VA IS

ZTE CORPORATION

(a joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 763)

Articles of Association

Chapter 1 General Provisions

Article 1. These Articles of Association are formulated pursuant to the Company Law of the
People’s Republic of China (the “Company Law”), the Securities Law of People’s Republic of
China (the “Securities Law) and other relevant laws and regulations as well as the regulatory
documents in order to protect the lawful rights and interests of the Company, the shareholders
and the creditors and to regulate the organisation and activities of the Company.

Article 2. ZTE Corporation (the “Company”) is a joint stock limited company established in
accordance with the Company Law and other relevant laws and regulations of the State.

The Company was incorporated by subscription method on the basis of the approval document



Article 5. The place of domicile of the Company:

The place of domicile in full: ZTE Plaza, Keji Road South, Hi-Tech Industrial Park, Nanshan
District, Shenzhen.

Postal code: 518057
Phone number: 86-755-26770000
Fax number: 86-755-26771009

Article 6. The Chairman of the Board of Directors of the Company is the legal representative of
the Company.

Article 7. The term of operation of the Company shall be 50 years.

Article 8. All assets of the Company shall be divided into shares of equal amount and the
liability of a shareholder of the Company shall be limited to the proportion of shareholdings
held by it. The Company shall bear its liabilities with all of its assets.

Article 9. The Articles of Association shall come into effect commencing from the date of
establishment of the Company.

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



Committee meetings as well as financial and accounting reports at its office.

Chapter 2 Objectives and Scope of Business

Article 13. The business objectives of the Company are as follows: to adapt applicable
advanced technology and scientific method of operation and management; to enhance product
quality; to develop new information and telecommunications products; to focus on its core
business while diversifying its products and business activities; to consolidate its domestic
market position while expanding its international market; to ensure the competitiveness of its



needs and subject to the approval by the companies’ approval authority authorized by the State
Council, create other classes of shares.

Article 17. All shares issued by the Company shall have a par value of Renminbi 1 per share.

The term “Renminbi” referred to in the preceding paragraph means the legal currency of the
PRC.

Article 18. Shares shall be issued in accordance with the principles of fairness and justice so



Industrial Company, China Mobile No.7 Research Institute, Jilin Posts and
Telecommunications Equipment Company and Hebei Posts and Telecommunications
Equipment Company acquired 2,500,000 shares by contribution in cash.

Upon verification by Zhonghua (Shekou) Certified Public Accountants, the aforementioned
promoters have made their respective capital contribution before 14 October 1997.

Article 24. Subsequent to its establishment, the Company shall issue 4,613,434,898 ordinary
shares, comprising 755,502,534 H Shares, accounting for 16.38% of the total number of



registered shares are required to be registered with share registries entrusted by the Company.

Article 30



Article 35. The Company may not repurchase its own shares, save as under the following
circumstances:

1) reduction of the registered capital of the Company;
2) merging with another company that holds shares in the Company;
3) granting shares for staff shareholding plans or share option incentives;

4) acquiring the shares of shareholders who vote against to any resolution adopted at the
general meeting of shareholders on the merger or division of the Company;

5) to use the shares for conversion into convertible corporate bonds issued by the Company;

6) being deemed necessary by the Company for the protection of the company’s value and
shareholders’ interests; or

7) other circumstances permitted by the laws and administrative regulations.

If the Company repurchases its own shares under the circumstances set out in items (1) and (2)
of the preceding paragraph, resolutions related thereto shall be adopted at a general meeting of
shareholders. If the Company repurchases its own shares under items (3), (5) and (6) of the
preceding paragraph, resolutions related thereto shall be adopted at the meeting of Board of
Directors with more than two-thirds of the Directors attending subject to a mandate by the
general meeting of shareholders. The Company’s repurchase of its own shares shall be in
compliance with the provisions of both the pertinent laws and regulations of its place of listing
and the Listing Rules.

If the Company repurchases its own shares in accordance with paragraph one under the
circumstances set forth in item (1), the shares so repurchased shall be cancelled within ten days
of the repurchase; in the event of the circumstances set forth in items (2) and (4), the shares so
repurchased shall be transferred or cancelled within six months; in the event of the
circumstances set forth in items (3), (5) and (6), the shares in the Company held in aggregate by
the Company shall not exceed 10% of the total number of the Company’s shares in issue and
the shares so repurchased shall be transferred or cancelled within three years.

Article 36. The Company may repurchase shares in one of the following ways:

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

2) by repurchasing shares through public dealing on a stock exchange;
3) by repurchasing shares by means of an off-market agreement; or
4) by any other means permitted by laws and administrative regulations.

The repurchase of its shares by the Company under items (3), (5) and (6) of paragraph one of
Avrticle 35 herein shall be conducted by way of open block trading.

Article 37. The Company must obtain the prior approval of the shareholders at a general
meeting in accordance with the Articles of Association before it can repurchase shares by
means of an off-market agreement. The Company may, upon the prior approval of the
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shareholders at a general meeting, release or vary any contract which has been entered into by
the Company in a manner set forth above, or waive its rights thereunder.

