpany’s shares for nmore than one
hundred and ei ghty (180) consecutive days may request in witing
the supervisory comittee to initiate proceedings in the court. |f
the supervisory committee has violated the |aws, administrative
regul ations or the Articles of Association in the course of
performng its duties to the Canany, and t hereby caused the
Company to incur a |oss, shareholder(s) may request in witing the
bﬁard ?f directors to initiate proceedings in the court in respect
t her eof .

If the supervisory comittee or the board of directors refuse to
initiate proceedings after recelﬁt of a witten request fromthe
sharehol der(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 circunstances where failure to
pronptly woul d cause possibly irreparable harmto the Conpany’s
Interests, the shareholders nentioned in the precedi ng paragraph
are entitled to directly initiate proceedings in the court In their
own nane in the interests of the Conpany.

If any third Party infringgs the lawful rights of the Conpany and
has caused a |l oss to the Conpany, the sharehol ders mentioned in the
first paragraph of this Article may initiate proceedings in the
court according to the provisions of the two precedi ng paragraphs.

If a director, president, senior vice president, vice president,
chief financial officer and other senior officer violate |aws,

adm ni strative regulations or the Cbnﬁany’s Articles of Association
and prejudices the interests of the sharehol ders of the Conpany,
tﬂe sh?reholders may initiate proceedings in the court in respect

t her eof .

The ordi nary sharehol ders of the Conpany shall assune the foll ow ng
obl i gati ons:

(1) to conply with the Conpany’s Articles of Association

(ZL to pay subscription nonies according to the nunmber of shares
subscri bed and the nethod of subscription

(3) not to withdraw his share capital unless required by |aws or
admi ni strative regul ations;
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Article 55.

(4) not to abuse their shareholders’ rights to harmthe Company’s
or other shareholders’ interests; not to abuse the Conpany’s |ega
person status or his linmted liability as a shareholder to harmthe
Interests of the Conpany’s creditors. If a sharehol der abuses its
sharehol der rights and causes a | oss to the Conpany or other
sharehol ders, he shall be held Iiable for damages in accordance
with the law. If a sharehol der abuses the Conpany’s |egal person
status or his limted liability as a sharehol der to evade and
repudi ate debts, thereby seriously harming the interests of the
Conpany’s creditors, he shall bear joint and several liability for
the debts of the Conpany;

(5) other obligations inposed by |aws, administrative regul ati ons
and the Conpany’'s Articles of Association

Shar ehol ders 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

In addition to the obligations inposed by |aws and adninistrative
regul ations or required by the listing rules of the stock exchange
on which the Cbnpan¥’s shares are listed, a controlling sharehol der
(as such termis defined in the following Article) shall not
exercise his voting rights in respect of the following matters in a
manner Prejud|C|aI to the interests of all or part of the

shar ehol ders of the Conpany:

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

(2) to aBprove 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 (wthout limnitation)
opportunities which are beneficial to the Conpany;

(3) to aBprove the expropriation by a director or supervisor (for
his own benefit or for the benefit of another person?.of t he

i ndi vi dual rights of other shareholders, including (W thout
limtation) rights to distributions and voting rights (save in a
conpany restructuring which has been_aﬁproved by the sharehol ders
in a general meeting in accordance with the Conpany’s Articles of
Assocl ation).

For the purpose of the foregoing Article, a "controlling )
shaaehplder' means a person who satisfies any one of the foll ow ng
condi tions:

(1) a person who, acting alone or in concert with others, has the
power to elect nore 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 nore of the
voting rights in the Conpany;
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Article 57

Article 58.

Article 59.

83) a person who, acting alone or in concert with others, holds 30
Yoor nore of the issued and outstandi ng shares of the Conpany;

§4) a person who, acting alone or in concert with others, has de
acto control of the Conpany in any other way.

Any shar ehol der who holds nmore than five per cent (5% of the

voting Donmestic-Invested Shares of the Conpany pledges the shares
he hol'ds shall report in mwitinP to the Cbnﬁany on the date on

whi ch the pl edge happens. Aﬂg pl'edge of H Shares shall be made in
accordance with applicable ng Kong | aws, stock exchange rul es and
other rel evant regul ati ons.

The control ling sharehol der and the de facto controller of the
CbnpanK shal | not take advantage of his affiliated relationship to
harmthe interests of the Cbnpan%, and shall be held |liable for
damages if he causes a loss to the Conpany in violation of the
precedi ng provisions.

The control ling sharehol der and the de facto controller of the
Company shall bear the fiduciary duty to the Conpany and the

shar ehol ders who hold the shares issued to the public. The
controlling sharehol der shall exercise his rights as an investor
strictly accordlnﬂ to laws. It shall not harmthe |lawful rights of
the Company and the sharehol ders of shares issued to the public by
way of profit distribution, assets restructuring, investnent in any
third Party, engrossi ng funds, |oan security or any other ways. The
controlling sharehol der shall not harmthe interests of the Conpany
or the sharehol ders of shares issued to the public by taking
advantage of his controlling status.

CHAPTER 8: SHAREHOLDERS' GENERAL
MEETI NGS

The sharehol ders’ general neeting is the organ of authority of the
Cpnﬁary and shall exercise its functions and powers in accordance
Wit aw.

The sharehol ders’ general neeting shall have the foll ow ng
functions and powers:

(ﬁ) to decide on the Conpany’s operational policies and investnent
pl ans;

(2? to elect and replace directors and to decide on matters
relating to the renuneration of directors;

(3) to elect and repl ace suPeryisors who represent the sharehol ders
and to decide on matters relating to the renuneration of

supervi sors

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

(5) to exanine and approve the supervisory committee’'s reports;
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(6) to exami ne and approve the Company’'s proposed annual financi al
budget and final accounts;

(7) to exani ne and approve the Conpany’'s annual profit distribution
pl ans and | oss recovery pl ans;

(8) to decide on the increase or reduction of the Conpany’s
regi stered capital

(9) to decide on matters such as merger, division, dissolution
I'i quidati on of the Company, or changes in the form of the Company;

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

(11) to decide on the aﬁpointnent, di sm ssal or non-reappoi nt nent
of the accountants of the Conpany;

(12) to anend the Conpany’s Articles of Association

(13) to consider notions raised by sharehol ders who represent three
per cent (3 % or nore of the total nunber of voting shares of the
Company;

(14) to exanine and apProve the security-related matters that are
subj ect to the approval of shareholders in general neetings
according to laws, administrative regulations or the Conpany’s
Articles of Association

(15L.to examne the matters of purchase and/or sale by the Conpany
wi t hin one year of significant assets exceeding thirty per cent
(309 of the latest audited total assets of the Company;

§16é to exani ne and approve the change of the use of the raised
unds;

(17) to examine stock incentive plans;

(18) to decide on other matters which, according to | aws,
adm ni strative regul ations or the Cbnﬁany’s Articles of
Associ ati on, need to be approved by sharehol ders in genera
nmeet i ngs.

The sharehol ders in a general neeting na% aut hori se the board of
directors to carry out matters on their behalf or which they naY
sub-del egate to the board of directors. Such authorization shall be
clear and specific. An ordinary resolution of the sharehol ders
Peneral_neetlng must be Eassed by affirmative votes representing at
east fifty per cent (50 of the voting rights represented by the
sharehol ders (including sharehol ders’ proxies) present at the
meeting. A special resolution of sharehol ders eneral neeting nust
be passed by affirmative votes representin% at least two-thirds of
the voting rights represented by the sharehol ders (i ncluding
sharehol ders’ proxi es) present at the neeting.

The Conpany’s following activities of providing security for a

third Party shal | be exani ned and approved by the sharehol ders
general neeting.
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Article 62.

&%) Any security provided after the total ampbunt secured by the
npany and its controlled subsidiaries for third parties reaches
or exceeds fifty per cent (50% of the latest audited net assets of
t he Conpany;

Eg) Any security provided after the total anount secured by the
npany for third parties reaches or exceeds thirty per cent (30%
of the latest audited total assets of the Conpany;

(3) Any security provided for the beneficiary whose debt to asset
rati o exceeds seventy per cent (70%;

(4) Any secured ampbunt of one single security which exceeds ten per
cent (10% of the latest audited net assets;

(5) Any security provided for a sharehol der, de facto controller
and their affiliated parties.

The Company shall not, wi thout the prior approval of sharehol ders
special resolutions in a general neeting, enter into any contract
wth any person (other than a director, supervisor, president,

seni or vice president, vice president, chief financial officer or
other senior officer) whereby the Conmpany del egates such person to
t he managenent and administration of the whole or any substantia
part of the Conpany’s business.

Shar ehol ders’ general neetings are divided into annual genera
nmeeti ngs and extraordinary general nmeeti ngs. Sharehol ders’ Penera
nmeetings shall be convened by the board of directors. Annua
eneral neetings are held once every year and within six (6) nonths
romthe end of the recedinP financial year. The sharehol ders
general neetings shall be held at a neeting place in the formof on
site nmeeting. The Conpany may use the network or any other neans
for its shareholders to conveniently ﬁarticipate in the
sharehol ders’ general neetings. The sharehol ders that participate
t he sharehol ders’ general neeting by any aforesaid neans shall be
regarded as having attended the neeting.

The board of directors shall convene an extraordinary genera
nmeeting within two (2) nonths of the occurrence of any one of the
foll owm ng events:

(1) where the nunber of directors is |ess than the nunber o
stipulated in the Conpany Law or two-thirds of the nunber specified
in the Conpany’s Articles of Association

(2) where the unrecovered | osses of the Conpany anount to one-third
of the total anbunt of its share capital

(3) where sharehol der(s) who individually or jointly holds 10 % or
nore of the Conpany’s issued and outstanding voting shares
request(s) in witing for the convening of an extraordinary genera
neeti ng;
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Article 64.

Article 65.

Article 66

(4) whenever the board of directors deens necessary or the
supervisory conmittee so requests;

(5) other circunstances specified in |aws, adninistrative
regul ati ons, departmental regulations or the Conpany’ s Articles of
Associ ati on.

When t he Conpany convenes a sharehol ders’ general neeting, witten
noti ce of the neeting shall be given forty-five (45) days before
the date of the neeting to notity all of the sharehol ders whose
names appear in the share register of the matters to be considered
and the date and place of the neeting. A shareholder who intends to
attend the nmeeting shall deliver to the Conpany his witten reply
concerning his attendance at such neeting twenty (20) days before
the date of the neeting.

When t he CbnpanK convenes a sharehol ders’ annual general neeting,
sharehol der(s) holding 3% or nore of the total voting shares of the
Company shall have the right to propose interimnotions in witing
to the convener ten (10) days prior to the date of such neeting.
Wthin two (2) days uPon recei pt thereof the convener shall issue a
suppl enental notice of the sharehol ders’ general neeting to
announce the content of such interimnotions.

The content of the notions nentioned in the Preceding par agr aph
shall fall within the functions and powers of the sharehol ders
general neeting, shall contain clear subjects for discussion and
specific matters to be resolved and shall conply with rel evant
provi sions of the laws, adnministrative regulations and the
Conpany’s Articles of Association

The Conpanx shal |, based on the witten replies which it receives
fromthe sharehol ders twenty (20) days before the date of the
sharehol ders’ general neeting, calculate the nunber of voting
shares represented by the shareholders who intend to attend the
neeting. |f the number of voting shares represented by the

shar ehol ders who intend to attend the neeting anount to nore than
one-hal f of the Cbnpanx’s total voting shares, the Conpany may hold
the neeting; if not, then the Conpany shall, within five (5) days,
notify the sharehol ders by way of public announcenent the matters
to be considered at, and the place and date for, the neeting. The
Conpany nmay then hold the neeting after publication of such
announcenent .

A sharehol ders’ extraordi nary general meeting shall not decide on
any natter not stated in the notice for the neeting.

A notice of a meeting of the sharehol ders of the Conpany shal
satisfy the following criteria:

(1) be in witing;

(2) specify the nethods of conversion, place, date and time of the
neeti ng;

(3) state the matters to be di scussed at the neeting;
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(4) provide such information and expl anation as are necessary for

t he sharehol ders to nmake an inforned decision on the proposals put
before them Wthout linmting the generality of the foregoin%,
where a proposal is nade to anal gamate the Conpany with another, to
repurchase the shares of the Conpany, to reorganise its share
capital or to restructure the Canany i n any other may, the terns
of the proposed transaction must be provided in detail together
with copies of the proPosed agreenent, if any, and the cause and

ef fect of such proposal must be properly expl ai ned;

(5) contain a disclosure of the nature and extent of the materia
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
whi ch the Proposed transaction will have on themin their capacity
as sharehol ders provided that it is different fromthe effect on
ot her sharehol ders of the same cl ass;

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

(7) contain a conspicuous statenent that a shareholder entitled to
attend and vote at such nmeeting is entitled to appoint one (1) or
nore proxies to attend and vote at such neeting on his behal f and
that a proxy need not be a sharehol der;

(8? specify the tinme and place for |odging proxy forms for the
rel evant neeting;

(9) the registration date for the sharehol ders entitled to attend
the meeting;

(10) nane and tel ephone nunber of the standing contact person of
t he neeting.

Noti ce of sharehol ders’ general neetings shall be served on each
shar ehol der (whether or not such shareholder is entitled to vote at
t he neetlngsL, by personal delivery or prepaid nail to the address
of the sharehol der as shown in the register of sharehol ders. For
the hol ders of Domestic-Ilnvested Shares, notice of the meetings may
al so be issued by way of public announcenent.

The public announcenent referred to in the ﬁreceding paragraﬁh

shal | be published in nedia designated by the securities authority
of the State Council within the interval of forty-five (45) days to
fifty (50) da¥s before the date of the neeting; after the
publication of such announcenent, the hol ders of Donestic-Invested
Shares shall be deened to have received the notice of the rel evant
shar ehol ders’ general meeting. Such public announcement shall be
published in i nese and English in accordance with Article 198.

The accidental onmission to give notice of a neeting to, or the
failure to receive the notice of a neeting by, any person entitled
to receive such notice shall not invalidate the neeting and the
resol uti ons adopted thereat.
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Any sharehol der who is entitled to attend and vote at a genera
neeting of the Conpany shall be entitled to appoint one (1) or nore
persons (whether such person is a shareholder or not) as his
proxies to attend and vote on his behal f, and a proxy so appointed
shall be entitled to exercise the follow ng rights pursuant to the
aut horisation fromthat sharehol der:

(1) the shareholders’ right to speak at the neeting
(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
sharehol?er who has appoi nted nore than one (1) proxy may only vote
on a poll.

I f the sharehol der is a recognized cIearing house defined by the
Securities and Futures O dinance (Chapter 571 of the Laws of Hong
Konﬂ), such shareholder is entitled to appoint one or nore persons
as his proxies to attend on his behalf at a general neeting or at
any class neeting; but, if one or nore persons have such authority,
the letter of authorization shall contaln the nunber and cl ass of
the shares with respect to each of such authorized persons. Such
ﬁerson can_exercise the right on behalf of the recognized clearing
ouse (or its attorney) as if he is an individual sharehol der of

t he Conpany.

The instrunent appointing a proxy shall be in mwiting under the
hand of the appointor or his attorney duly authorised in witing,
or if the appointor is a |egal entitK, ei ther under seal or under
the hand of a director or a duly authorised attorney. The letter of
aut hori zation shall contain the nunber of the shares to be
represented by the attornex. I f several persons are authorized as
the attorneys of the shareholder, the letter of authorization shal
specify the nunber of the shares to be represented by each
att or ney.

The instrunent appointing a voting proxy and, if such instrunent is
signed by a person under a power of attorne¥_or other authority on
behal f of the appointor, a notarially certitied copy of that power
of attorney or other authority shall be deposited at the residence
of the Conpany or at such other place as is specified for that
purpose in the notice convening the neeting, not less than
twenty-four (24) hours before the tine for holding the nmeeting at
whi ch” t he proxy proPoses to vote or the tine appointed for the
passi ng of the resol ution.

If the appointor is a legal person, its |egal representative or
such person as is authorised by resolution of its board of
directors or other governing body may attend any neeting of
sharehol ders of the Conpany as a representative of the appointor

Any formissued to a sharehol der by the Cbnﬁany’s board of
directors for use by such sharehol der for the appointnent of a
proxy to attend and vote at neetings of the Conpany shall be such
as to enable the shareholder to freely instruct the proxy to vote
in favour of or against the notions, such instructions being given
in respect of each individual matter to be voted on at the neeting.
Such a formshall contain a statenent that, in the absence of
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Article 75.