The agreement for the repurchase of shares referred to in the preceding paragraph includes
(without limitation) an agreement to assume the obligations of repurchasing shares or acquire
the rights of repurchasing shares.

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

Article 38. Shares which have been legally repurchased by the Company shall be cancelled
within the period prescribed by the laws and administrative regulations, and the Company shall
apply to the Company’s original registration authority for registration of the change of its
registered capital.

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

Article 39. Unless the Company is in the course of liquidation, it must comply with the
following provisions in relation to repurchasing its issued and outstanding shares:

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

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

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

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

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

1. acquisition of the right to repurchase its own shares;
2. variation of any contract for the repurchase of its shares;
3. release of its obligation(s) under any contract for repurchasing its shares;

4) after the Company’s registered capital has been reduced by the aggregate par value of the
cancelled shares in accordance with the relevant regulations, the amount deducted from the
distributable profits of the Company for payment of the par value of the repurchased shares
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shall be transferred to the Company’s capital common reserve fund.
Chapter 5 Financial Assistance for the Acquisition of the Company’s Shares

Article 40. The Company and its subsidiaries (including the entities under the Company) shall
not, by way of a gift or by granting an advance, guarantee, compensation, loan or otherwise at
any time, provide any form of financial assistance to a person who acquires or proposes to
acquire shares in the Company. The person who acquires shares in the Company set forth above
includes any person who directly or indirectly assumes any obligations as a result of the
acquisition of shares in the Company.

Neither the Company nor its subsidiaries (including the entities under the Company) shall, by
any means at any time, provide financial assistance to such person for the purposes of reducing
or discharging the obligations assumed by such person.

This Acrticle shall not apply to the circumstances referred to in Article 42 in this Chapter.

Article 41. For the purposes of this Chapter, the term “financial assistance” shall include
(without limitation):

1)






regulatory authorities, keep its register of holders of overseas-listed foreign shares overseas and
appoint overseas agent(s) to manage such register. The original register of holders of
overseas-listed foreign shares listed in Hong Kong shall be maintained in Hong Kong.

The Company shall maintain a duplicate of the register of holders of overseas-listed foreign
shares at its place of domicile. The appointed overseas agent(s) shall ensure consistency
between the original version and the duplicate register of holder of overseas-listed foreign
shares at all times.

If there is any inconsistency between the original and the duplicate register of holders of
overseas-listed foreign shares, the original version shall prevail.

Article 47. The Company shall maintain a complete register of members.
The register of members shall include the following parts:

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

2) the register of members in respect of the holders of overseas-listed foreign shares of the
Company which is maintained at the place where the overseas stock exchange on which the
shares are listed is located; and

3) the register of members which is maintained in such other place as the Board of Directors
may consider necessary for the purposes of listing of the Company’s shares.

Article 48. Different parts of the register of members shall not overlap one another. No transfer
of the shares registered in any part of the register shall, during the continuance of that
registration, be registered in any other part of the register.

Alteration or rectification of each part of the register of members shall be made in accordance
with the laws of the place where that part of the register of members is maintained.

Article 49. All fully paid-up H shares are freely transferable pursuant to the Articles of
Association. The Board of Directors may refuse to recognize any instrument of transfer without
explanation unless such transfer is carried out in compliance with the following conditions:

1) payment of HK$2.50 per instrument of transfer or such higher fees as set by the SEHK in
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) has been paid to the Company to register the instrument of transfer of
shares and other documents relating to or which may affect the ownership of such shares;

2) the instrument of transfer involves only H Shares;
3) the stamp duty payable on the instrument of transfer has been paid;

4) the relevant share certificates and evidence reasonably required by the Board of Directors
showing that the transferor has the right to transfer such shares ;

5)
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newspapers as may be designated by the Board of Directors and as in compliance with the
relevant requirements; the relevant announcement shall be published in newspapers which
are in compliance with the relevant requirements. The announcement shall be made at least
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entitled to receive the Relevant Shares and the Company’s notices, and to attend and exercise
voting rights at a general meetings of the Company. Any notice delivered to that person shall be
deemed as having been delivered to all joint holders of the Relevant Shares.

Article 57. Holders of the ordinary shares of the Company shall enjoy the following rights:

1)
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received, or in case of emergency where failure to initiate such proceedings immediately will
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shall exercise its functions and powers in accordance with law.

Article 67. The general meeting of shareholders shall have the following powers:

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

2) to elect and replace directors and decide on matters relating to their remuneration;

3) to elect and replace supervisors who are appointed from the shareholders’ representatives
and decide on matters relating to their remuneration;

4) to consider and approve the reports of the Board of Directors;
5) to consider and approve the reports of the Supervisory Committee;

6) to consider and approve the Company’s proposed annual financial budgets and final
accounts;

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

8) to consider and approve the provision of guarantees in accordance with relevant provisions
of the Articles of Association;

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

10) to decide on matters such as merger, division, changing in the form, dissolution and
liquidation of the Company;

11) to decide on the issue of debentures by the Company;

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

13) to amend the Articles of Association of the Company;

14) to consider motions raised by shareholders who represent not less than 3% of the total
number of voting shares of the Company;

15) to consider the Company’s significant acquisition or disposal of material assets with a value
exceeding 30% of the latest audited total assets of the Company during the year;

16) to consider and approve changes in the use of proceeds;
17) to consider and approve share incentive schemes; and

18) to decide on other matters which, according to the laws, administrative regulations and the
Articles of Association, should be resolved by the shareholders in general meetings.