Article 76

specific instructions fromthe sharehol der, the proxy may vote as
he thinks fit.

The ConPany has the right to request a proxy who attends a
sharehol ders’ neeting to provide evidence of his or its identity.

If a sharehol der which is a | egal person aBpoints its |l ega
representative to attend a neeting on its behal f, the Conpany has
the right to request such |legal representative to produce evidence
of hisidentity and a notarially certified copy of the resolutions
of such sharehol der’s board of directors in respect of the
apﬁ0|ntnent_of the proxy or the power of attorney executed by such
ot her organi sati on which has the capacity to appoint the proxy.

A vote given in accordance with the terns of a Proxy shall be valid
notw t hstandi ng the death or | oss of capacity of the aﬁpointor or
revocation of the prox¥ or the authority under which the proxK was
executed, or the transfer of the shares in respect of which the
proxy is given, provided that the Conpany did not receive any
witten notice in respect of such matters before the comencenent
of the rel evant neeting.

Resol uti ons of sharehol ders’ general mneetings shall be divided into
ordinary resolutions and special resolutions.

An ordinary resolution nmust be ﬁassed by votes representing nore
t han one-half of the voting rights represented by the sharehol ders
(including proxies) present at the neeting.

A special resolution nmust be passed by votes representing nore than
two-thirds of the voting rights represented by the sharehol ders
(including proxies) present at the neeting.

A sharehol der (including a proxy), when votinﬂ at a sharehol ders

general neeting, na%.exerC|se such voting rights as are attached to

E?s voting shares i ch he represents. Each share shall have one
vot e.

No voting rights shall be attached to the Conpany’s shares held by
t he Conmpany, and such shares shall be excluded for the purpose of
cal culating the total number of voting shares held by the

sharehol ders present at the sharehol ders’ general neeting.

Vhere_an¥ sharehol der, under the listing rules, is required to
abstain fromvoting 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 sharehol der in contravention of such
requirenent or restriction shall not be counted.

At any sharehol ders’ general neeting, a resolution shall be decided
on a show of hands unless voting bK way of a poll is required under
the listing rules or demanded by the foll owi ng persons before or
after any vote by a show of hands:
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Article

Article

Article

77.

78.

79.

80.

(1) the chairman of the neeting;

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

(3) one (1) or nore sharehol ders present in person or by proxY who
represent(s), individually or in aggregate, 10 %or nore of all
shares carrying the right to vote at the neeting

Unl ess voting by way of a poll is required under the listing rules
or demanded by the persons, the chairman may declare that a
resol uti on has been passed on a show of hands and the record of
such in the nminutes of the neeting shall be concl usive evidence of
the fact that such resol ution has been passed. There is no need to
provi de evi dence of the number or proportion of votes in favour of
or agai nst such resol ution.

The denand for a poll may be withdrawn by the person who denmands
the sane.

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 ot her question shall be taken at
such time as the chairman of the neeting directs, and ang busi ness
other than that upon which a poll has been demanded nay be
proceeded with, pending the taklnP of the poll. The result of the
poll shall be deened to be a resolution of the nmeeting at which the
pol |l was denmanded.

On a poll taken at a neeting, a sharehol der (including a proxy)
entitled to two (2) or nmore votes need not cast all his votes In
the sane way.

In the case of an equality of votes, whether on a show of hands or
on a poll, the chairman of the neeting shall be have a casting
vot e.

The following matters shall be resolved by an ordinary resol ution
at a shareholders’ general neeting:

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

§2) annual Brofit di stribution plans and | oss recovery pl ans
ormul ated by the board of directors;

(3) appointnment or renoval of menbers of the board of directors and
menbers of the supervisory conmittee, their renuneration and nmanner
of paynent;

(4) annual budgets and final accounts, bal ance sheets and profit
and | oss accounts and other financial statenents of the Conpany;

(5) matters other than those which are required_bY the | aws,
e

admi ni strative regulations or the Conpany’'s Articles of Association
to be adopted by special resolution
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Article 81.

Article 82

The following matters shall be resolved by a special resolution at
a sharehol ders’ general neeting:

(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 Conpany;
(3) division, nmerger, dissolution and |iquidation of the Conpany;
(4) amendnment of the Conpany’s Articles of Association

(5) acquisition or disposal of nmmjor assets in one year or_
provi sion of securities for third parties which exceeds thirty per
cent (309 of the latest audited total assets of the Conpany;

(6) stock incentive plans;

(7) any other matters considered by the shareholders in genera
nmeeting, and resolved by way of an ordinary resolution, to be of a
nature which may have a material inpact on the Conmpany and shoul d
be adopted by a special resolution in accordance wth the |aws,
admi ni strative regul ations and the Conpany’s Articles of
Associ ati on.

Where any sharehol ders request for the convention of an )
ext raordi nar eneral meeting or a class neeting the foll ow ng
procedures shall be foll owed:

Shar ehol ders who individually or in aﬂgregate hol d not |ess than
ten per cent (10% of the Conpany’s shares with voting right shal
have the right to request in witing the board of directors to
convene an extraordlnarr general neeting or a class neeting. The
board of directors shall, according to the |l aws, adm nistrative
regul ati ons and the Conpany’s Articles of Association, give witten
f eedback of consentinP to or refusing the convening of such
extraordi nary shareholders’ general neeting 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.neet!n%, it shall ?lve notice for such
sharehol ders’ general neeting within 5 days after it has so

resol ved. The consent of the concerned sharehol ders 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
?eneral nmeeting or a class neeting, or it fails to give any
eedback within ten (10) days after it has received the request,
the sharehol ders who individually or in aggregate hold nore than
ten per cent (10% of the Conpany’s shares shall have the right to
request in witing the supervisory commttee to convene the
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Article 83.

Article 84.

Article 85.

extraordi nary sharehol ders’ general neeting.

If the supervisory conmittee consents to convene the extraordi nary
sharehol ders’ general neeting or the class neeting, it shall give
the notice for such shareholders’ general neeting within five (5)
days after it has received the request. The consent of the

concer ned sharehol ders shall be obtained if any change is to be
made to the request in the notice.

If the supervisory conmittee fails to give notice of convening the
shar ehol ders’ general neeting within the provided tinme linit, the
supervi sory conmittee shall be deened to have failed to convene and
presi de the sharehol ders’ general neeting, and the sharehol ders who
Individually or in aggregate hold not |ess than ten per cent (109
of the Conpany’s shares for nore than ninety (90) days continuously
may at their own discretion convene and preside such a neeting.

Any reasonabl e expenses incurred by the sharehol ders concerned by
reason of failure by the board of directors to dulﬁ convene a
neeting shall be repaid to sharehol ders concerned by the Conpany
and any sum so repald shall be set-off against sums owed by the
Conpany to the defaulting directors.

The chairman of the board of directors shall preside over the

shar ehol ders’ general neetings. Wen the chairman is unable or
fails to performhis duties, the vice-chairnan shaII_PreS|de over
the neetings. Wen the vice-chairman is unable or fails to perform
his duties, the director jointly selected by a najority of the
directors shall preside over the neeting.

The chairman of the supervisory conmttee shall preside over the
sharehol ders’ general neeting convened by the supervisory
comrmittee. \When the chairman of the supervisory committee is unable
or fails to performhis duties, the supervisor jointly sel ected by
a mpjority of the supervisors shall preside over the neeting.

The sharehol ders’ ﬂeneral nmeeting convened by sharehol ders shall be
presi ded over by the representative selected by the convener

If the sharehol ders’ general neeting can not proceed due to
viol ation of the rules of Procedures by the chairman during the
nmeeting, another person selected by the majority of the
sharehol ders with voting rights and present at the neeting may
presi de over the neeting, and then the neeting shall proceed.

The chairman of the neeting shall be responsible for deternining
whet her a resolution has been passed. Hi s decision, which shall be
final and conclusive, shall be announced at the neeting and
recorded in the nminute book

If the chairman of the neeting has any doubt as to the result of a
resol uti on whi ch has been put to vote at a sharehol ders’ neeting,
he may have the votes counted. If the chairman of the neeting has
not counted the votes, any
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86.

87.

88.

89.

90.

91.

92.

sharehol der who is present in person or bK proxy and who objects to
the result announced by the chairman of the neeting may,

i medi ately after the declaration of the result, demand that the
votes be counted and the chairnman of the neeting shall have the
votes counted i rmedi ately.

If votes are counted at a sharehol ders’ general meeting, the result
of the count shall be recorded in the minute book

The neeting mnutes shall be in the charge of the secretary to the
board of directors. The chairman of the neeting, the directors,
supervi sors, secretary to the board of directors, conveners or
their representatives shall sign on the neeting minutes. The

m nut es, shar ehol ders’ attendance |ists and proxY forms shall be
kept at the Conpany’s place of residence for at least ten (10)
years.

The m nutes, sharehol ders’ attendance |ists and proxy fornms shal
be kept at the Conpany’s place of residence.

Copi es of the minutes of any sharehol ders’ neeting shall, during
busi ness hours of the CbnpanY, be open for inspection by any

shar ehol der without charge. If a sharehol der requests for a coPy of
such minutes fromthe Conpany, the Conpany shall send a copy o
such minutes to himw thin seven (7) days after receipt of
reasonabl e fees therefor.

The resol ution of sharehol ders’ general neeting shall be announced
timely. The announcenent shall set forth the follomjn%: t he nunber
of sharehol ders and proxi es present at the neetinP, the tota
nunber of voting shares held by attending shareholders (and
proxies) and its proportion to the total voting shares of the
Conpany, voting met hods, voting outconme of each notion and the
details of each resol ution adopted.

If a notion is not passed or a resolution adopted at the previous
shar ehol ders’ general neetings is changed at the current

sharehol ders’ general neeting, a specific explanation shall be nade
in the announcenent of the resolution of the sharehol ders’ genera
nmeet i ng.

CHAPTER 9: SPECI AL PROCEDURES FOR VOTI NG
BY A CLASS OF SHAREHOLDERS

Those shar ehol ders who hold different cl asses of shares are cl ass
shar ehol der s.

Cl ass sharehol ders shall enjoy rights and assune obligations in
accordance with laws, administrative regulations and the Conpany’s
Articles of Association.

Ri ghts conferred on any class of sharehol ders ("cl ass rights"? may
not be varied or abro?ated save with the approval of a specia

resol ution of shareholders in a general neeting and by the class
sharehol ders affected at a separate neeting conducted in accordance
with Articles 93 to 97
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Article 93. The foI!omﬁn? circunstances shall be deened to be variation or
abrogation of the rights attaching to a particular class of shares:

(1) to increase or decrease the nunmber of shares of that class, or
to increase or decrease the nunmber 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

cl ass;

(3) to renmove or reduce riﬂhts to accrued dividends or rights to
cunul ative dividends attached to shares of that class;

(4) to reduce or renove preferential rights attached to shares of
that class to receive dividends or the distribution of assets in
the event that the Conpany is |iquidated;

(5) to add, renove or reduce share conversion rights, options,
voting rights, transfer or pre-enptive rights, or rights to acquire
securities of the Conpany attached to shares of that class;

Eg) to renove or reduce rights to receive payment payable by the
npany in particular currencies attached to shares of that class;

(7) to create a new class of shares having voting right, right to
di vidends 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
exl sting shares into, shares in the Conpany of that class or
anot her cl ass;

(ﬁO) to increase the rights or privileges of shares of another
cl ass;

(11) to restructure the Canany in such a way so as to result in
the disproportionate distribution of obligations between the
various cl asses of sharehol ders;

(12) to vary or abrogate any provision of this Chapter

Article 94. Sharehol ders of the affected class, whether or not otherw se having
the right to vote at sharehol ders’ general neetings, have the right
to vote at class neetlngs in respect of matters concerning
sub- par agraphs (2) to , (11? and (12) of Article 93, but
i nterested sharehol der sha
cl ass neetings.

S not be entitled to vote at such

"(An) interested shareholder(s)", as such termis used in the
precedi ng
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Article 95.

Article 96

Article 97

Article 98.

par agr aph, neans:

(1) in the case of a repurchase of shares by way of a general offer
to all sharehol ders of the Conpany or by way of public dealing on a
stock exchange pursuant to Article 25, a "controlling shareholder”
within the neaning of Article 55;

(2) in the case of a repurchase of shares by an of f-market )
aﬂreenent pursuant to Article 25, a holder of the shares to which
t he proposed agreenent rel ates;

(3) in the case of a restructuring of the Conpany, a sharehol der
who assunes a | ower proportion of obligation than the obligations
i mposed on sharehol ders of that class under the proposed
restructuring or who has an interest in the proposed restructuring
deferﬁnt fromthe general interests of the other sharehol ders of
that cl ass.

Resol utions of a class of sharehol ders shall be passed b¥ vot es
representing nore than two-thirds of the voting rights o

sharehol ders of that class represented at the rel evant nmeeting who,
according to Article 94, are entitled to vote thereat.

Witten notice of a class neeting shall be given to all

shar ehol ders who are registered as holders of that class in the
regi ster of shareholders forty-five (45) days before the date of
the class neeting. Such notice shall give such sharehol ders notice
of the matters to be considered at such neeting, the date and the
pl ace of the class neeting. A shareholder who Intends to attend the
class neeting shall deliver his witten reply in respect thereof to
the Conpany twenty (20) days before the date of the class neeting.

If the sharehol ders who intend to attend such class neeting
represent nmore than half of the total nunber of shares of that
class which have the right to vote at such neeting, the Conpany may
hold the class neeting; if not, the Conpany shall within five (5)
days give the shareholders further notice of the matters to be
consi dered, the date and the place of the class nmeeting by way of
public announcenent. The CbnpanK na% then hold the class neeting
after such public announcenent has been nade.

Noti ce of class neetings need only be served on sharehol ders
entitled to vote thereat.

Cl ass neetings shall be conducted in a manner which is as sinilar
as possible to that of sharehol ders’ general neetings. The

provi sions of the Conpany’'s Articles of Association relating to the
manner for conveni ng sharehol ders’ general neetings are al so
applicable to class neetings.

art fromthe hol ders of other classes of shares, the hol ders of
the Donestic-lnvested Shares and hol ders of Overseas-Listed
Forei gn-I nvested Shares shall be deened to be holders of different
cl asses of shares.

The special procedures for approval by a class of sharehol ders
shal | not
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Article 99.

Article 100.

apply in the follow ng circunstances:

(1) where the Conpany issues, upon the approval by special
resolution of its shareholders in a general neeting, either
separately or concurrently once every twelve (12) nonths, not nore
than 20% of each of its existing i ssued Donestic-lnvested Shares
and Overseas-Listed Foreign-lnvested Shares; or

85) where the Conpany’s plan to issue Donestic-Ilnvested Shares and
erseas-Listed Foreign-Invested Shares at the tine of its
establishnment is carried out within fifteen (15) nonths fromthe
date of approval of the securities authority of the State Council.

CHAPTER 10: BOARD COF DI RECTORS

The Company shall have a board of directors. The board of directors
shal | consist of eleven (11) to fifteen (15) directors. The board
of directors shall have one (1) Chairnman and one (1) to two (2)
Vice-chairman. At |east one third of the board directors should be
i ndependent (non-executive) directors which should include at | east
one (1) accounting professional

Directors shall be elected at the sharehol ders’ general meeting
each for a termof not nore than three (3) years. At the expiry of
a director’s term the termis renewabl e upon re-election.

The period for |odgenent of notices in witing to the Conpany of
the intention to propose a person for election as a director and of
such person’s consent to be elected shall be at |east seven (7)
days and which shall commence no earlier than the day after the
despatch of the notice of the sharehol ders’ general neeting to be
convened to consider such election and shall end no |ater than
seven (7) days prior to the date of such general neeting.

The Chairman and the Vice-chairman shall be el ected and renoved by
nore than one-half of all of the menbers of the board of directors.

The term of service of a director shall comence fromthe date on
whi ch he takes his position to the expiration of the session of the
board of directors he serves. If no re-electionis timely carried
out upon the expiration of a director’s termof service, the

i ncunpent director shall performhis duties as director in
accordance with laws, admnistrative regulations, department rules
and the Conpany’'s Articles of Association until a substitute
director is elected and takes his position

Presi dent, senior vice presidents, vice presidents, chief financia
of ficer or other senior officers may concurrently serve as a
director, provided that the ag?regate nunber of such directors
shal | not exceed one half of all the directors of the Conpany.

Subj ect to conpliance with all relevant |aws and admi nistrative
regul ati ons,
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Article 101

the sharehol ders’ general neeting nmay by ordinary resolution renove
any director before the expiration of his termof office. However,
the director’s right to claimfor damages which arises out fromhis
renoval shall not be affected thereby.

The Directors shall not be required to hold qualifying shares.

The board of directors is accountable to the sharehol ders’ genera
meeting and exercises the following functions and powers:

(1) to be responsible for the convening of the sharehol ders’
general meeting and to report on its work to the sharehol ders in
general neetings;

(2) to inplement the resolutions passed by the shareholders in
general nmeetings;

(3) to determ ne the Conpany’s business plans and i nvestnent
proposal s;

§4) to fornul ate the Conpany’s annual final financial budgets and
i nal accounts;

(5) to fornulate the Conpany’s profit distribution proposal and
| oss recovery proposal

Eg) to formul ate proposals for the increase or reduction of the
npany’s registered capital and for the issuance of the Conpany’s
debentures or other securities as well as listing of shares of the
Conmpany;

(7) to draw up plans for the acquisition of the Conpany's stocks,
merger, division , dissolution as well as change of corporate forns
of the Conpany;

(8) to decide on the Conpany’s internal managenent structure;

(9) to aﬁpoint_or remove the Conpany’ s president and to appoint or
renove the senior vice presidents, vice presidents, financia
controller(s) and other senior officers and to decide on their
remuner ati on;

(10) to formul ate the Conpany’s basi c nmanagenent system

11) to fornulate proposals for any amendnent of the Conpany’s
ticles of Association;

(12) to nmanage the disclosure of information of the Conpany;

(13) to exercise any other powers conferred by the sharehol ders in
general neetings.

QG her than the board of directors’ resolutions in respect of the
matters aﬁe0|f|ed i n sub- paragraphs (6%,_(7) and (11) of this
Article which shall be passed by the arffirmative votes of nore than
two-thirds of all the directors,
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Article 102

Article 103.

Article 104.

Article 105.

Article 106

the board of directors’ resolutions in respect of all other matters
gay be passed by the affirmative votes of a sinple mgjority of the
irectors.

In the absence of relevant Provisions in the Conpany’s Articles of
Associ ation or without the legitinmate authorization of the board of
directors, a director shall not act personally on behalf of the
Conpany or the board of directors. en a director is acting
personally and a third party may reasonably deemthat he is acting
on behal f of the Conmpany or the board of directors, the director
shall clarify his position and status in advance.

The board of directors shall not, wi thout the prior approval of
sharehol ders in a general neeting, dispose or agree to di spose of
anY fixed assets of the Company where the aggregate of the expected
val ue of the proPpsed di sposition and the total amount of all the
di spositions of tixed assets of the Conpany that have been
conpleted in the period of four (4) nonths imediately precedin

the proposed disposition, exceeds thirty-three per cent. (33%

the value of the Conpany's fixed assets as shown in the |atest

bal ance sheet which was tabled at a sharehol ders’ general neeting.

For the purﬁoses of this Article, "disposition" includes an act
involving the transfer of an interest In assets but does not
i nclude the usage of fixed assets for the provision of security.

The validity of a distsition by the Company shall not be affected
by any breach of the first paragraph of this Article.

Unl ess ot herwi se provided by applicable | aws, regul ati ons and/or
rel evant listing rules, the board of directors shall have the
authority to decide on investnment or acquisition projects not
exceedi ng twenty-five per cent (25% of the latest audited tota
assets of the Conpany.

The Chairman of the board of directors shall exercise the follow ng
powers:

(1) to preside over sharehol ders’ general neetings and to convene
and preside over neetings of the board of directors;

(2) to check on the inplenmentation of resolutions passed by the
board of directors at directors’ neetings;

(3) to sign the securities certificates issued by the Conpany;
(4) to exercise other powers conferred by the board of directors.

When the Chairman is unable to exercise his powers, such powers
shal | be exercised by the Vice-chairnman who has been designated by
the Chairman to exercise such powers on his behal f.

Meetings of the board of directors shall be held at |east four
tines every year and shall be convened by the Chairnan of the board
of directors. Were there is an urgent matter, an extraordinary
nmeeting of the board of directors may be held if it is so requested
by nore than one-third of the directors, the
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Article 107

Article 108.

Article 109.

Article 110.

Chai rman of the board of directors, shareholders representing ten
per cent (10% or nore of the voting rights, the supervisory
comrmittee or the Conpany’s president.

Noti ce of neetings and extraordinary neetin?s of the board of
directors shall be delivered in person, by facsimle, by electronic
means, by express delivery service or by registered mail. The tinme
limt for the delivery of notice of neetings and extraordinary
meetings of the board of directors shall be at |east fourteen (14)
days and ten (10) days respectively before the neetings. Were the
circunstance is urgent and it is necessary to hold an extraordi nary
nmeeting of the board of directors as soon as Bossible, the notice
on the neeting can be circul ated at any tinme by phone or anK ot her
verbal means, but the convener shall nake explanations at the

neeti ng.

A notice for a neeting of the board of directors shall set out the
fol | owi ngs:

(1) tinme and venue of the neeting;
(2) duration of the neeting;

(3) reasons and agenda;

(4) the delivery date of the notice

Notice of a neeting shal | be deened to have been given to any
director who attends the neeting w thout protesting against, before
or at its commencenent, any |ack of notice.

Any regular or extraordinary meeting of the board of directors may
be hel d by mar of tel ephone conferencing or simlar conmunication
equi pnent so long as all directors participating in the neeting can
clearlﬁ hear and conmmuni cate with each other. | such directors
shal | be deened to be present in person at the neeting

Meetings of the board of directors shall be held only if nore than
half of the directors Slncludln%bany alternate director appointed

pursuant to Article 111 of the npany’s Articles of Assoclation)

are present.

Each director shall have one (1) vote. Unless otherw se provided

for in the Conpany's Articles of Association, a resolution of the
board of directors nust be passed by nore than half of all of the
directors of the Conmpany. A resolution of the board of directors

relating to connected transactions shall be 5|?ned by i ndependent
(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 sane
board neeting. The rel evant
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Article 111

Article 112

Article 113.

Article 114.

transaction shall be dealt with by way of a board neeting and not
by way of circulation of witten neeting materials. If an

i ndependent non-executive director (and whose associ ates) has no
material interests in the transaction, he should be present at such
board neeti ng.

Inthis Article, "substantial shareholder” and "associate" shal
have the same neanlnﬂ as defined in the listing rules. If any stock
exchange where the shares of the Conpany are listed sets out nore
stringent rules in relation to the natters in relation to which any
director should abstain fromvoting, the directors should conply
with the nore stringent rules

Directors shall attend the neetings of the board of directors in
person. Where a director is unable to attend a neeting for any
reason, he nmay by a witten power of attorney aﬁpoint anot her
director to attend the nmeeting on his behal f. The power of attorney
shal | 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 apP0|nt|ng director. Were
a director is unable to attend a neeting of the board of directors
and has not apP0|nted a representative to attend the neeting on his
behal f, he shall be deened to have waived his right to vote at the
nmeet i ng.

In respect of any matter which needs to be deternined by the board
of directors at an extraordinary nmeeting of the board of directors
and where the board of directors has already sent out witten
notice of matters to be decided at such nmeeting and the nunber of
directors who have signified their consent thereto reaches the
anount set out in Article 110, a valid resolution shall be deened
to be passed and there is no need to hold a board of directors
neeti ng.

The board of directors shall keep mi nutes of resolutions passed at
nmeetings of the board of directors. The minutes shall be signed by
the directors ﬁresent at the neeting 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, admi nistrative regulations or the Conpany’s
Articles of Association and the Conpany suffers serious |osses as a
result thereof, the directors who participated in the ﬁassing of
such resolution are liable to conpensate the Conpany therefor.
However, if it can be proven that a director expressly objected to
the resolution when the resolution was voted on, and that such

obj ection was recorded in the mnutes of the neeting, such director
may be rel eased fromsuch liability.

A director may resign fromhis position prior to the expiration of
his termof service. The resigning director shall submit a witten
resignation report to the board of directors and the board of
directors shall disclose the information in connection thereof
within two (2) days.

I f the nunber of the menbers of the board of directors falls bel ow
the statutory mninumdue to the resignation of a director, the
i ncunbent directors shall performtheir duties as director in
accordance with | aws,
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Article 115.

Article 116

Article 117

Article 118.

admi ni strative regul ati ons, department rules and the Company’s
Articles of Assocration until a substitute director is elected and
takes his position.

Except for the circunstance nmentioned in the precedi ng 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 DI RECTCRS

The Company shall have one (1) secretary of the board of directors.
The secretary shall be a senior officer of the Conpany.

The secretary of the Conmpany’'s board of directors shall be a
natural person who has the requisite professional know edge and
experience, and shall be appointed by the board of directors. H's
primary responsibilities are to as foll ows:

(1) to organise board neetings and general mneetings of the Conpany,
ang to enaure that the Conpany has conpl ete organisation docunents
and records;

(2) to ensure that mnutes of the meetings of the board of
directors shall be circulated to all directors for their signature
and records within 14_dags after the board meeting is held and be
achi eved and nmade avail able for inspection

(3) to ensure that the Conpany prepares and delivers, in accordance
with | aws, those reports and docunments required by conpetent
authorities entitled thereto;

(4) to ensure that the Cbnﬁany’s regi sters of shareholders are
properly maintained, and that persons entitled to receive the
gbrpany s records and docunents are furnished therewith w thout
el ay.

A director or other senior officer of the Conpany may al so act as
t he secretar¥.of the board of directors. Any accountant fromthe
accountancy firmwhich has been appointed by the Conpany to act as
hts auditors shall not act as the secretary of the board of

i rectors.

Where the of fice 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 performthe act in a dual capacity.

CHAPTER 12: PRESI DENT
The Conpany shall have president, senior vice presidents, vice

presidents and chief financial officer. The president proposed by
the Chairman of the
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Article 119.

Article 120.

Article 121

Article 122
Article 123.

board of directors shall be appointed or dismssed by the board of
directors. Senior vice presidents, vice presidents and chi ef
financial officer proposed by the president shall be aﬁp0|nted or
di smissed by the board of the directors. A menber of the board of
directors may act concurrently as the president, senior vice
presidents, vice presidents, chief financial officer or other

seni or officers.

The president shall be accountable to the board of directors and
shal | exercise the follow ng functions and powers:

(1) to be in charge of the Conpany’s production, operation and
managenent and to organi se the inplenentation of the resolutions of
the board of directors;

(2) to organise the inplenmentation of the Conpany’s annual business
pl an and 1 nvestnent proposal;

(3) to draft plans for the establishnent of the Conpany’s interna
nmanagenent structure;

(4) to draft the Conpany’s basic nanagenent system
(5) to fornulate concrete rules and regul ations for the Conpany;

(6) to propose the appointment or dismissal by the board of
directors of the Conmpany’s senior vice presidents, vice presidents,
chief financial officer and other senior officers

(7) to appoint or dismiss managenent personnel other than those
required to be appointed or disnissed by the board of directors;

(8) other powers conferred by the Conpany’s Articles of Association
and the board of directors.

The president shall attend neetings of the board of directors. The
president, who is not a director, does not have any voting rights
at board neetings.

The president, senior vice presidents, vice presidents and
financial controller, when performng their functions and powers,
shal | act honestly and diIigentI% and in accordance with | aws,
admi ni strative regul ations and the Conpany’s Articles of
Associ ati on.

CHAPTER 13: SUPERVI SORY COW TTEE
The Conpany shall have a supervisory comittee
The supervisory committee shall conpose of nine (9) supervisors.
One of the nmenbers of the supervisory conmttee shall act as the

chai rman. Each supervisor shall serve for a termof three (3)
years, which is renewabl e upon re-el ection and re-appoi ntnent.
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Article 124.

Article 125.

Article 126

Article 127

The el ection or renoval of the chairman of the supervisory
conmittee shall be determned by two-thirds or nore of the nmenbers
of the supervisory comittee.

The chairman shall serve for a termof three (3) years, which is
renewabl e upon re-el ection and re-appoi nt nent.

I f the nunber of nenbers of the supervisory committee falls bel ow
the quorumdue to a failure to timely el ect a supervisor upon
expiration of a supervisor’s termof service or due to the
resignation of a supervisor during his termof service, the

i ncunbent supervisors shall continue to performhis duties as
supervi sor in accordance with | aws, adm nistrative regul ati ons and
the Company’s Articles of Association until the newy elected
substitute supervisor takes his position

The supervisory comittee shall conprise supervisors who shal
represent the sharehol ders and who shall be el ected or renoved by
the sharehol ders in general neetings, and supervisors representing
not |ess than one-third of the total nunber of supervisors who
shal |l represent the enpl oyees of the Conmpany and who shall be

el ected or renoved denocratically thereby.

The directors, president, senior vice presidents, vice presidents,
chief financial officer shall not act concurrently as supervisor.

The supervisory committee shall convene at | east one neeting every
si X (6? nont hs. The supervisors may propose to convene an
extraordi nary neeting of the supervisory board.

Meetings of the supervisory committee shall be convened by the

chai rman of the supervisory committee. If the chairman is unable or
fails to performhis duties, a supervisor jointly sel ected bK a
majority of the supervisors shall convene and preside over the
neet i ngs.

The suPervispry conmittee shall be accountable to the sharehol ders
general meeting and shall exercise the follow ng functions and
powers in accordance with | aws:

(1) to review the Conpany’s periodical reports prepared by the
board of directors and issue witten opinions;

(2) to review the Conpany’s financial position

(3) to supervise the execution of official duties by the directors,
president, senior vice presidents, vice presidents, chief financial
of ficer and other senior officers; for any of themthat acts in
contravention of any |laws, adm nistrative regul ations, the
Conpany’s Articles of Association or the resolutions of the
sharehol ders’ neetings, to propose to renove the person(s)

concer ned;

(4) to demand any director, president, senior vice president, vice
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Article 129.

Article 130.

president, chief financial officer or any other senior officer who
acts in a manner which is harnful to the Conpany’s interest to
rectify such behavi our;

(5) to check the financial information such as the financia

report, business report and plans for distribution of profits to be
submitted by the board of directors to the sharehol ders’ genera
neetings and to retain, in the Conpany’'s nane, publicly certified
and pract|5|nﬂ accountants to assist in the re-examnination of such
i nformati on should any doubt arise in respect thereof;

(6) to propose to convene a sharehol ders’ extraordinary gener a
neetlnﬂ and to convene and preside over the sharehol ders”™ neeting
when the board of directors fails to performthe duties of
conveni ng and presiding over the sharehol ders’ neeting;

(7) to give proposals to the sharehol ders’ neeting;

(8) to represent the Conpany in negotiations with directors or in
bringi ng actions against a director, president, senior vice
president, vice president, chief financial officer or senior

of ficer according to Article 152 of the Conpany Law,

(9) to conduct an investigation in the event of discovering any
Irregularities in the Conpany’ s operations;

(10) other functions and powers specified in the Conpany’s Articles
of Associ ati on.

Supervi sors shall attend neetings of the board of directors.

Meetings of the supervisory conmittee shall be held only if half or
nore supervisors are present. Resol utions of the supervisory
conmittee shall be passed by the affirnmative votes of nore than
two-thirds of all supervisors.

Al'l reasonable fees incurred in respect of the enpl oynent of
prof essionals (such as, |lawers, certified public accountants or
practising auditors) which are required by the supervisorr
conmmittee in the exercise of its functions and powers shall be
borne by the Conpany.