Article 68. Unless the Company is in a critical situation or under other special circumstances,
the Company shall not, without the prior approval of shareholders in general meeting, enter into
any contract with any person (other than a director, supervisor, president or other senior officers)
pursuant to which such person shall be responsible for the management of the whole or any
substantial part of the Company’s business.
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Article 69. General meetings of shareholders are divided into annual general meetings and
extraordinary general meetings. General meetings shall be convened by the Board of Directors.
Annual general meetings shall be convened once every year and within six months from the end
of the preceding accounting year.

The Board of Directors shall convene an extraordinary general meeting within two months of
the occurrence of any of the following events:

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

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

3) where shareholder(s) holding not less than 10% of the Company’s issued and outstanding
voting shares request(s) in writing for an extraordinary general meeting to be convened;

4) where the Board of Directors deems it necessary or the Supervisory Committee so requests;
5) whenever not less than half of the independent non-executive directors so request; and

6) other circumstances prescribed by laws, administrative regulations and Articles of
Association.

Article 70. The place for convening a general meeting of shareholders shall be the place where
the Comp
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place where the Company is located and the stock exchange upon the issuance of the notice of
general meeting and the announcement of the resolutions of the general meeting.

Article 76. The Board of Directors and the secretary to the Board of Directors shall cooperate
with respect to matters relating to general meeting of shareholders convened by the Supervisory
Committee or the shareholders at their own discretion. The Board of Directors shall provide the
shareholder registers as of the date of shareholding confirmation.

If a general meeting of shareholders is convened by the Supervisory Committee or the
shareholders on their own, all necessary expenses arising therefrom shall be borne by the
Company.

Section 3 Proposing Motion at and Notice of General Meeting of Shareholders

Article 77. The substance of the motion proposed shall fall within the terms of reference of the
general meeting of shareholders, which shall have a clear subject for discussion and specific
issues for resolution and shall be in compliance with the laws, administrative regulations and
the Articles of Association.

Article 78. Whenever the Company convenes a general meeting of shareholders, the Board of
Directors, the Supervisory Committee and shareholder(s) alone or in aggregate holding 3% or
more of the total number of the Company’s shares shall have the right to propose motions to the
Company.

Shareholder(s) alone or in aggregate holding 3% or more of the total number of the Company’s
shares shall have the right to propose an ex tempore motion ten days prior to the general
meeting by furnishing the same to the convener in writing. The convener shall issue a
supplemental notice of general meeting within two days after receiving the proposed motion to
make public the contents of the ex tempore motion.

Save as provided above, the convener shall not amend motions stated in or add new motions to
the notice of general meeting after the same has been issued and announced.

No voting or resolution shall be effected or adopted at the general meeting for motions that have
not been stated in the notice of general meeting or that do not comply with Article 77 of the
Articles of Association.

Article 79. A written notice of meeting shall be given at least twenty days before the date of an
annual general meeting and at least fifteen days before the date of an extraordinary general
meeting to be convened by the Company to notify all shareholders whose names appear in the
register of members of the matters to be considered at and the date and place of the meeting.

Article 80. An extraordinary general meeting shall not decide on any matter not stated in the
notice for the meeting.

Article 81. A notice of general meeting shall satisfy the following criteria:
1) be in writing;
2) specify the place, date and time of the meeting as well as the duration for the meeting;

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

5) contain a disclosure of the nature and extent of the material interests (if any) of any
directors, supervisors, president and other senior officers in the proposed transaction and
the effect which the proposed transaction will have on them in their capacity as
shareholders in so far as it is different from the effect on the interests of other shareholders
of the same class;

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

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

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

9) contain the date of registration of the shares of the holders who are entitled to attend the
general meeting; and

10) contain the name and phone number of the coordinator of the meeting.

Article 82. If matters relating to election of directors and supervisors are proposed to be
discussed at a general meeting of shareholders, detailed information concerning the directors’
and supervisors’ candidates shall be fully disclosed in the notice of the shareholder’s general
meeting, which shall at least include the following:

1) personal information relating to their educational background, working experience and all
other positions undertaken on a part-time basis etc.;

2) whether or not they are in connection with the Company or its controlling shareholders or
persons who exercise effective control over the Company;

3) disclosure of their shareholdings in the Company; and

4) whether or not they have bee84 255.0(the)-8480570j(y)2-401(whic)4(hy)20(04(hy)20)4(s)-10( )-39n(the
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may be conducted by making them available on the websites of the Company and the Hong
Kong Stock Exchange in accordance with the requirements and procedures set out in the Listing
Rules.

The announcements referred to in the foregoing paragraph shall be published in one or several
approved newspapers designated by the securities regulatory authorities under the State Council.
All domestic shareholders shall be deemed to have received the relevant notices of general
meetings once such announcements have been published.