A supervisor shall carry out his duties honestly and faithfully in
accordance with laws, admnistrative regulations and the Conpany’s
Articles of Association

CHAPTER 14: THE QUALI FI CATI ONS AND DUTI ES OF THE DI RECTORS
SUPERVI SORS, PRESI DENT, SENI OR VI CE PRESI DENTS, VI CE PRESI DENTS

Article 131

CHI EF FI NANCI AL OFFI CER AND OTHER SENI OR OFFI CERS OF
THE COVPANY

A person may not serve as a director,
vi ce president, vice president, chief
ot her senior officer of

supervi sor, president, senior
financial officer or any
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Article 132

Article 133.

the Conpany if any of the follow ng circunstances applies:

(1) a person who does not have or who has limted capacity for
civil conduct;

(2% a person who has been sentenced for corruption, bribery,

I nfringenent of property, n1saPpropr|at|on of praﬁerty or ot her
crimes which destroy the social econonic order, ere | ess than
five (5) years have | apsed since the sentence was served, or a
person who has been deprived of his political rights and not nore
than five (5) years have | apsed since the sentence was served

(3) a person who is a forner director or factory nanager of a
conpany or enterprise which has been dissolved or put into
I'iquidation as a result of mismanagenent and who was personally
liable for the mﬁndinﬂ up of such conpany or enterprise, where |ess
than three (3) years have el apsed since the date of conpletion of
the insolvent Iiquidation of the conpany or enterprise;

(4) a person who is a forner |legal representative of a conpany or
enterprise the business licence of which was revoked due to
violation of law and who is personally liable therefor, where |ess
than three (3) years have el apsed since the date of the revocation
of the business licence;

(5) a person who has a relatively |arge anount of debts whi ch have
becone overdue

(6) a person who is currently under investigation by judicial
organs for violation of crimnal |aw

(7) a person who, according to |aws and administrative regul ations,
cannot act as a | eader 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

i nvol ves a finding that such person has acted fraudulently or

di shonestly, where |less than five (5) years have | apsed fromthe
date of such conviction

&10) a person who has been prohibited by the China Securities
egul atory Conmi ssion of access to the securities market and such
penalty has not expired.

The validity of an act carried out by a director, president, senior
vice president, vice president, chief financial officer or other
seni or 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

In addition to the obligations inposed by |aws, admnistrative
regul ations or
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Article 135.

the listing rules of the stock exchange on which shares of the
Company are listed, each of the Conpany's directors, supervisors,
presi dent, senior vice presidents, vice ﬁre5|dent$, chi ef financial
of ficer and other senior officers owes the followi ng duties to each
shar ehol der when exercising the functions and powers of the Conpany
entrusted to him

(1) not to cause the Cbnpany_to exceed the scope of business
stipulated in its business [icence;

(2) to act honestly and in the best interests of the Conpany;

w thout limtation) usurpation of opportunities which efit the
npany;

(4) not to expropriate the individual rights of sharehol ders,
including (without limtation) rights to distribution and voting
rlghts except for the restructuring of the Conpany which has been
submitted to the sharehol ders for approval in accordance with the
Conpany’s Articles of Association

éj) not to expropriate the Conpany’s property in any ma%, i ncl udi ng
en

Each of the Conpany’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 woul d exercise in comnparable
ci rcunst ances

Each of the Conpany’'s directors, supervisors, president, senior
vice presidents, vice presidents, chief financial officer and other
senior officers shall exercise his powers or performhis duties in
accordance with the fiduciary principle; and shall not put hinself
in a position where his duty and his interest nay conflict. This
principle includes (without limtation) discharging the follow ng
obl i gati ons:

(1) to act honestly in the best interests of the Conpany;

(2) to act within the scope of his powers and not to exceed such
powers;

(3? to exercise the discretion vested in himpersonally and not to
all ow hinmself to act under the control of another and, unless and
to the extent pernmitted bK | aws, administrative regulations or with
the informed consent of shareholders given in a general neeting,

not to del egate the exercise of his discretion

(4) to treat shareholders of the sane class equally and to treat
sharehol ders of different classes fairly;

gg) unl ess otherw se provided for in the Conpany’s Articles of

ssoci ation or except with the informed consent of the sharehol ders
given in a general neeting, not to enter into any contract,
transaction or arrangement with the Conpany;

(ﬁ) not to use the Conpany’s property for his own benefit, wthout
t he
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Article 136

i nformed consent of the shareholders given in a general neeting;

(7) not to exploit his ﬁosition to accept bribes or other illega
i ncome or expropriate the Cbnpany’smﬁrOEerty in anx way, including
(without limtation) opportunities ich benefit the Conpany;

(8) not to accept conmissions in connection with the Conpany’s
transacti ons, wthout the informed consent of the sharehol ders
given in a general neeting;

(9) to comply with the Company’s Articles of Association, to
performhis official duties faithfully, to protect the Conpany’s
Interests and not to exploit his position and power in the Conpany
to advance his own interests;

(10) not to conpete with the Conpany in any way, save with the
i nformed consent of the shareholders given in a general neeting;

(11) not to m sappropriate the Conpany’s funds or |end such funds
to any other person, not to use the Conpany’'s assets to set up
deposit accounts in his own nane or in the anK ot her name or use
such assets to guarantee the debts of a sharehol der of the Conpany
or any other personal liabilities;

(12) not to release any confidential information which he has

obtai ned during his termof office, without the inforned consent of
the sharehol ders in a general neeting; nor shall he use such

i nformati on other than for the Conpany’'s benefit, save that

di scl osure of such information to the court or other governnenta
authorities is pernmitted if:

(i) disclosure is made under conpul sion of |aw
(ii) public interests so warrant;

(iii) the interests of the relevant director, supervisor,
resi dent, senior vice ﬁre5|dent, vi ce president, chief
i nanci al officer or other senior officer so require;

(13) to strictl conPIy with the relevant | aws and regul ati ons and
the relevant rules of the stock exchanges on which the shares of
the Conpany are listed in respect of dealing with the securities of
t he Conpany.

Each director, supervisor, president, senior vice president, vice
president, chief financial officer and other senior officer of the
Conpany shall not direct the follow ng persons or institutions
("associates") to act in a manner which he is prohibited fromso
acting:

(1) the spouse or minor child of the director, supervisor, )
presi dent, senior vice president, vice president, chief financia
officer or other senior officer;

(2) the trustee of the director, supervisor, president, senior vice

president, vice president, chief financial officer or other senior
of ficer or of any person described in sub-paragraph (1) above;
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Article 137

Article 138.

Article 139.

(3) the partner of the director, supervisor, president, senior vice
president, vice president, chief financial officer or other senior
oLf|c2¥ prlany person referred to in sub-paragraphs (1) and (2) of
this Article;

(4) a conpany in which the director, supervisor, president, senior
vice president, vice president, chief financial officer or other
seni or officer, whether alone or jointl¥ with the persons referred
to in sub-paragraphs (1), (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,
vi ce presidents and other senior officers of a company which is
being controlled in the manner set out in sub-paragraph (4) above.

The fiduciary duties of the directors, supervisors, president,
senior vice presidents, vice presidents, chief financial officer
and ot her senior officers of the Conpany do not necessarily cease
with the term nation of their tenure. The duty of confidentiality
in respect of trade secrets of the Conpany survives the termnation
of their tenure. O her duties may continue for such period as the
pr!n0|ﬁle of fairness nmay require depending on the amount of time
whi ch has | apsed between the term nation and the act concerned and
the circunmstances and the terns under which the relationship
between the rel evant director, supervisor, president, senior vice
presi dent, vice president and the senior officer on one hand and
the Conpany on the other hand was term nated.

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 fromliabilities for
5ﬁe0|f|c breaches of his duty with the inforned consent of the
sharehol ders given at a general neeting.

Where a director, supervisor, president, senior vice president,
vice president, chiefr financial officer or other senior officer of
the Company is in any way, directly or indirectly, materially
interested in a contract, transaction, arrangenment or proposed
contract, transaction or arrangenment with the Conpany (other than
his contract of service with the Cbnpan%), he shal|l declare the
nature and extent of his interests to the board of directors at the
earliest opportunity, whether or not the contract, transaction or
arrangenent or proposal therefor is otherw se subject to the
approval of the board of directors.

Unl ess 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
arrangenent is approved by the board of directors at a neeting in
which the interested director, supervisor, president, senior vice
president, vice president or other senior officer is not counted as
part of the quorumand refrains fromvoting, a contract,
transacti on or arrangenment in which that director, supervisor
president, vice president or other senior
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Article 140.

Article 141.

Article 142.

Article 143.

officer is materially interested is voidable at the discretion of
the Conpany except as agai nst a bona fide party thereto who does
not have notice of the breach of duty by the interested director,
supervi sor, president, vice president, chief financial officer or
ot her senior officer.

For the purposes of this Article, a director, supervisor,
president, senior vice president, vice president chief financial
of ficer or other senior officer of the Company is deened to be
interested in a contract, transaction or arrangenent in which his
associate is interested.

Where a director, supervisor, president, senior vice president,
vice president, chief financial officer or other senior officer of
the Conpany gives to the board of directors a notice in mwitin%
stating that, by reason of the facts specified in the notice, he is
interested in contracts, transactions or arrangenments which may
subsequently be made by the Conpany, that notice shall be deened
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

gi ven before the date on which the question of entering into the
rel evant contract, transaction or arrangenent is first taken into
consi derati on by the Conpany.

The Company shall not pay taxes for a director, supervisor, )
presi dent, senior vice president, vice president, chief financia
of ficer or other senior officer 1n any nmanner.

The Conmpany shall not directly or indirectly make a loan to or
provi de 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 Conpany’s hol di ng conpany
or any of their respective associates.

The foregoing prohibition shall not apply to the follow ng
ci rcunst ances

(1L the provision by the Conpany of a loan to or a security for its
subsi di ary:

(ZL the provision bY the Company of a |loan or a security or any
other funds available to any of its directors, supervisors, )
presi dent, senior vice presidents, vice presidents, chief financial
officer and other senior officers to neet expenditure incurred or
to be incurred by himfor the Purposes of the Cbnpany or for the
purpose of enabling himto performhis duties properly, in
accordance with the terns of a service contract approved by the
sharehol ders in a general neeting;

(3) if the ordinary business scope of the Conpany includes |ending
of money and providing security, the Conpany nay nmake 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 conmercial terms.

Any person who receives funds froma | oan which has been made by

t he Company actln% in breach of the preceding Article shall,
irrespective of the
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Article 144.

Article 145.

Article 146.

terns of the loan, forthwith repay such funds.

A security for the repaynent of a | oan which has been provi ded by
the Company acting in breach of Article 142(1) shall not be )
enf or ceabl e agai nst the Conpany, save in respect of the follow ng
ci rcunst ances

(1) the security was provided in connection with a |oan which was
made to an associate of any of the directors, supervisors, )
presi dent, senior vice presidents, vice presidents, chief financial
officer and other senior officers of the Conmpany or of the
Company’ s hol di ng conpany and the | ender of such funds did not know
of the relevant circunmstances when providing the |oan; or

(2) the collateral which has been Brovided by the Company has
al ready been lawfully di sposed of by the | ender to a bona fide
pur chaser.

For the purposes of the foregoing provisions of this Chapter, a
"security" 1ncludes an undertaking or property provided to secure
the obligor’s performance of his obligations.

In addition to any rights and remedi es provided by the | aws and
admi ni strative regul ations, where a director, supervisor, )
presi dent, senior vice president, vice president, chief financia
officer and other senior officer of the Conpany breaches the duties
whi ch he owes to the Conpany, the Conpany has a right:

(1) to demand such director, supervisor, president, senior vice
president, vice president, chief financial officer or other senior
officer to conpensate it for |osses sustained by the Conpany as a
result of such breach

(2) to rescind any contract or transaction which has been entered
into between the Conpany and such director, supervisor, president,
seni or vice president, vice president, chief financial officer or
other senior officer, or between the Conpany and a third party
(where such third party knows or should have known that such

di rector, supervisor, president, senior vice president, vice
Bre5|dent or other senior officer representing the Conpany has

reached his duties owed to the Conpany);

(3) to demand such director, supervisor, president, senior vice
president, vice president, chief financial officer or other senior

gff!cer to account for profits made as result of the breach of his
uties;

gg) to recover any noni es which shoul d have been received by the
npany and whi ch were received by such director, supervisor,
president, senior vice president, vice president, chief financia
officer or other senior officer instead, including (wthout
limtation) comm ssions; and

(5) to demand repaynent 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
of ficer on nonies that should have been paid to the Conpany.

-50-



Article 147.

Article 148.

Article 149.

Article 150.

The Company may purchase liability insurance for directors,
supervi sors, president, senior vice presidents, vice presidents,
chief financial officer and other senior officers.

The Conpany shall, with the prior approval of shareholders in a
general neeting, enter into a contract in witing with a director
or supervisor wherein his enolunments are stipul ated. The aforesaid
enol unent s i ncl ude:

(1) ermoluments in respect of his service as director, supervisor or
seni or officer of the Conpany;

(2) emoluments in respect of his service as director, supervisor or
seni or officer of any subsidiary of the Conpany;

(3) ermoluments in respect of the provision of other services in
connection with the managenent of the affairs of the Conpany and
any of its subsidiaries;

(4) paynent by way of conpensation for |oss of office, or as )
consi deration for or in connection with his retirement fromoffice.

No proceedings may be brought by a director or supervisor against

t he Company or_anyth!nP due to himin respect of the natters
ngntloned inthis Article except pursuant to the contract mentioned
above.

The contract concerning the enolunents between the Conpany and its
directors and supervisors should provide that in the event that the
Conmpany is acquired, the Co an¥’s directors and supervisors shall,
subject to the prior approval of shareholders in a general meeting,
have the right to recelve conpensation or other paynent in respect
of his loss of office or retirenent. For the Purposes of this
Pa{?graph, the acquisition of the Conpany includes any of the

ol | ow ng:

(1) an offer made by any person to all the sharehol ders;

(2) an offer made by anK person with a view to making the offeror
ggcone a "controlling shareholder” within the neaning of Article

If the relevant director or supervisor does not conply with this
Article, any sumso received by himshall belong to those persons
who have sold their shares as a result of such offer. The expenses
incurred in distributing such sumon a pro rata basis anongst such
persons shall be borne by the relevant director or supervisor and
shal | not be paid out of such sum

CHAPTER 15: FI NANCI AL AND ACCOUNTI NG
SYSTEMS AND PRCFI T DI STRI BUTI ON

The Company shall establish its financial and accounting systems in
accordance with laws, admi nistrative regulations and PRC accounti ng
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Article 151

Article 152

Article 153.

Article 154,

Article 155.

Article 156

Article 157

standards fornul ated by the finance regulatory departnent of the
State Council.

At the end of each fiscal year, the Conpany shall prepare a
financial report which shall be examined and verified in a nmanner
prescribed by |aw.

The board of directors of the Conpany shall place before the
sharehol ders at every annual general neeting such financial reports
which the relevant |aws, adninistrative regulations and regul atory
docunent s pronulﬂated.by conpetent |ocal governnents and the
governnental authorities in charge require the Conpany to prepare.

The ConPany’s financial reports shall be nade avail able for

shar ehol ders’ inspection at the Conpany twenty (20) days before the
date of every sharehol ders’ annual general neeting. Each )
sharehol der shall be entitled to obtain a copy of the financia
reports referred to in this Chapter

The Company shall deliver or send to each sharehol der of
Overseas-Listed Foreign-lnvested Shares the aforesaid reports
together with the report of the board of directors not |ater than
twenty-one (21) days before the date of every annual genera
nmeeting according to Article 198.

The financial statenents of the Conpany shall, in addition to being
prepared in accordance with PRC accounting standards and
regul ati ons, be prepared in accordance with either internationa
accounting standards, or that of the ﬁlace.out5|de the PRC where
the Company’s shares are listed. If there is any materi al )
difference between the financial statenents prepared respectively
in accordance with the two accounting standards, such difference
shal|l 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.

Any interimresults or financial information published or disclosed
b{K;he Company nust be prepared and presented in accordance with

PRC accounting standards and regul ations, and al so in accordance
with either international accounting standards or that of the place
overseas where the Conpany’s shares are listed

The Company shall publish its financial reports four (4) times
every fiscal year. The Conpany shall submt an annual financial and
accounting report to the securities regulatory authority under the
State Council and stock exchange within four {(4) nonths after the
end of each fiscal year, submit an interimfinancial and accounting
report to the securities regulatorx authority under the State
Council and the stock exchange within two (2) nonths after the end
of the first six (6) nonths of each fiscal year and subnmit a
quarterly financial and accounting report to the securities

regul atory authority under the State Council and stock exchange
within one (1) nonth after the end of the first three (3) and the
first nine (9) nonths of each fiscal year respectively.

The Company shall not keep any other accounts other than those
required by | aw.
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Article 159.

Article 160.

When the Conpany distributes its after-tax profits for a given
year, they shall allocate ten per cent (10@5 of profits to its
statutory conmon reserve. The Conpany shall no | onger be required
to nake allocations to its statutory comobn reserve once the
aggregat e amount of such reserve exceeds fifty per cent (50% of
its registered capital

If the Conpany’s statutory conmon reserve is insufficient to make
up its losses of the previous years, such | osses shall be made up
fromthe profit for the current year the Conpany nekes allocations
to the statutory conmon reserve pursuant to the preceding

par agr aph

The Conpany may, if so resolved by the sharehol ders’ neeting, nake

allocations to the discretionary common reserve fromafter-tax

Proflts after making allocations to the statutory common reserve
romthe after-tax profits.

The Company’'s after-tax profits remaining after it has made up its
| osses and nade al locations to its comon reserve shall be
distributed in proportion to the sharehol dings of its sharehol ders.

If the sharehol ders’ neeting violates the precedi ng paragraph by
distributing profits to sharehol ders before the Conpany has nade up
its losses and nmade al |l ocations to the statutory common reserve,
the profits distributed in violation of regulations nust be
returned to the Conpany by the sharehol ders.

The shares held by the Conpany shall not be entitled to profit
di stribution.

Capital conmon reserve fund includes the follow ng itens:
(1) premiumon shares issued at a prem um price
(2) any other income designated for the capital common reserve fund
Egescribed by the finance regul atory departnent of the State
unci | .

The capital conmon reserve nay not be used to nmake up the | osses of
t he Conpany.

The common reserve fund of the Conmpany shall be applied for the
fol |l owi ng purposes:

(1) to nake up | osses;

(2) to expand the Conpany’s production and operation

(3) to be converted into capital. The Conpany may convert its

common reserve fund into capital with the approval of sharehol ders

in a general neetlng. When such conversi on takes place, the Conpany
ut

shal | "either distri e new shares in proportion to the existing
shar ehol di ng per cent ages,
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Article 162

Article 163.

Article 164.
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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
bal ance of the statutory common reserve fund may not fall bel ow 25
% of the registered capital

Di vi dend shall be paid twice a year. The annual dividends of the
Company shall be decided by the sharehol ders by way of an ordinary
resol ution. The sharehol ders may by way of an ordinary resol ution
aut hori ze the board of directors to decide the interimdividends.

The Conpany may distribute dividends in the form of:
(1) cash;

(2) shares;

(3) other forms pernmitted by |Iaw or regul ation

If the sharehol ders’ general neeting passes notions in connection
wi th dividend distribution, allotnment of bonus shares, or
conversion of capital commpbn reserve into equity shares, the
Company shal |l inplenent detailed plans thereof within two (2)
nmonths after the conclusion of such sharehol ders’ general neeting.
I f any sharehol der has not clained his dividends six years after
such divi dends has been decl ared, such sharehol der is deenmed to
forfeit his right to claimsuch dividends. The Conpany shall not
exercise its power to forfeit the unclainmed dividends until after
the expiry of the applicable linmtation period.

The Company shall cal cul ate, declare and pay divi dends and ot her
amounts whi ch are payable to hol ders of Domestic-lnvested Shares in
Renmi nbi . The Conpany shall cal cul ate and decl are divi dends and

ot her paynments which are payable to holders of Overseas-Listed
Forei gn-1 nvested Shares in Renninbi, and shall pay such anmounts in
the local currency of the place in which such Overseas-Listed
Forei gn-I nvested Shares are listed (if such shares are listed in
nore than one place, then the currency of the principal place on
whi ch such shares are listed as determ ned by the board of
directors).

The Conpany shal | ﬁay di vi dends and ot her anmounts to hol ders of
Forei gn-1 nvested Shares in accordance with the relevant foreign
exchange control regulations of the State. If there is no
applicable regul ation, the applicable exchange rate shall be the
average closing rate for the rel evant foreign currencK announced by
the Peopl e’ s Bank of China during the week prior to the
announcenent of paynent of dividend and ot her anounts.

The Company shal | appoint receiving agents for holders of the
Overseas-Li sted Forei gn-Invested Shares. Such receiving agents
shal | receive dividends which have been decl ared bK t he Canany and
all other amounts which the Conpany should pay to holders o
gwﬁr??as-Llsted Forei gn-1 nvested Shares on such sharehol ders

ehal f.
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Article 167

Article 168.

Article 169.

Article 170.

The receiving agents apPointed by the Conpany shall mneet the

rel evant requirenents of the |laws of the place where the Conpany’s
shares are listed or the relevant regul ati ons of the stock
exchange.

The receiving agent appoi nted for holders of Overseas-Listed
Forei gn-I nvested Shares listed in anﬂ Kong shal | each be a conpany
keglstered as a trust conpany under the Trustee Ordi nance of Hong
ong.

CHAPTER 16: APPO NTMENT OF AUDI TORS

The Company shal | apﬁoint an i ndependent firm of accountants which
is qualified under the relevant regulations of the State to audit
t he Company’s annual report and review the Conpany’s other
financial reports.

The first auditor of the Conpany may be appointed before the first
annual general neeting of the Company at the inaugural neeting.
Audi tor so appointed shall hold office until the conclusion of the
first annual general neeting.

If the inaugural neeting does not exercise the powers under the
p;egedlng par agr aph, those powers shall be exercised by the board
of directors.

The auditors apﬁointed by the Company shall hold office fromthe
concl usi on of the annual general meeting of sharehol ders at which
they were apﬁ0|nted until the conclusion of the next annual genera
meeti ng of sharehol ders.

Thehauditors appoi nted by the Conpany shall enjoy the follow ng
rights:

E%) aright toreviewto the books, records and vouchers of the
npany at any tine, the right to require the directors, president,
seni or vice presidents, vice presidents, chief financial officer
and other senior officers of the Conpany to supply rel evant

i nformati on and make expl anati ons;

(2) aright torequire the Company to take all reasonable steps to
obtain fromits subsidiaries such informati on and expl anation as
are necessary for the discharge of its duties;

(3? a right to attend sharehol ders’ general neetings and to receive
all notices of, and other conmmunications reIating to, any

shar ehol ders’ general neeting which any shareholder is entitled to
receive, and to speak at any sharehol ders’ general meeting in
relation to matters concerning its role as the Company’s

account ancy firm

If there is a vacancy in the position of auditor of the Conpany,

the board of directors may appoint an accountancy firmto fill such
vacanc% before the convening of the sharehol ders eneral neeting.
Any ot her accountancy firm which has been appoi nted by the Conpany

may continue to act during the period during which a vacancy
ari ses.

The sharehol ders in a general meeting may by ordinary resolution
remove
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the Company’s auditors before the expiration of its termof office,
|rre5ﬁect|ve of the provisions in the contract between the Conpany
and the Company’s auditors. However, the accountancy firm s right
to claimfor danmages which arise fromits renoval shall not be

af f ect ed thereby.

The renuneration of an accountancy firmor the manner in which such
firmis to be renunerated shall be detern ned by the sharehol ders
in a general neeting. The renuneration of an accountancy firm

appoi nted by the board of directors shall be determ ned by the
board of directors.

The Conpany’s appoi ntnent, renoval or non-reappoi nt ment of an
accountancy firmshall be resol ved bY t he sharehol ders in a genera
meeting. Such resolution shall be filed with the securities
authority of the State Council.

Where a resolution at a general neetinﬂ of sharehol ders is passed
to appoint as auditor a person other than an incunbent 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 renove an auditor before

the expiration of his termof office, the follow ng provisions
shal | apply:

1) A copy of the appointnment or renoval proposal shall be sent
before notice of neeting is given to the shareholders) to the firm
proposed to be appointed or ﬁroposing to |l eave its post or the firm
which has left its post in the relevant fiscal year (leaving
i ncludes | eaving by renoval, resignation and retirenent).

(2) If the auditor leaving its post nakes representations in
witing and requests the npany to give the sharehol ders notice of
such representations, the Conpany shall (unless the representations
have been received too | ate) take the foll owi ng nmeasures:

(a) in any notice regarding the adoption of resolutions given
todsharegolders, state the fact of the representations having been
made; an

~ (b) attach a copy of the representations to the notice and
deliver it to the shareholders in the manner stipulated in the
Conpany’s Articles of Association

(3) If the Conmpany fails to send out the auditor’s representations
in the manner set out in sub—Baragraph (2) above, such auditor may
(in addition to his right to be heard) require that the
representati ons be read out at the neeting.

(4) An auditor which is leaving its post shall be entitled to
attend the follow ng sharehol ders’ general neetings:

(a) the general neeting at which its termof office would
ot herwi se have expired
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Article 174.

(b) the general neeting at which it is proposed to fill the
vacancy caused by its renoval; and

~ (c) the general meeting which convened as a result of its
resi gnati on,

and to receive all notices of, and other conmunications relating
to, any such neeting, and to speak at any such neeting which it
attends the matters that concern it as former auditor of the
Conmpany.

Prior notice should be given to the accountancy firmif the Conpany
deci des to renove such accountancy firmor not to renew the
apE0|ntnent thereof. Such accountancy firmshall be entitled to
make representations at the sharehol ders’ general neeting. Were
the accountancy firmresigns fromits position as the Cbnpany’s
auditor, it shall make clear to the shareholders in a genera
nmeeti ng whether there has been any inpropriety on the part of the
Conmpany.

An accountancy firmmay resign its office by depositinP at the
Company’s | egal address a re5|8nat|pn noti ce which shall becone
effective on the date of such deposit or on such later date as may
be stipulated in such notice. Such notice shall contain the

foll owm ng statenments

(1) a statenment to the effect that there are no circunstances
connected with its resignation which it considers should be brought
to the notice of the shareholders or creditors of the Company; or

(2) a statenment of any such circunstances.

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
statenent under the Precedlng sub—paragraPh (ZL, a copy of such
statenment shall be placed at the Conmpany for sharehol ders
i nspection. The Conpany should al so send a copy of such statenent
g% prepaid mail to every sharehol der of Overseas-Listed Foreign
ar

es at the address registered in the register of sharehol ders.

Where the auditor’s notice of resignation contains a statenent in
respect of the above, it may require the board of directors to
convene a sharehol ders’ extraordi nary general neeting for the

pur pose of receiving an explanation of the circunstances connected
with its resignation.

CHAPTER 17: | NSURANCE
The various types of insurance of the Conpany’s insurance shall be

decided at a neeting of the board of directors in accordance with
the rel evant insurance |aw in China.
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Article 176

Article 177

Article 178.

Article 179.

Article 180.

Article 181

CHAPTER 18: LABOUR AND PERSONNEL
MANAGEMENT SYSTEMS

The Conpanx may at its discretion enploy and dism ss enpl oyees
based on the business devel opment needs of the Conpany and in
accordance with the requirements of the | aws and adnihistrative
regul ati ons of the State.

The Company may fornulate its |abour and payroll systens and
paynment nethods in accordance with the relevant laws and

regul ations of the State, the Conpany’s Articles of Association and
the economi cal benefits of the Conpany.

The Company shall endeavour to inprove its enployee benefits and to
continually inprove the working environnment and [iving standards of
its enpl oyees.

The Conpan¥ shal | provide nedical, retirenent and unenpl oynent
insurance tor its enployees and put in place a |abour Insurance
%ystenl in accordance with the relevant |aws and regul ations of the
t at e.

CHAPTER 19: TRADE UNI ONS

The Company’s enpl oyees may formtrade unions, carry on trade union
activities and protect their legal rights. The Conpany shal
provi de the necessary conditions for such activities.

CHAPTER 20: MERGER AND DI VI SION OF THE
COVPANY

In the event of the merger or division of the Conpany, a Plan shal
be presented by the Conpany’ s board of directors and shall be
approved in accordance with the procedures stipulated in the
Conmpany’s Articles of Association. The Conpany shall then gp

t hrough the rel evant approval process. A sharehol der who objects to
the pllan of nerger or division shall have the rlght to demand the
Company or the sharehol ders who consent to the ﬁ an to acquire his
shareholding at a fair price. The contents of the resolution of
nmerger or division of the Conpany shall constitute specia

docunents which shall be available for inspection by the

shar ehol ders of the Conpany.

Such speci al docunents shall be sent by nail to hol ders of
Overseas-Li sted Foreign-lnvested Shares. The reC|ﬁ|ent’s addr ess
shoul d be based on the information contained in the register of
shar ehol ders

The nerger of the Conpany may take the form of either nerger by
absorption or nerger by the establishnment of a new conpany.

In the event of a nerger, the nerPing parties shall execute a

mer ger agreenent and prepare a balance sheet and an inventory of
assets. The
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Article 183.

Article 184.

CbnpanK shall notify its creditors within ten (10) days comencin
fromthe date of the Conpany’s merger resolution and shall publis

a public notice in a newspaper within thirty (30) days commencing
fromthe date of the Conpany’s merger resolution. Creditors nay,
within a Perlod of thirty (30) days conmencing fromthe date o
receipt of the witten notification, or within a period of
forty-five (45) days commencing fromthe date of the announcenent
for those who do not receive witten notification, claimful
repaynent or require the provision of a corresponding security from
t he Conpany.

At the time of merger, rights and indebtedness of each of the
nmerged parties shall be assuned by the conpany which survives the
merger or the newy established conpany.

Where there is a division of the Conpany, its assets shall be
di vided up accordingly.

In the event of division of the Conpany, the parties to such

di vi sion shal|l execute a division agreenent and prepare a bal ance
sheet and an inventory of assets. The Company shall not|f¥ its
creditors within ten (10) days comencing fromthe date of the
Company’s division resolution and shall publish a public notice in
a newspaper within thirty (30) days commencing fromthe date of the
Conpany’ s divi sion resol ution.

The liability for the debts before the Conpany is divided shall be
borne by the conpanies surviving the division, unless the Conpany
and its creditors have entered Into a witten agreenent on paynent
ofhdebts prior to the division and the agreenment stipul es

ot herw se.

The Conpany shall, in accordance with law, apply for change in its
registration with the conpanies registration authority where a
change in any itemin its registration arises as a result of any
merger or division. Were the Conpany is dissolved, the Conpany
shall apply for cancellation of its registration in accordance with
| aw. Where a new conpany is established, the Conpany shall apply
for registration thereof in accordance with | aw.

CHAPTER 21: DI SSOLUTI ON AND LI QUI DATI ON

The Company shall be dissolved and |iquidated upon the occurrence
of any of the follow ng events:

(1) a resolution for dissolution is passed by sharehol ders at a
general neeting;

E%) di ssolution is necessary due to a nmerger or division of the
nmpany;

(3) its business licence has been revoked, or it is ordered to
cl ose down or is dissolved according to |aw, or

(4) where there are serious difficulties in the operation and
nmanagenent
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Article 186

Article 187

Article 188.

of the Conpany and the continual existence would cause major | osses
to the interests of the shareholders, and the matter cannot be
resol ved t hrough ot her neans, sharehol ders representing 10% or nore
of the voting rights of the Conpany nmay petition to the court for

di ssol ution of the Conpany.

A liquidation conmittee shall be set up so as to commence the
|'iquidation procedures within fifteen (15) days of the Conpany
bei ng dissolved pursuant to sub-paragraph (1), (3? and (4) of the
preceding Article. The liquidation commttee shall be conposed of
directors or of the persons determ ned by the sharehol ders’ genera
neeting. If the Company fails to establish |iquidation conmttee to
carry out the liquidation within the time linmit, its creditors may
nmake an application to the court for its designation of relevant
Perspns to forma liquidation conmittee to carry out the

i qui dati on.

Where the board of directors proposes to |iquidate the Conpany for
any reason other than the Conpany’s declaration of its own

i nsol vency, the board shall include a statement in its notice
conveni ng a sharehol ders’ general neeting stating that, after
making full inquiry into the affairs of the Cor ang, the board of
directors is of the opinion that the Conpany will be able to pay

its debts in full within twelve (12) nmonths fromthe commencenent
of the Iiquidation

Upon the passing of the resolution by the shareholders in a genera
nmeeting for the I|8U|dat!on of the Conpany, all functions an
powers of the board of directors shall cease.