Where notices of general meetings and relevant documents are delivered by the Company to
holders of overseas-listed foreign shares, such notices of general meetings and relevant
documents may be delivered in either the English or Chinese version in accordance with the
requirements and procedures set out in the Listing Rules.

Article 84. An accidental omission to give notice of a meeting to, or the failure to receive the
notice of a meeting by, any person entitled to receive such notice shall not invalidate the
meeting and the resolutions adopted thereat.

Article 85. Upon issuance of the notice of general meeting of shareholders, the general meeting
shall neither be delayed nor cancelled without proper reasons.

Motions listed in such notice shall not be revoked. Once the general meeting is delayed or
cancelled, the convenor shall make a public announcement stating the reasons therefor at least
two working days prior to the date originally scheduled for convening the meeting.
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present his valid identity card and proxy form issued by the shareholder.

With respect to a legal person shareholder, its legal representative or a proxy appointed by the
legal representative shall attend the meeting. If the legal representative attends the meeting, he
shall present his own identity card, valid proof evidencing his qualification of serving as the
legal representative. If a proxy is appointed to attend the meeting, the proxy shall present his
own identity card and the written proxy form issued in accordance with the law by the legal
representative of the legal person shareholder.

Article 89. The instrument appointing a proxy shall be in writing under the hand of the
appointor or his agent duly authorized in writing, or if the appointor is a legal person, either
under seal or under the hand of a director or a duly authorized person or agent.

Such letter of authorization shall state the number of shares to be represented by an agent. If
several persons are so authorized, the letter of authorization shall specify the number of shares
to be represented by each attorney.

Article 90. The proxy form issued by a shareholder to appoint a third party to attend the
meeting on his behalf shall specify the following content:

1) the name of the proxy;
2) whether or not having the right to vote;

3) the respective instructions on voting in favour of, against or abstention from voting in
respect of each item of businesses on the agenda of the general meeting of shareholders;

4) the issue date and valid term of the proxy form;

5) the signature (or seal) of the proxy. In case the proxy is a legal person shareholder within
the PRC, the proxy form shall be affixed with the legal person seal thereon.

The proxy form shall specify whether or not the proxy may vote at his own discretion in the
absence of any specific instruction from the shareholders.

Article 91. The instrument appointing a voting proxy shall be deposited at the place of domicile
of the Company or at such other place as specified for that purpose in the notice convening the
meeting, not less than twenty-four (24) hours before the time of the relevant meeting at which
the proxy proposes to vote or the time designated for the passing of the resolution. If such
instrument is signed by a person under a power of attorney on behalf of the appointor, such
power of attorney or other authority shall be notarized. The notarized power of attorney or other
authority shall concurrently be deposited with the instrument appointing the voting proxy at the
place of domicile of the Company or at such other place as specified for that purpose in the
notice convening the meeting.

If the appointor is a legal person, its legal representative or any person authorized by resolution
of its Board of Directors or other governing body shall attend any general meeting as the
appointor’s agent.

Article 92. The shareholders’ attendance register shall be prepared by the Company in which
particulars relating to the members (or the enterprises) participating in the meeting shall be
specified, including their names, identification numbers, places of domicile, the numbers of
shares held or the numbers of voting shares, and names of the appointors.
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Article 93. Any form issued to a shareholder by the Board of Directors or a convenor for the
purpose of appointing a proxy shall be in such form as to enable the shareholder to freely
instruct the proxy to vote in favour of or against the motions proposed and to give the respective
instructions in respect of each individual matter to be voted at the meeting. Such a form shall
contain a statement that, in the absence of specific instructions from the shareholder, the proxy
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specify the principles of conferring power upon the Board of Directors at the general meeting
and the substance of such authorization. The rules of procedures for the shareholder’s general
meeting, as attached hereto as appendix, shall be developed by the Board of Directors and
approved at the general meeting.

Article 99. At the annual
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shall sign on the minutes. Minutes shall, together with the register relating to shareholders
present at the meeting in person and by proxy by way of issuing a proxy form or via the Internet
or otherwise, be kept for a period of not less than ten (10) years.

Article 104. The convenor shall ensure that a general meeting of shareholders is held on a
continuous basis until final resolution is adopted. If a general meeting is suspended or no
resolution can be adopted due to force majeure or other special reasons, requisite measures shall
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Article 123. The chairman of the meeting shall be responsible for deciding whether a resolution
has been passed. The decision by the chairman shall be final and conclusive and shall be
announced at the meeting and recorded in the minutes of the meeting.

Article 124. In the event the chairman of the meeting has any doubts as to the results of the
resolutions, he may count the votes. In the event the chairman of the meeting fails to count the
votes and a shareholder or proxy objects to the results announced by the chairman of the
meeting, he shall be entitled to request the counting of the votes immediately after the
announcement and the chairman of the meeting shall count the votes immediately upon request.

Article 125. In the event the votes of a general meeting of shareholders are counted, the results
of the count shall be included in the minutes of the meeting.

The minutes of the meeting together with the shareholders’ attendance registers and the proxy
forms shall be kept at the Company’s place of domicile.