The liquidation coimmittee shall act in accordance with the

i nstructions of the sharehol ders’ general neeting to make a report
at least once every year to the sharehol ders’ general neeting on
the conmittee’s incone and expenses, the business of the Conpany
and the progress of the liquidation; and to present a final report
to the sharehol ders’ general neeting on conpletion of the

I i qui dati on.

The liquidation committee shall, within ten (10) days of its

est abl i shment, send notices to creditors and shall, within sixty
(60) days of its establishment, publish a public announcenent 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 announcenent,
report its rights to the [iquidation conmittee. \Wen 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.

During the liquidation period, the liquidation conmittee shal
exercise the follow ng functions and powers:

(1) to sort out the Conpany’ s assets and prepare a bal ance sheet
and an inventory of assets respectively;
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Article 190.

Article 191

(2) to notify the creditors or to publish public announcenents;

Eg) to di spose of and liquidate any unfini shed busi nesses of the
nmpany;

(4) to pay all outstanding taxes as well as taxes arising in the
course of 1iquidation;

(5) to settle clains and debts;

(6L to deal with the surplus assets remmining after the Company’s
debt s have been repaid;

(7) to represent the Conpany in any civil proceedings.

After it has sorted out the Conpany’'s assets and has prepared the
bal ance sheet and an inventory of assets, the liquidation committee
shall fornulate a liquidation plan and present it to a

sharehol ders’ general neeting or to the rel evant governmenta
authority for confirmation.

The conpany’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 reasonabl e procedure deternined by the
Iiquidation comittee

Any surplus assets of the Cpnﬁanx remai ning after its debts have
been repaid in accordance with the provisions of the preceding
paragraph shall be distributed to its sharehol ders according to the
cl ass of shares and the proportion of shares held.

During the liquidation period, the Conpany shall not commrence any
new busi ness activities.

For a liquidation arising fromthe Conmpany’s dissolution, if after
l'iquidating the Company’s assets and preparing a bal ance sheet and
an inventory of assets, the liquidation committee discovers that

t he CbnpanK s assets are insufficient to repay the Conpany’s debts
in full, the liquidation committee shall inmediately apply to the
court for a declaration of insolvency.

After the Conpany is declared insolvent by a ruling of the court,
the liquidation committee shall transfer all matters arising from
the liquidation to the court.

Fol I owi ng the conpletion of the Iiquidation, the |iquidation
conmittee shall prepare a Iiguidation report, a statenent of income
and expenses received and nmade during the |iquidation period and a
financial report, which shall be verified by a Chinese registered
accountant and subnmitted to the sharehol ders’ general neeting or
the rel evant governnental authority for confirnmation.

The liquidation committee shall, within thirty (30) days after such
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Article 193.

Article 194.

Article 195.

Article 196

confirmati on, subnit the docunents referred to in the Preceding
paragraph to the conpanies registration authority, aPp for
cancellation of registration of the Cbnpan¥, and publish a public
announcenent relating to the term nation of the Conpany.

Menbers of a liquidation committee shall be faithful in the

di scharge of their duties and performthe |iquidation obligations
according to law. Menbers of a liquidation committee may not abuse
their authority to accept bribes or other illegal income and may
not seize the Conpany’s property.

r through gross

If menbers of a liquidation conmittee wlful ol
its editors, they shal

negli gence cause | oss to the Conpany or
be liable for conpensation

CHAPTER 22: PROCEDURES FOR AMENDMENT
OF THE COWPANY’' S ARTI CLES OF ASSCCI ATI ON

The Company may amend its Articles of Association in accordance
with the requirenments of |aws, administrative regulations and the
Conpany’s Articles of Association

ly
Ccr

The Company’s Articles of Association shall be amended in the
fol |l owi ng manner:

E%) The board of directors shall propose amendnents to the
nmpany’s Article of Association

(2) The foregoing proposal shall be furnished to the sharehol ders
inwiting and a sharehol ders’ neeting shall be convened;

(3) The amendnments shal |l be approved by votes representing nore
than two-thirds of the voting rights represented by the
sharehol ders present at the neeting.

Amrendment of the Cbggany’s Articles of Association which involves
the content of the Mandatory Provisions of Overseas-Listed
Compani es’ Articles of Association (signed by the Securities
Committee of the State Council and the Econom ¢ Reform Conmittee of
the State on 27 August 1994) ("Mandatory Provisions") shall become
effective upon receipt of approvals fromthe securities authority
of the State Council and the conpani es approving departnent
authorised by the State Council. If there is any change relating to
the registered particulars of the Conpany, application shall be
made for change in registration in accordance with | aw.

CHAPTER 23: DI SPUTE RESOLUTI ON

The Conpany shall abide by the followi ng principles for dispute
resol ution:

(1) Whenever any disputes or clains arise between: holders of the
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Over seas- Li sted Foreign-lnvested Shares and the Conpany; hol ders of
t he Overseas-Listed Foreign-lnvested Shares and the Conpany’s
directors, supervisors, president, senior vice presidents, vice
ﬁre5|dents, chief financial officer or other senior officers; or

ol ders of the Overseas-Listed Foreign-Invested Shares and hol ders
of Donestic-lnvested Shares, in respect of any rights or
obligations arising fromthe Conmpany’s Articles of Association, the
Conpany Law or any other relevant |aws and adnministrative
regul ati ons concerning the affairs of the Conpany, such disputes or
clains shall be referred by the relevant parties to arbitration

Where a dispute or claimof rights referred to in the
precedi ng paragraph is referred to arbitration, the entire claimor
di spute nmust be referred to arbitration, and all persons who have a
cause of action based on the sanme facts givin? rise to the dispute
or claimor whose participation is necessary for the resolution of
such dispute or claim shall, where such person is the Conpany, the
Conpany’ s sharehol ders, directors, supervisors, president, senior
vice presidents, vice presidents, chief financial officer or other
seni or officers of the Conpany, conply with the arbitration

) Di sputes in respect of the definition of sharehol ders and
disputes in relation to the regi ster of sharehol ders need not be
resol ved by arbitration.

(2) A clainmant naY elect for arbitration to be carried out at
either the China International Economic and Trade Arbitration
Conmi ssion in accordance with its arbitration rules or the Hong
Kong International Arbitration Centre in accordance with its
securities arbitration rules. Once a clainmant refers a dispute or
claimto arbitration, the other party nust proceed with the
arbitral body elected by the clal nant.

If a claimant elects for arbitration to be carried out at Hong
Kong International Arbitration Centre, anK party to the dispute or
cl alrm may appIK for the proceedings to take place in Shenzhen in
accordance with the securities arbitration rules of the Hong Kong
International Arbitration Centre

(3L_If any disputes or clains of rights are settled bx_may of
arbitration in accordance w th sub-paragraph (1) of this Article,
the aws of the PRC shall apPIy, save as otherw se provided in the
| aws and adnini strative regul ati ons.

(4) The award of the arbitral body shall be final and concl usive
and binding on all parties.

CHAPTER 24: NOTI CE

Unl ess ot herwi se provided, the Conpany shall, where it is nmaking a
publ i ¢ announcenent in the prescribed or approved manner, issue or
deliver any notice or announcenent in at |east one (1) nedia which
has been designated by the securities authority of the State
Counci |, and, where possible, to publish such notice or
announcenent on the sane day in the fornms required, fromtinme to
tinme, by overseas regulatory authorities where the Conpany’s
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Article 199.

Article 200.

Article 201

shares are |isted.

Unl ess otherwi se provided in the Conpany’s Articles of Association
corporate comuni cation (as defined In the Rules vaernlng_the
Listing of Securities on The Stock Exchange of Hong Kong i mted)
e.g. notices, information or witten statements issued the
Conpany to hol ders of Overseas-Listed Foreign-Invested Shares, if
del 1 vered by hard coPy, shal| be delivered In person to the

regi stered address of each of such shareholders, or sent by mail to
each of such sharehol ders

AnY corporate communi cati on may be served by the Conpany to any

hol ders_of Overseas-Listed Foreign-lnvested Shares by electronic
nmeans, including publishing any ready—to—ﬁubllsh el ectronic copy of
docunents that can be submtted through HKEx-EPS to the Hong Kong
St ock Exchan?e for publication on its website, and, as well as
submi ssion of the Conpany’s annual report (including audited
financial statements) or other information in electronic forns to
U S. Securities and Exchange Conmi ssi on gthe "SEC'). The Conpany
shal | simultaneously publish the sane infornmation on its website.

Hol ders of the Conpany’s Overseas-Listed Foreign-Invested Shares
may choose in mwltlng to receive the corporate conmuni cation that

t he Conpany nust send to sharehol ders either b% post or using

el ectroni c means, and al so choose to receive the English |anguage
version only or the Chinese | anguage version onIY or both the
Engl i sh and Chi nese | anguage versions. They shall have the right at
any tine by reasonable prior witten notice served on the Conpany
to change their choices as to the manner of receiving the same and
the | anguage i n accordance with applicabl e procedures.

Notices to be issued to holders of Donestic-Ilnvested Shares shal
have to be released in anK one or nore nedia apﬁointed b¥ t he
securities authority of the State Council. Al holders o
Donesti c-1 nvested Shares shall be deened to have recei ved such
noti ces once they are published.

Al notices which are to be sent by nail shall be clearly

addr essed, postage.Pre-pald, and shall be put in envel opes before
bei ng posted by mail. Such |letters of notice shall be deemed to
Qave beﬁn received by shareholders five (5) days after the date of
espat ch.

Any notice, docunment, information or witten statement fromthe
sharehol ders or directors to the Canany shal | be delivered
personally or sent by registered nail to the | egal address of the
Conmpany.

Shar ehol ders or directors of the Conmpany who want to prove that
certain notices, docunents, information or witten statenents have
been sent to the Conpany shall provide evidential materials show ng
that such notices, documents, information or witten statenents
have been sent to the Conpany by normal nethods within a designated
tinme period, and that the mailing address is correct and the
postage is fully paid.
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Article 203.

Article 204.

CHAPTER 25: SUPPLEMENTARY

In the Cbnpan¥fs Articles of Association, references to
"accountancy firm' shall have the sane neaning as "auditor".

In the Conpany’s Articles of Association, references to "listing
rules", if not stated otherw se, shall nean the Rul es of Shangha
St ock Exchange for the_Llstln% of Shares and the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limted collectively.

The Company’s Articles of Association are witten in Chinese and
English. Both text shall be equally valid. If there is any
dlscrePancy between the two versions, the Chinese version shal
prevail .

The right to interpret the Conpany’s Articles of Association shal
vest wth the board of director of the Conpany.
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<TABLE>
<S> <C
O feree: Name: ZHOU, Jiping Oferor:
Title: Presi dent of PetroChi na Conmpany Title:
Limted ("PetroChina")
</ TABLE>
<TABLE>
<CAPTI ON>
KEY PERFORVMANCE
I NDI CES I NDI CES (KPI)
<S> <C

Profits Indices

Operating Indices

</ TABLE>

Rate of return of the
invested capital of
Pet roChi na (RO C)

Net incone of PetroChina
(N1)

Free cash flow of
Pet r oChi na ( FCF)

Rate of crude oil reserves
repl acenent
Domestic unit oil and gas

lifting cost

Cash processing cost for oil

Nane: JIANG Jienmin

VEI GHT (%)

20

15

10

<C

Chai rman of the Board of
Directors of PetroChina

MEASUREMENT

In 100 mllion RVB

In 100 mllion RVB

%

US$/ barrel

RMVB/ t on

Term of the Contract:

EXH BIT 4.1
YEAR 2008 PERFORVANCE CONTRACT W TH MANAGEMENT COF PETROCHI NA COVPANY LI M TED

January 1, 2008 to

Decenber 31, 2008

Dat e of Execution:

1152.5

-37.9
100

2008

ACTUAL PERFORMANCE



<TABLE>
<S> <C
Cash marketing cost for oil

Gap between the actual
capi tal expenditure and
budget

I ndices to be Put
under Control

Saf ety and environnental
protection

</ TABLE>

<C <C
5 RVB/ t on
5 %

<C
213.7 (for whol esal e)
163.5 (for retail)

+- 5

i ndustrial production accidents involving enpl oyee

death < or = 0.04 /oo;

extraordinarily serious safe production

accidents = 0; and

extraordinarily serious environnmental accidents.

<C

Conpr ehensi ve
performance expressed
In marks to be
increased by 5 marks if
achi eving the target
for the rel evant index
put under control, and
to be reduced by 5
marks if failing to
achieve the target for
the rel evant index put
under control .



. . ~ Exhibit 4.2
English Transl ation of Chinese Origina

Rl SK OPERATI ON SERVI CE BUSI NESS ASSETS TRANSFER AGREEMENT
By and between
CHI NA NATI ONAL PETRCLEUM CORPORATI ON
And
PETROCH NA COVPANY LI M TED
August 23, 2007



<TABLE>
<S>

ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
ARTI CLE
EXH BI T
EXH BI T
</ TABLE>
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RI SK OPERATI ON SERVI CE BUSI NESS ASSETS TRANSFER AGREEMENT

This Ri sk Operation Service Business Assets Transfer Agreement (this
"Agreenent") is entered into this 23rd day of August, 2007 In Beijing by and
bet ween CHI NATI ONAL PETROLEUM CORPORATI ON S"Party A'), with its enterprise
| egal person business |icense nunber being 1000001001043 and regi stered address
being at Liupukang, Xicheng District, Beijing, and PETROCH NA ANY LI M TED
S"Party B'), withits enterprise |egal person business |icense nunber being
B000001003252 and regi stered address being at 16 Andel u, Dongcheng District,

ei jing.

Wher eas,

(i) Party Bis a joint stock conpanE i ncorporated on Novenber 5, 1999
under the laws of the People s Republic of China (the "PRC') , and its
H shares and ADSs are currently |isted and traded on the Stock
Exchange of Hong Kong Limited and on the New York Stock Exchange, Inc.
respectively. Party hol ds 88.21% of the share capital of Party B and
therefore is the controlling sharehol der of Party B; and

(ii) Party A agrees to transfer to Party B, and Party B agrees to purchase
fromParty A, the assets (including Iiabilities¥ of Party A s risk
operation service business, subject to the terns and conditions of
this Agreenent.

Party A and Party B hereby reach agreenent as foll ows:
ARTI CLE 1 DEFI NI TI ONS
1.1 For purposes of this Agreement, unless the context otherw se

SEeC|fies, terns in this Agreenent and the exhibits hereto shall have
t he nmeani ngs set forth bel ow

<TABLE>

<S> <C

" Agreenent"” or refers to this Risk Operation Service Business Assets

thi's "Agreenent"” Transfer Agreenent dated August 23, 2007 by and between the
parties hereto;

"Party A" refers to China National Petroleum Corporation and its
subsi di ari es, branches and other affiliated entities;
unl ess otherwi se required by the context, the term"Party
A" shall include all the assets and business of Party A

"Party B" refers to PetroChina Conpany Limted and its subsidiaries
branches and other affiliated entities; unless otherw se
required by the context, the term"Party B" shall include
all' the assets and business of Party B

</ TABLE>



<TABLE>

<S>

"Ri sk Operation
Servi ce Busi ness

"Ri sk Operation
Servi ce Business
Asset s"

"d osing"

"d osing Date"

"Base Date"

"Audit Reports"

" Appr ai sal Report™

</ TABLE>

1.2 Unl ess otherw se specified herein,

<C

refers to the full-range risk operation services di scussed
hereunder provided to Party B s devel opnent and production
operation 1n the hard-to-exploit blocks, at Party A's
expense and risk, by such second-Ilevel entities of Xin%ian
Petrol eum Admi ni stration Bureau as |l ess-profitable oilfiel
devel opnent conpani es, cooperative devel opnent and oi
extraction operation areas, and the Gl and Gas Cooperative
Devel opnent Conpany of Tuha Petrol eum Expl oration and

Devel opment Headquarters;

refers to the assets to be transferred hereunder, which are
gener at ed bY the Ri sk eration Service Business of such
second-l evel entities of Xinjiang Petrol eum Adm nistration
Bureau as |l ess-profitable oilfield devel opnment conpani es,
cooperati ve devel opnent and oil extraction operation areas,
and the O 1 and Gas Cooperative Devel opnent Conpany of Tuha
Pet rol eum Expl orati on and Devel opnent adquarters,
including the assets as set forth in Exhibit 2 hereto;

has the neaning set forth in Article 4 hereof;

the later of August 23, 2007, or the date on which all the
Condi}iogs specified in Article 5 bel ow have been
satisfi ed;

refers to Decenber 31, 2006, the date on which the assets
apprai sal is conducted for the purposes of the transfer
cont enpl at ed her eunder

refers to the Special Audit Report on Ol and Gas )
Cooper ati ve Devel opnent Cbnﬁany of Tuha G| Exploration and
Devel opment Headquarters (Zhong Tian Yun [2007£ Pu Zi No.
04212) and the Special Audit Report on the Ri sk Operation
Servi ce Business of Xinjiang Petrol eum Admi ni stration
Bur eau (Zhong Ti an Yun LZOO ] Pu Zi No. 04213) in each
case, dated June 20, 2007 and issued by Zhongtianyun
Accountants Linited for the purposes of the transfer
cont enpl at ed her eunder; and

refers to the Assets Apprai sal Regort (Zhong Q@ Hua Pin87

Bao Zi (2007) No. 195-1 and No. 195-2) dated June 20, 20
i ssued by ina Enterprise Appraisal Co., Ltd.

for the purposes of this Agreenent,

(a) Al references herein to a party shall include the successors
t her eof ;
(b) Al references herein to Articles or Schedule shall refer to

Articles or Schedul es of this Agreenent;

(c) This Agreenent shal

be construed to refer to this Agreenent as

ext ended, anended, nodified or supplenented fromtine to tineg;

(d) Headings used herein are for convenience only,

and shall not in

any way affect the neaning or performance of this Agreenent; and
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(e) Any subsidiary or affiliated entity of Party A
Party B or any of its subsidiaries or affil

shal | not include
ated entities.