Article 126. Shareholders may inspect copies of the minutes free of charge during the
Company’s office hours. If any shareholder requests from the Company a copy of the relevant
minutes, the Company shall delivery such copy within seven days after the receipt of reasonable
fees.

Article 127. The Board of Directors of the Company shall retain a qualified legal counsel to
attend the general meeting of shareholders, who shall give advice and make an announcement
on the following issues:

1)
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meeting of shareholders, the Company shall implement specific proposal relating thereto within
two months after the adjournment of the general meeting.

Chapter 9 Special Procedures for Voting by a Class of Shareholders
Avrticle 132. Shareholders holding different classes of shares shall be class shareholders.

Class shareholders shall enjoy rights and assume obligations in accordance with the laws,
administrative regulations and the Articles of Association.

Article 133. Any variation or abrogation of the rights of any class of shareholders proposed by
the Company may only come into effect upon the adoption of a special resolution at a general
meeting of shareholders and approval by the affected shareholders of that class at a separate
meeting convened in accordance with Articles 135 to 139.

Article 134. The following acts shall be deemed to be a variation or abrogation of the rights
attaching to a particular class of shares:

1) to increase or decrease the numb
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Article 146. A director may resign prior to the expiration of his term of office. If a director
resigns from his office, he shall submit a written notice of his resignation to the Board of
Directors. The Board of Directors shall make a disclosure related thereto within two days.

If the resignation of a director will result in the number of board members of the Company
falling below the statutory minimum requirement, before the director appointed during
re-election serves the directorship, the original director shall continue to perform the director’s
duties in accordance with the laws, administrative regulations, departmental rules and
regulations as well as the Articles of Association. The remaining members of the Board of
Directors shall convene an extraordinary meeting of shareholders as soon as possible in order to
appoint a director to fill the vacancy caused by the resignation. Prior to the resolution of the
general meeting of shareholders to elect the director, the functions and power of the resigning
director and the remaining directors shall be reasonably restricted.

Except for those set forth in the preceding paragraphs, the resignation of a director shall become
effective at the time when the resignation notice is served on the Board of Directors.

Avrticle 147. If a director gives notice of his resignation or if his term of office expires, he shall
complete all handover formalities with the Board of Directors and his duty of loyalty and
honesty owed to the Company and the shareholders shall not necessarily cease during the period
when the notice of resignation has not become effective, during a reasonable period after it has
become effective as well as within a reasonable period upon the termination of his office. The
duty of confidentiality in relation to trade secrets of the Company survives the termination of
his office until such trade secrets enters into the public domain. Other obligations shall
continue for such a period as determined according to the principle of fairness and depending on
the amount of time elapsed between the termination and the act concerned as well as the
circumstances and conditions under which the relationship with the Company is terminated.

Article 148. A director who leaves his office without authorisation before the end of his term
shall be liable for any loss suffered by the Company as a result of his departure.

Section 2 Independent Non-executive Directors

Article 149. The Company shall appoint independent non-executive directors who do not hold
any positions in the Company other than acting as directors and do not maintain any connection
with the Company and its substantial shareholders which may impair their independent and
objective judgment. In addition, independent non-executive directors must comply with the
guidelines on independence contained in the Listing Rules.

Independent non-executive directors shall account for at least one-third of the Board of
Directors and shall be no less than three, of whom there shall be at least one accounting
professional. An independent non-executive director shall faithfully fulfill his duties and protect
the Company’s interests, in particular, ensuring that the legal interests of public shareholders
are not impaired.

Article 150. The criteria for selection of the independent non-executive directors of the
Company shall be as follows:

1) having the qualifications to assume the office of a director in a listed company pursuant to
the laws, administrative regulations and other relevant provisions;

2) being independent as required by laws, administrative regulations and other relevant
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5)

3)

4)

5)

regulations;

having the basic knowledge of the operation of a listed company and being familiar with
relevant laws, administrative regulations together with rules and regulations;

having not less than five years' working experience in the legal or economic field or other
experience necessary to perform the duties of an independent non-executive director; and

other qualifications specified by the Articles of Association.

Article 151. The following persons shall not act as the independent non-executive directors of
the Company:

1)

2)

3)

4)

5)

6)

7)

persons working in the Company or its subsidiaries, as well as their direct family members
or major social relations (in which direct family members refer to their spouses, parents and
children etc.; and major social relations refer to siblings, parents-in-law, sons or
daughters-in-law, spouses of their siblings and siblings of their spouses etc.);

natural person shareholders as well as their direct family members who directly or
indirectly hold not less than 1% of the issued shares of the Company or who are ranked as
the top ten shareholders of the Company;

persons as well as their direct family members who work in entities which are such
shareholders of the Company directly or indirectly holding not less than 5% of the issued
shares of the Company or which are ranked as the top five shareholders of the Company;

persons who have satisfied the conditions stated in the above three paragraphs within the
most recent year;

persons who provide financial, legal and consultation services and otherwise to the
Company or its subsidiaries;

other people specified in the Articles of Association; or

other people specified by the CSRC.

Article 152. The nomination, election and removal of independent non-executive directors shall
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continue to perform his duties.

7) No independent non-executive director shall be removed from office without proper reason
before expiration of his term of office. If an independent non-executive director is
dismissed before expiration of his term, the Company shall disclose such removal as a
special matter.

Article 153. An independent non-executive director shall perform his duties independently
without being influenced by a substantial shareholder, a person who exercises effective control
of the Company or a unit or individual who or which have an interest in the Company, its
controlling shareholders, or a person who exercises effective control over the Company.

In order to fully utilize his function, an independent non-executive director shall, apart from the
powers conferred on directors under the Company Law and other relevant laws and regulations
and the Articles of Association, also have the following special functions and powers:

1) to approve, before submitting to the Board of Directors for consideration, proposed
material connected transactions, or appointment or dismissal of accountants before
submitting to the Board of Directors for consideration;

2) to propose to the Board of Directors to convene an extraordinary general meeting;

3) to propose to convene the board meeting; and

4) to solicit votes from shareholders prior to the general meeting of shareholders.

When exercising their functions and powers referred to above, independent non-executive
directors shall obtain the consent of not less than half of the total number of independent

non-executive directors.

Subject to the consent of all independent non-executive directors, independent non-executive
directors may independently engage external auditors and advisers, with relevant fees paid by
the Company, to review and provide advice on specific matters.
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3) to determine the Company’s business plans and investment proposals;
4) to formulate the Company’s proposed annual financial budgets and final accounts;
5) to formulate the Company’s profit distribution proposals and loss recovery proposals;

6) to formulate proposals for the increase or reduction of the Company’s registered capital, the
issuance of the Company’s debentures or other securities and listing proposals;

7) to draw up plans for any material acquisition, repurchase of the Company’s shares, merger,
changing in the form, division or dissolution of the Company;

8) to decide on the set up of the Company’s internal management structure;

9) to appoint or remove the Company’s president and the secretary to the Board of Directors;
to appoint or remove senior officers, including the executive vice presidents and chief
financial officer of the Company, based on the recommendations of the president, and to
decide on their remuneration as well as matters relating to rewards and penalty;

10) to formulate the basic management system of the Company;
11) to formulate proposals for any amendment of the Articles of Association;
12) to supervise the disclosure of the Company’s information;

13) to decide on matters relating to foreign investment, purchase or sale of assets, mortgage of
assets, provision of other guarantees, entrusted asset management and connected
transactions by the Company within the scope of authority conferred by the general
meeting;

14) to propose to the general meeting the appointment or replacement of the Company’s
auditors;

15) to listen to the working report of the Company’s president and to review his work;

16) to approve the acquisition, disposal or lease of assets in an amount which is less than 10%
of the most recent audited net asset value of the Company;

17) to approve matters in connection with the provision of guarantee to a third party in an
amount which is less than 10% of the most recent audited net asset value of the Company
(including but not limited to such guarantee as in form of security, charge, pledge, lien and
deposit);

18) to approve matters in connection with the application of an integrated credit line by the
Company to a bank or other financial institution;

19) to approve to conduct an external investment which is related to the principal business of
the Company and is less than 10% of the Company’s most recently audited net asset value,
or an external investment which is outside the principal business of the Company and is
less than 5% of the Company’s most recently audited net asset value;

20) review and monitor the corporate governance of the Company, including but not limited to:
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. any guarantee to be provided by the Company and its subsidiaries in favour of a third
party, with the total amount of which exceeds 50% of the audited net asset value for the
most recent period,;

. any guarantee to be provided after the total amount of third-party guarantee provided by
the Company has reached or exceeded 30% of the audited total assets for the most recent
period;

. guarantees to be provided in favour of an entity which is subject to a gearing ratio of
over 70%;

. guarantees with a single guaranteed amount in excess of 10% of the audited net asset
value for the most recent period;

. guarantees to be provided in favour of any shareholder, person who exercises effective
control over the Company and its related parties; and
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3. to receive and review audit reports and any other reports on the Company’s export
compliance;

4. to deal with other matters as authorized by the Board.

Article 162. The Chairman of the Board of Directors shall exercise the following powers:

1) to preside over general meetings of shareholders’ and to convene and preside over the
meetings of the Board of Directors;

2) to oversee and examine the implementation of the resolutions passed by the meetings of the
Board of Directors;

3) to sign the securities certificates issued by the Company;

4)
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phone, in person, by facsimile, by courier or by registered airmail.
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2)

3)

4)

names of the directors attending the meeting and of other directors (proxies) who attended
the meeting on their behalf;

agenda of the meeting; and

the key points expressed by the directors at the meeting as well as the methods and r(m)-9fglt-4(cs)9

46



6)

7)

8)