ARTI CLE 2 DELI VERY OF ASSETS

2.1 Subject to the terns and conditions of this Agreement, Party A shal
deliver to Party B, and Party B shall take delivery fromParty A of,
the Ri sk Operation Service Business Assets and any and all the
existing and future rights attached thereto, in reliance on Party A's
rel evant representations, warranties and covenants contai ned herein.

2.2 The Risk

det ai |

~The parties
ESrV|pe Fu;lness
prai sal Report
Co., Ltd. In the
Busi ness for the

; CEgration Servi ce Business Assets are described in greater
in hibit 2 hereto.

ARTI CLE 3 TRANSFER OF ASSETS

hereto agree that the consideration for the R sk Operation
Assets shall be RMB 1, 652,279,200, as deternined based on the
dated 31 Decenber, 2006 prepared by China Enterprise Appraisa
event the net assets generated by the Ri sk Operation Service
period from1 January 2007 to 31 August 2007 as shown in the

nanaﬂenent accounts for that period is higher than the value of the net assets

of t

e Ri sk Operation Service Business as at 31 Decenmber 2006, Party B shall pay

such difference to Party A in cash

ARTI CLE 4 CLOSI NG

4.1 Date of dosing

The closing of the assets transfer contenpl ated hereunder (the

"C osing") 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 "Cl osing Date").

4.2 At the dosing, 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 docunents
and ot her instruments that evidence any and all the title
and operating rights to and in the R sk Operation Service
Busi ness Assets are vested with Party B, 1ncluding but not
limted to, land use certificates, building title
certificates, accounting books and records, property

i nsurance policies and receipts for insurance prem um
payment ;



4.4

(ii) any and all the third party consents necessary for Party A's
transfer to Party B of the Ri sk Operation Service Business
Assets, including but not linmted to, consents fromrel evant
creditors and consents fromrel evant gover nnent al
authorities; and

(iii) any and all the effective contracts, books, certificates,
records and other instrunents (including financial records)
g?ssessed or controlled by Party Ain connection with the

sk Operation Service Business Assets, and

4.2.2 allow Party B to take possession of the Ri sk Operation Service
Busi ness Assets.

Party B shall obtain the R sk Operation Service Business Assets as
fromthe d osing Date (|ncIu5|veL. As fromthe Cosing Date, Party B
shal | become the sole owner of the Risk Operation Service Business
Assets and have all the operating rights In and to the R sk Operation
Servi ce Business Assets.

Unl ess otherwi se 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 Cosing Date
shal | be exercised and perfornmed by Party A

In case Party A fails to fulky conply with Section 4.2 above, Party B
may el ect to consummate the Closing to the extent practicable w thout
any prejudice to any other renedies and rights avallable to it under
this Agreement and ot herw se.

ARTI CLE 5 CLCSI NG CONDI TI ONS

The Cd osing shall be subject to the satisfaction of all the follow ng
precondi tions:

(a) Party B has conpleted its due diligence with respect to the
status of the R sk Operation Service Business Assets;

(b) Party A has obtained fromits creditors and any other rel evant
third parties any and all the necessary consents for Party A's
transfer of the sk Operation Service Business Assets to Party

(c) there has been no naterial adverse change to the operation or
techni cal performance of the Ri sk Operation Service Business; and
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(d) As at the dosing Date, Party A's representations, warranties and
covenants contained herein shall remain true, accurate, conplete
and effective.

The parties hereto shall make all reasonable efforts to ensure that

all the conditions set forth in Section 5.1 above wi || have been
satisfied by August 23, 2007. Were 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 termnate this
Agreenment at its discretion

Each of the parties hereto agrees that where any regulatory authority
in the jurisdiction in which its shares are listed and rel evant PRC
governnental authorities raise certain conditions in order to approve
the transfer of the R sk Operation Service Business Assets as
contenpl ated hereunder, the parties will negotiate correspondi ng and
appropriate amendnents to this Agreement and ot her rel evant C osing
conditions. Where no agreenent fails to be reached through such

negoti ations and the performance of this Agreement will result in
either Party A or Part& B violating any PRC | aw and/ or rel evant
arty A or Party B, as the case may be, shal

Iistlnﬂ rules, either | ( f S )
have the right to termnate this Agreenent at its discretion

ARTI CLE 6 POST- EXECUTI ON OBLI GATI ONS OF PARTY

Party A undertakes that it will use its best efforts to provide Party
Bwith any and all materials and assistance in connection with the
operation and mai ntenance of any Ri sk Operation Service Business
reasonably requested by Party B

Wthout the consent of Party B, Party A may not nake use of or

di scl ose or release to any third party any information relating to any
Ri sk Operation Service Business Assets except where the information is
otherw se available in the public domain or where disclosure is
required by the orders of a court having conmpetent jurisdiction or the
rel evant regul atory authorities.

ARTI CLE 7 REPRESENTATI ONS, WARRANTI ES AND COVENANTS COF PARTY A

Party A hereby makes the representations, warranties and covenants in
accordance with the terms set forth under Exhibit 1 ("Warranties") to
Party B, and acknow edges that the execution by Part% B of this
Agreenment is based on the reliance of Party B on such Warranti es.

Each Warranty of Party A set forth in Exhibit 1 shall be severable and
i ndependent, " and none of ot her GéOVISIQnS in this Agreement or the
exhibits hereto may limt such rranties.

Party A hereby further undertakes to indennif% Party Bin all for and
against all losses or liabilities, including but not linmted to, the
decrease of the val ue of



any Ri sk Operation Service Business Assets, arising from breaches of
any Warranties b Partg: 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
term nate this Agreenent.

7.4 Party A shall pronptly informParty Bin witing of any violations of
t he rranties or any matters not consistent with the rranties it
becones aware of before or after the d osing.

ARTI CLE 8 REPRESENTATI ONS AND WARRANTI ES OF PARTY B

~ Party B hereby represents and warrants to Party A that fromthe date of
this Agreement to the C osing Date:

8.1 Party Bis a conpany linmited by shares duly organized, validly
exi sting and in good standing under the |aws of the PRC and has
statutory corporate rights.

8.2 Party B has all necessary power and authority to enter into and
performthis Agreenent.

8.3 The execution and perfornmance of this Agreenent by Party B does not
violate its articles of association or any applicable | aws or
regul ati ons.

8.4 This Agreenent constitutes a valid and binding obligation of Party B
ARTI CLE 9 EMPLOYEES

Party B nay conduct its enploynent managenent in its own discretion for the
pur pose of continuing operation of the Risk eration Service Business Assets,
I ncl udi ng enplpyln% the former enployees engaged by Party A for the Risk
Qperation Service Business Assets.

ARTI CLE 10 ACCESS TO | NFORVATI ON

Fromthe date of this Agreement, Party A shall afford Party B and any
persons aut horized by Party and shall cause such person to be afforded access
to all materials regarding the Ri sk Operation Service Business Assets, and all
books, title instrunents, contracts, records and any other documents regarding
the R sk Operation Service Business Assets, and the executive officers and
enpl oyees of Party A shall pronptly furnish such materials and explanations with
respect thereto to any such persons.

ARTI CLE 11 FORCE MAJEURE

If a party has been prevented fromperformng all or part of its

obligations provided in this Agreenent because of an event of Force Myj eure,
i ncl udi ng earthquake, typhoon, flood, fire, war and any governnenta
interference, or change of circunstances, It shall inmrediately notify the other
Party in witing, and shall provide details of the event of Force Majeure or
change of circunstances, as well as valid evidence supporting its inability to
performall or part of its obligations hereunder or the reasons for the del ayed
gerfornance, wi thin seven (7) days following the occurrence of such an event.

he parties shall negotiate to term nate thi's Agreenent, partlaIIK rel ease or
del ay the performance of the affected obligations, according to the influence of
such an event on the performance of this Agreenent.
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ARTI CLE 12 COVMUNI CATI ONS

Noti ces or other communications required to be given by any party pursuant
o0 this Agreenent shall be witten in Chinese and sent by personal delivery or
n registered mail or facsimle to the address/fax nunber of the other party set
orth below. The dates on which notices shall be deened to have been effectively
iven shall be determined as foll ows:

t
i
f
g

(i) Notices given by personal delivery shall be deened effectively given
on the date of personal delivery;

(ii) Notices given in a registered mail shall be deened effectively given
on the seventh day after the date on which they were numiled (as
i ndi cated by the postmark), excluding public holidays;

(iii) Notices given by facsinile shall be deened effectively given upon the
compl etion of transm ssion. The part% sendi ng notices shall provide
the el ectroni ¢ answerbacks produced by the facsimle nmachine it has
received for the notices it sends to the other partK in order to prove
the conpl ete transm ssion of such notices to the other party.

If to Party A

Chi na National Petroleum Corporation
Llpppkan%, Xi cheng District

Beijin 00724

Fax: 010-6209 4205

If to Party B:

Pet r oChi na CbnEgny Limted
16 Ande Road, ngcheng District
Beijing 100011

Fax: 010-8488 6001

ARTI CLE 13 GOVERNI NG LAW AND DI SPUTE RESCLUTI ON

13.1 This Agreenent shall be governed by and construed in accordance with
the laws of the PRC

13.2 Any dispute arisinﬂ from out of or in connection with this Agreenent
shal | 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 Conm ssion. Such
di spute shall be finally settled by arbitration in accordance with the
then effective rules of arbitration of the Beijing Arbitration
Conmi ssion. The arbitral award is final and bindi ng upon



14.1

14. 2

14. 3

14. 4

14. 6

Party A

both parties.
ARTI CLE 14 OTHER PROVI SI ONS

The parties shall be solely responsible for their own costs and
expenses arising fromthe transter of the R sk Operation Service
Busi ness Assets hereunder according to the applicable | awns.

Upon the Cosing of the transfer of the Ri sk Operation Service

Busi ness Assets, except with respect to the surviving conpany, Party A
shall finish all required change or cancellation formalities with the

conpetent adninistration of industry and conmerce and tax authorities.

The invalidity, illegality or unenforceability in any respect of any
termor other provision of this Agreenent may not affect or prejudice
the legality, validity and enforceability of all other terns and
provi sions of this Agreenent.

This Agreement together wth an% docunents referred to herein shal
constitute an entire agreenent between the parties hereto. The parties
clearly represent that any amendnment to this Agreenent shall be
invalid unless in witing.

This Agreenent shall have cone into effect upon the execution and
af fixing seals by the representatives of each party.

CHI NA NATI ONAL PETRCLEUM CORPORATI ON

Aut hori zed representative: Wen Q ngshan (signature and seal of Party A)

Party B:

PETROCH NA COVPANY LI M TED

Aut hori zed representative: Zhou M ngchun (signature and seal of Party B)
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EXH BIT 1 Further Representations, Warranties and Covenants of Party A
CORPORATE MATTERS

.1 Party Ais wholly state-owned conpanr duly organi zed and validly existing
under the laws of the PRC and has full and legal rights to own its assets
and operate its business.

.2 Al the copies of the business license, articles of association and ot her
docunents of Party A provided to Party B are accurate and conpl ete, and
conformwith the original copies of such docunments

.3 Party A has alllnecessarx power and authority to execute this Agreenent and
performits obligations hereunder

.4 This Agreenent and anY ot her docunents to be executed by Party A pursuant
to this Agreement shall constitute the valid and bi nding obligations of
Party A, which are enforceable in accordance with the rel evant terns.

APPROVALS

.1 The transfer of the Risk Operation Service Business Assets by Party Ato
Party B shall be conducted in accordance with the PRC | aw.

.2 UPon the Cosing Date, all governnental approvals required for the transfer

of the Risk Operation Service Business Assets, including but not linited
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 approval s have been cancel | ed.

.3 Party A has been granted all necessary authorization for the execution and
performance of thi's Agreenent.

.4 The execution and performance of this Agreenent does not violate any
applicable laws or regul ations.

OMNERSHI P AND CONDI TI ONS OF ASSETS

.1 Except as otherw se indicated, none of the Ri sk Operation Service Business
Assets is subject to any encunbrance of any form In the event of any |lega
proceedings in respect of financial guarantees or any other disputes
ar|S|ng Brlor to the Cosing Date, such proceedings or disputes shall be
assune y the appropriate unlisted conpanies, i.e. Xinjiang Petrol eum
Adm ni stration Bureau or Tuha Petrol eum Expl orati on & Devel opnent
Headquarters. Details regarding the Ri sk Operation Service Business Assets
set forth in Exhibit 2 are true, conplete and accurate in all respects.
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EXH BIT 2 Scope of the Ri sk Operation Service Business Assets

The Ri sk Operation Service Business Assets cover the principal business of such
second-l evel entities of Xinjiang Petroleum Adninistration Bureau as

| ess-profitable oilfield devel opnment conpani es, cooperative devel opnent and oi
extraction operation areas, and the O | and Gas Cooperative Devel opment Conpany
of Tuha Petrol eum Expl oration and Devel opnment Headquarters, includi ng but not
limted to, assets relating to the Ri sk Operation Business and the assets,
liabilities and interests associated therewith, which in particular, include the
foll owi ng assets:

1. such assets as the buildings and other structures, cash, bank deposits and
accounts, inventories, receivables, machinery and equi pment and ancillary
devices and facilities owed by Party A or any entity formng a part of the
Ri sk Operation Service Business;

2. the rights and obligations under the contracts and agreenents (incl uding
any anmendnents and suppl ements thereto) executed by Party A in respect of
the Ri sk Operation Service Business Assets, including title to buildings
and guarantees with respect to such contracts and agreenents;

3. if transferrable in accordance with applicable |aws, all the rights under
any and all the permts, Ilcenses,.apProvaI certificates, certificates,
Bomer of attorney, and any other simlar docunments possessed or owned by
Barj[y A or any entity formng a part of the Ri sk Operation Service

usi ness;

4. clains, set-off rights or any other simlar rights of Party A or any entity
formng a part of the Ri sk Operation Business Assets, in each case,
relating to or arising fromthe R sk Operation Service Busi hess Assets; and

5. busi ness records, accounting records, operating records, operating data,
operating statistical data, manuals, maintenance handbooks, training
handbooks and rel evant technical records, technical docunentation
techni cal data, technical draw ngs, technical handbooks, technical books,
proj ect research and devel opnent records and any ot her know how, whether
saved in witten, electronic or any other nedia.

Any other assets set forth in the Appraisal Report. The parties hereto agree
that where they have any di sagreenent on the understanding of the Ri sk Operation
Servi ce Business Assets set forth in this Schedule, the contents of the
Apprai sal Report shall prevail.
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Exhibit 4.3

Concer ni ng
CNPC EXPLORATI ON AND DEVELOPMENT COVPANY LI M TED
Decenber 27, 2007



THI'S AGREEMENT is made on Decenber 27, 2007 in Beijing.