9)

participate in, and organise the consultation and analysis of matters to be decided by the
Board of Directors and provide relevant advice and recommendations thereon; to carry out
the day-to-day work of the Board of Directors and its relevant committees upon
authorization;

to act as the contact person of the Company with securities regulatory authorities, to be
responsible for the organisation and preparation and timely submission of documents
required by the regulatory authorities, to be responsible for undertaking and organising
completion of the tasks entrusted by the regulatory authorities;

to be responsible for coordinating and organizing the Company’s information disclosure
matters, setting up a sound information disclosure system, participating in all meetings of
the Company in relation to information disclosure, to gain in a timely manner knowledge of
important business decisions and relevant information of the Company;

to be responsible for keeping confidential price-sensitive information of the Company and
formulating effective confidentiality rules and measures; in the event of the disclosure of
any price-sensitive information of the Company for whatever reason, to take necessary
remedial measures, make prompt explanation and clarification of such matters and notify
the regulatory authority at the place of relevant overseas listing and the CSRC;

to be responsible for the coordination and organisation of market promotions, to coordinate
visits to the Company, to deal with investor relationships, to maintain contact with
investors, intermediaries and the media, to be responsible for coordinating and answering
questions raised by the public, to ensure that investors can promptly obtain the information
disclosed by the Company, to organise and prepare for marketing and promotion activities
within and outside the PRC, to draw up summary reports on market promotion activities
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board.

Where the office of secretary to the Board of Directors is held concurrently by a director, and an
act is required to be performed by a director and the secretary separately, the person who holds
the office of director and secretary to the Board of Directors may not perform such act in a dual
capacity.

Chapter 12 Operation and Management Organization

Article 17
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general meeting of shareholders or by the Board of Directors as specified in the Articles of
Association; and

12) to exercise other powers conferred by the Articles of Association and the Board of
Directors.

Article 180. The president of the Company shall attend meetings of the Board of Directors; the
president shall have no voting rights at the board meetings unless he is also a director.

Article 181. The president shall, upon request by the Board of Directors or Supervisory
Committee, report to Board of Directors or Supervisory Committee concerning material
contracts entered into by the Company, the implementation of these contracts, the use of funds
and profitability of the business. The president must ensure the accuracy of such report. The
Board of Directors may formulate specific rules and implementing measures in relation to the
functions and power of the president that are consistent with the actual circumstances of the
Company.

Article 182. The president shall first consider the opinions of the labour union and staff
representatives committees before making decisions relating to issues such as wages, benefits,
occupational safety as well as labour protection, labour insurance and termination of
employment (or dismissal), all of which involve the personal benefits of the staff.

Article 183. The president shall formulate detailed working rules for president and seek the
approval from the Board of Directors before implementation thereof.

Avrticle 184. The detailed working rules for the president shall include the following:
1) the conditions, procedures and attendees for convening a president’s meeting;

2) the respective duties and division of responsibility between the president, executive vice
presidents and other senior officers;

3) the application of the Company’s funds and assets, the limits of his authority to enter into
material contracts, and the mechanisms for reporting to the Board of Directors and
Supervisory Committee; and

4) such other matters as the Board of Directors may think fit.

Article 185. When performing his functions and exercising his powers, the president of the
Company shall act honestly and diligently in compliance with laws, administrative regulations
and the Avrticles of Association.

Article 186. The president may give notice of his resignation prior to the expiration of his term
of office. The specific procedures and measures for the resignation of a president shall be
governed by the provisions of the labour contract between the president and the Company.

Chapter 13 Supervisory Committee
Article 187. The Company shall have a Supervisory Committee.

Article 188. The Supervisory Committee shall be composed of five supervisors. The
Supervisory Committee shall have one chairman. Each supervisor shall serve for a term of not
more than three years, commencing on the date determined by resolution of the general meeting
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or the date determined by resolution of democratic election for employees and ending on the
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information should any doubts arise in respect thereof;

5) to propose to convene an extraordinary general meeting of shareholders, and to convene
and preside over general meetings of shareholders when the Board of Directors fails to
perform the duty of convening and presiding over the general meeting in accordance with
the Articles of Association;

6) to propose resolutions at a general meeting of shareholders;

7) to initiate proceedings against the directors, president, and other senior officer in
accordance with the relevant laws;

8) to conduct investigation into any irregularities in the Company’s operations identified;
where necessary, professional agencies, such as accountant firms and law firms, may be
engaged at the cost of the Company; and

9) to exercise other functions and powers conferred by the Articles of Association and general
meeting of shareholders.

Supervisors may attend the board meetings as non-voting attendees to raise queries or
suggestions in respect of Board resolutions.

The Supervisory Committee may express its opinion on the certified public accountant engaged
by the Company and, where necessary, may appoint another certified public accountant in the
name of the Company to carry out independent investigations of the Company’s financial
affairs and report its findings directly to the securities regulatory authorities under the State
Council and other relevant authorities.

Article 194. The method of discussion for the Supervisory Committee shall be by way of
holding a Supervisory Committee meeting.

Meetings of the Supervisory Committee shall be held only if not less than two-thirds of the
supervisors are present.

Article 195. The Supervisory Committee meeting shall adopt a principle of item-by-item voting
for matters under discussion, that is, voting shall take place upon completion of discussions of a
motion, and voting for the next motion shall not take place if voting for the previous motion has
not been completed.

Resolution at a supervisory meeting shall be passed by a show of hands. Each supervisor shall
have one vote.

Article 196. The Supervisory Committee shall take minutes of the resolutions at the meetings.
Supervisor who attend the meeting and the person taking the minutes shall sign the minutes.

Resolutions of the Supervisory Committee must be passed by the affirmative vote of not less
than two-thirds of all of its members.