BETWEEN:

PARTY A: PETROCHI NA COVPANY LI M TED ) ) o

Addr ess: ) World Tower, 16 Andelu, Dongcheng District, Beijing

Legal Representative: Jiang Jiemn

PARTY B: CHI NA NATI ONAL O L AND GAS EXPLORATI ON AND DEVELOPMENT
CORPORATI ON S

Addr ess: International Investment Building D, No. 6, Fuchengmen

) Beidajie, Xicheng District, Beijing
Legal Representative: Wang ngjin

PARTY C: CNPC EXPLORATI ON AND DEVELOPMENT COMPANY LI M TED

Addr ess: I nternational |nvestment Building D, No. 6, Fuchengnen
) Beidajie, Xicheng District, Beijing

Legal Representative: Liu Baohe

VHEREAS:

(1) CNPC Exploration and Devel oP_rTenjc Company Linmted (hereinafter referred to
as "PARTY C') is a limted .|ab|I!tK conmpany incorporated and existing in
the People’s Republic of China, with a registered capital of RWVB 100
mllion. PetroChina Conpany Limited (hereinafter referred to as "PARTY A")
and China National O and Gas Exel oration and Devel opnent Corporation
(hereinafter referred to as "PARTY B"), as sharehol ders of Party C, each
holds a 50% equity interest in Party C

(2) Part?/ A and Party B decide to increase their investnent in Party C _bg a
total ampunt 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 wil |
eachclla_ay RVB 8 billion (hereinafter referred to as the "CAPI TAL
I NJECTI ON") .

%AfHer friendly consultations between the parties hereto, IT IS AGREED as
ol | ows:

1. CAPI TAL | NJECTI ON

1.1 Party C adopted a resolution at its shareholders’ meeting to increase its
regi stered cagltal by RMB 16 billion. Party A and Party will each
contribute 50% of the increased capital.

1.2 Upon conpletion of the Capital Injection, the total registered capital of
Party Cwill be RVMB 16.1 billion. The proportion of Party A and Party B's
contribution in Party Cs registered capital will remain at 50% each.

2. PAYMENT, VERI FI CATI ON AND CHANGE REG STRATI ON OF THE CAPI TAL | NJECTI ON



2.1 Party A and Party B shall, within 7 working days of the effective date of
this Agreenent, transfer their respective contribution in full in one [um
sumto a bank account designated by Party C.

2.2 The parties hereto agree that after Party A and Party B transfer the
i ncreased capital anmpunt to Party C s designated bank account, Party C will
engage a qualified Chinese accounting firmto verify the capital injected,
and I'ssue 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 wth the admi nistrative departnent of industry and commerce and pay
rel evant expenses. Party A and Party B shall use their best efforts to
cooperate wth Party C so that the change regi stration procedures for the
i ncreased capital can be conpleted as early as possible.

3. CAPI TAL CONTRI BUTI ON CERTI FI CATE;, REG STER OF SHAREHOLDERS

Party C shall issue capital contribution certificates and prepare a register of
sharehol ders based on the actually contributions of Party A and Party in
accordance with the Conpany Law of the People’s Republic of China, other

rel evant |laws and regul ati ons and this Agreenent.

4, REPRESENTATI ONS AND WARRANTI ES

4.1 The parties hereto all have full and independent |egal status and capacity,
and have obtained all necessary approval s and authorizations for the
execution, delivery and perfornance of this Agreenent.

4.2 The execution of this Agreenent and the perfornmance of the obligations
hereunder by the parties hereto will not violate any |laws, rules and
regul ations, or any governnmental authorizations or approvals; nor will they
conflict with any contract or agreenent 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 ﬁerfornance of this Agreenent b% the parties hereto will
not violate any other |egal obligations owed by the parties hereto.

5. DEFAULT LI ABI LI TY

The parties hereto shall performthis A?reenent voluntarily based on the
principles of honesty and good faith. If any of the parties hereto fails to
performits obligations hereunder and causes the Agreement to fail of its )
Purpose, the party in default shall indemify the other parties for the economc
osses they have thus sustained.

6. AMENDMVENT

AnY amendnent to this Agreement may only beconme effective after it is agreed by
all parties hereto through consultati ons and made by an instrunment in witing.
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7. GOVERNI NG LAW

The formation, validity and interpretation of this Agreenent and the resol ution
8L_d|sputes hereunder shall be governed by the laws of the People' s Republic of
i na.

8. DI SPUTE RESOLUTI ON

Any di spute 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 Econom c and Trade Arbitration Comm ssion

9. CONFI DENTI ALI TY

None of the parties hereto shall disclose the content of this Agreenment and

rel ated confidential information to any third Party (ot her than the

sharehol ders, |egal counsels, financial counsels and other professional counsels
of the parties hereto) without the consent of all other parties, unless the

di sclosure is nmandated by relevant | aws and adninistrative rules, governnent
bodi es or other supervisory authorities.

10. FORCE MAJEURE

10.1 If the Agreenent cannot be perfornmed or cannot be perforned as agreed as a
direct result of any force na%eure event that is unforeseeable and the
occurrence and consequences of which are unpreventabl e and unavoi dabl e,
such as earthquake, typhoon, flood, fire and war, the parties hereto wll
deci de on whether to terminate this Agreenment, or to waive part of the
obligations hereunder, or to delay the performance of the Agreenent, in
accordance with rel evant | aws and regul ati ons.

10.2 If the Agreenent cannot be perfornmed or cannot be performed as agreed as a
result of any change in laws or policies of the country, the parties hereto
shal | decide on whether to terminate this Agreenent or to waive part of the
obl i gati ons hereunder through consultations.

10. 3 Upon the occurrence of a force majeure event, the party affected shal
notify the other parties hereto |nned|atel¥,_and rovide within fixteen
§15) days valid proof issued by a notary office of the place where the

orce mmj eure event has occurred.

11. EFFECTI VENESS

11.1 This Agreement shall becone effective on the date first above witten after
bei ng signed by the parties hereto.

11.2 This Agreement is made in six (6) originals, with each of the Parties
heaet?fholdlng 2 originals. Al originals shall have the sane |[egal force
and effect.
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Party A: PetroChina Company Linited

Legal Representative or Authorized Representative
(Si'gnature and Seal): /s/ Li Hualin

Party B: China National G| and Gas Exploration and Devel opnent Cor poration

Legal Representative or Authorized Representative
(Stgnature and Seal): /s/ Wang Dongjin

Party C. CNPC Expl oration and Devel opnent Conpany Limted

Legal Representative or Authorized Representative
(Si'gnature and Seal): /s/ Liu Baohe
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CRUDE O L MJTUAL SUPPLY FRAMEWORK ACGREEMENT FOR YEAR 2008

~ PetroChina Cbnpanr Limted ("PetroChina") and China Petrochenica
Cor poration ("Sinopec"), fo Iomnn% friendly consultations and on the basis of
equality, have entered into this Agreenment (this "Agreenent") on nutual supply
of crude oil in the year of 2008.

l. QUANTI TI ES AND VARI ETIES OF CRUDE O L TO BE SUPPLI ED HEREUNDER

1. In 2008, PetroChina shall suppIY Sinopec with 6.56 mllion tons of
domestic onshore crude oil, 1ncluding 4.00 million tons of bl ended oi
produced at the Daqging G| Region (excluding replacenment crude oil),
0.55 million tons of oil produced at the Jizhong G| Region, 1.40

mllion tons of oil produced at the Changﬁin% C?I Region, 0.60 mllion
tons of oil produced at the Tarim Basin G Region, and 10,000 tons of
oi | produced at PetroChi na Zhejiang Expl orati on Conpany.

2. In 2008, Sinopec shall SUPP'Y PetroChina with 1.13 nillion tons of
domestic onshore crude oil, including 0.50 million tons produced at_
the Tahe O| Region and 0.50 million tons produced at the Shengli Gl
Regi on, 60,000 tons produced at Jilin (Yaoyintai) G| Region, 65,000
tons produced at | nner Mngolia (Baiyinchagan) Q| Region, and 5, 000
tons produced at Sinopec Southern Exploration and Production Conpany.

3. The parties hereto shall, in principle, nmake 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 mnutual agreenent thereon and in light of the availability
of crude oil resources, price and the State’s macro-econoni c pl anni ng
requirenents.

Il. QUALITY OF CRUDE A L

Matters with respect to the quality of the crude oil to be sugglied
hereunder shal| be handl ed pursuant to aPﬁllcable provi sions of SY7513-88
Techni cal Conditions of Crude G| at Well head

I'11. QUARTERLY SUPPLY AGREEMENTS; SALES AND PURCHASE CONTRACTS ON AN
ENTERPRI SE- BY- ENTERPRI SE BASI S

Quarterly supply agreenents shall be entered into by and between PetroChi na
Natural Gas & Piﬁe i ne any and the Production and Managenent Departnent of
Sinopec. After the quarterly plans have been issued to the respective
subsidiaries, PetroChina's relevant regional conpanies (including its oi
fields, refineries and



Pipeline conmpani es) and Sinopec’s rel evant subsidiaries (including its oil
ields 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
suppl y agreenents.

V. PRICE OF CRUDE O L

~ 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 Devel opnent and
Rﬁforn1Cpnn155|on each nmonth and the crude oil prem um nutually agreed between
the parties.

V. PAYMENT GUARANTEE

~ Payment of the price of crude oil to be supplied hereunder shall be made on
a tinely basis and pursuant to principles agreed upon by the parties hereto.
Pet roChi na and Sinopec agree to be guarantors, and to assune joint and severa
guarantee liabilities for the failure of tinely paynent of the price of crude
oil and other payments by their respective oil refineries. The payer shall nake
timely paynents to the payee upon receipt of and pursuant to the paynent notice.

PLANNI NG DEPARTMENT, PRODUCTI ON  MANAGEMENT DEPARTMENT
PETROCHI NA COVPANY LI M TED CH NA PETROCHEM CAL CORPORATI ON
By: /s/ WJ Mei By: /s/ ZHU Jiannin

Date: January 8, 2008 Date: January 8, 2008



MAJOR SUBSI DI ARI ES OF PETROCH NA COVPANY LI M TED
VWHOLLY OMNED SUBSI DI ARl ES
Daqing G lfield Conpany Linited
CONTRCLLED SUBSI DI ARl ES
Daging Yu Shu Lin G lfield Conmpany Linted
CNPC Expl orati on and Devel opnent Conpany Limted

Pet r oKazakhst an | nc.
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EXH BIT 12.1
CERTI FI CATI ON

I, Jiang Jiemn, certify that:

Dat e:

| have reviewed this annual report on Form 20-F of PetroChi na Conpany
Limted (the "Conpany");

Based on ny know edge, this report does not contain any untrue statenent of
a material fact or omt to state a material fact necessary to nmake the
statenents made, in light of the circunstances under which such statenents
were made, not msleading with respect to the period covered by this
report;

Based on ny know edge, the financial statements, and other financia
information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of
the Conpany as of, and for, the periods presented in this report;

The Company’ s other_certifying_officer and | are responsible for )
establ i shing and nalntalnlng i scl osure controls and procedures (as defined
i n Exchange Act Rul es 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rul es 13a-15(f) and
15d-15(f)) for the Conpany and have:

(a) Designed such disclosure controls and Brocedures, or caused such
di sclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
Company, including its consolidated subsidiaries, is nade known to us
a%_others wi thin those entities, particularly during the period in

ich 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 reasonabl e assurance regarding the
reliability of financial reporting and the preparation of financial
statenents for external purposes In accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the Conmpany’'s disclosure controls and
procedures and Presented in this report our conclusions about the
ef fecti veness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

(d) Disclosed in this report any change in the Conpany’s internal contro
over financial reportin% that occurred during the period covered by
the annual report that has materially affected, or is reasonably
likely to materially affect, the Conpany’'s internal control over
financial reporting; and

The Company’s other certifying officer and | have disclosed, based on our
nost recent evaluation of internal control over financial reporting, to the
Company’s auditors and the audit committee of the Conpany’s board of
directors (or persons perforning the equival ent functions):

(a) Al significant deficiencies and material weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the Conpany’s ability to record,
process, summarize and report financial infornmation; and

(b) Any fraud, whether or not naterial, that involves nanagenment or other
enpl oyees who have a significant role in the Conpany’s interna
control over financial reporting.

May 23, 2008

/sl Jiang Jiemn
Nane: Jiang Jienin
Title: Chairman of Board of Directors
Eﬁerforn1ng the functions of
i ef Executive O ficer)



EXH BIT 12.2
CERTI FI CATI ON

I, Zhou M ngchun, certify that:

Dat e:

| have reviewed this annual report on Form 20-F of PetroChi na Conpany
Limted (the "Conpany");

Based on ny know edge, this report does not contain any untrue statenent of
a material fact or omt to state a material fact necessary to nmake the
statenents made, in light of the circunstances under which such statenents
were made, not msleading with respect to the period covered by this
report;

Based on ny know edge, the financial statements, and other financia
information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of
the Conpany as of, and for, the periods presented in this report;

The Company’ s other_certifying_officer and | are responsible for )
establ i shing and nalntalnlng i scl osure controls and procedures (as defined
i n Exchange Act Rul es 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rul es 13a-15(f) and
15d-15(f)) for the Conpany and have:

(a) Designed such disclosure controls and Brocedures, or caused such
di sclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the
Company, including its consolidated subsidiaries, is nade known to us
a%_others wi thin those entities, particularly during the period in

ich 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 reasonabl e assurance regarding the
reliability of financial reporting and the preparation of financial
statenents for external purposes In accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the Conmpany’'s disclosure controls and
procedures and Presented in this report our conclusions about the
ef fecti veness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such eval uation; and

(d) Disclosed in this report any change in the Conpany’s internal contro
over financial reportin% that occurred during the period covered by
the annual report that has materially affected, or is reasonably
likely to materially affect, the Conpany’'s internal control over
financial reporting; and

The Company’s other certifying officer and | have disclosed, based on our
nost recent evaluation of internal control over financial reporting, to the
Company’s auditors and the audit committee of the Conpany’s board of
directors (or persons perforning the equival ent functions):

(a) Al significant deficiencies and material weaknesses in the design or
operation of internal control over financial reporting which are
reasonably likely to adversely affect the Conpany’s ability to record,
process, summarize and report financial infornmation; and

(b) Any fraud, whether or not naterial, that involves nanagenment or other
enpl oyees who have a significant role in the Conpany’s interna
control over financial reporting.

May 23, 2008
/sl Zhou M ngchun

Nanme: Zhou M ngchun
Title: Chief Financial Oficer



EXH BIT 13.1

CERTI FI CATI ON PURSUANT TO
18 U.S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT COF 2002

In connection with the Annual Report of PetroChina Coeran% Limted (the
"Conmpany") on Form 20-F for the period ending Decenber 31, 2007, as filed with
the Securities and Exchange Comm ssion on the date hereof (the "Report"), I,
Jiang Jiem n, hereby certify that to the best of nmy know edge:

1. The Report fully con’glies with the requirenments of Section 13(a) of
the Securities Exchange Act of 1934; and

) 2. The information contained in the Report fairly presents, in all
materi al respects, the financial condition and results of operations of the
Conmpany.

Date: May 23, 2008

/sl Jiang Jiemn
Nane: Jiang Jienin
Title: Chairman of Board of Directors
&ﬁerform ng the functions of
i ef Executive O ficer)



EXH BIT 13.2

CERTI FI CATI ON PURSUANT TO
18 U.S. C. SECTI ON 1350,
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT COF 2002

In connection with the Annual Report of PetroChina Coeran% Limted (the
"Conmpany") on Form 20-F for the period ending Decenber 31, 2007, as filed with
the Securities and Exchange Comm ssion on the date hereof (the "Report"), I,
Zhou M ngchun, hereby certify that to the best of nmy know edge:

1. The Report fully con’glies with the requirenments of Section 13(a) of
the Securities Exchange Act of 1934; and

) 2. The information contained in the Report fairly presents, in all
materi al respects, the financial condition and results of operations of the
Conmpany.

Date: May 23, 2008
/sl Zhou M ngchun

Nane: Zhou M ngchun
Title: Chief Financial Ofer