Article 197. The Company shall be responsible for payment of all reasonable fees incurred in
respect of employment of professionals such as solicitors, certified public accountants and
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Article 201. The validity of an act of a director, president or other senior officers on behalf of
the Company shall not, as against a bona fide third party, be affected by any irregularity in his
office, election or any defect in his qualification.

Article 202. In addition to the obligations imposed by laws, administrative regulations or the
listing rules of the stock exchange on which shares of the Company are listed, the directors,
supervisors, president or other senior officers of the Company owes the following obligations to
each shareholder, in the exercise of the functions and powers entrusted to them by the
Company:

1) not to cause the Company to exceed the scope of business stipulated in its business license;
2) to act honestly and in the best interests of the Company;

3) not to expropriate the Company’s property in any way, including (but not limited to) any
opportunities that are favourable to the Company; and

4) not to expropriate the individual rights of shareholders, including (but not limited to)
distribution and voting rights, save pursuant to a restructuring of the Company which has
been submitted to the shareholders for approval in accordance with the Articles of
Association.

Article 203. The directors, supervisors, president or other senior officers of the Company owe a
duty, in the exercise of their powers or in the discharge of their duties, to exercise the care,
diligence and skill that a reasonably prudent person would exercise in similar circumstances.

Article 204. The directors, supervisors, president or other senior officers of the Company shall
perform their duties in accordance with fiduciary principles; and shall not put themselves in a
position where their personal interests and their duties may conflict with each other. This
principle includes (without limitation) discharging the following obligations:

1) to act honestly and in the best interests of the Company;
2) to act within the scope of his powers and not to exceed those powers;

3) to exercise the discretion vested in him personally and not to allow himself to act under the
control of another and, unless and to the extent permitted by the laws, administrative
regulations or with the informed consent of the general meeting of shareholders, not to
delegate the exercise of his discretion;

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

5) unless otherwise provided for in the Articles of Association or with the informed consent of
the general meeting of shareholders, not to enter into any contract, transaction or
arrangement with the Company;

6) without the informed consent of the general meeting of shareholders, not to use the
Company’s property in any manner for his own benefit;

7) not to exploit his position to accept bribes or other illegal income or expropriate the
Company’s property by any means, including (without limitation) opportunities that are
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favourable to the Company;

8) not to accept commissions in connection with the Company’s transactions without the
informed consent of the general meeting of shareholders;

9) to abide by the Articles of Association, faithfully perform his duties and protect the
Company’s interests, and not to exploit his position and functions and powers in the
Company to advance his personal interests;

10) not to compete with the Company in any form without the approval of the informed consent
of the general meeting of shareholders;

11) not to misappropriate the Company’s funds or lend such funds to any other person(s), and

unless otherwise stipulated in the laws and regulations and the Articles of Association, not
to use the Company’s assets to set up deposit accounts in his own name or in the names of
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Article 206

55









58



When the aggregate amount of the statutory common reserve fund has reached 50% or more of
the its
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shareholders shall not be entitled to receive dividends where the dividends are subsequently
declared.

Article 232. The profit distribution policy of the Company shall be as follows:

1) Reasonable investment returns for investors should be a key consideration in the profit
distribution of the Company and continuity and stability should be maintained in its profit
distribution policy, which should be in compliance with laws and regulations and the
relevant requirements of regulatory authorities such as the China Securities Regulatory
Commission;

2) Cash dividends and other amounts payable by the Company to domestic shareholders shall
be computed, declared and payable in RMB. Cash dividends and other amounts payable by
the Company to H Shareholders shall be computed and declared in RMB and payable in
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6)

7)

8)

Non-executive Directors when formulating proposals for the Company’s profit distribution,
and an independent opinion shall be furnished by the Independent Nonexecutive Directors;
Where the Board of Directors of the Company has not made any proposal for cash profit
distribution, the reason for the non-distribution and the use of the undistributed funds
retained by the Company should be disclosed in its periodic reports, and the Independent
Non-executive Directors should furnish an independent opinion thereon; and

Where fund appropriation by a shareholder against regulation has been identified,
deductions should be made by the Company against the cash dividend which should
otherwise be distributed to such shareholder in reimbursement of the funds appropriated;

The Company shall implement the profit distribution policy stipulated in these Articles and
profit distribution plans considered and approved at general meetings in a stringent manner.
Where it becomes genuinely necessary to adjust the stated profit distribution policy and
profit distribution plans considered and approved at general meetings, such adjustments
shall be discussed at and approved by the Board of the Company (with the Independent
Non-executive Directors furnishing an independent opinion) and then submitted to the
general meeting for consideration and approval by way of a special resolution before
implementation;

Following the statutory announcement of the profit distribution plan, the Company shall
give sufficient consideration to the opinions and suggestions of shareholders in general and
the minority shareholders in particular. When the profit distribution plan is being

considered shall provide multiple]TJCm means (including

but not limited to attendance in person at the general meeting, the Internet and investors’
hotline,]TJICm etc) divaec

61



in accordance with the provisions of the relevant tax laws and regulations, the Company shall
withhold, according to law, the taxes payable on the dividend income received by the
shareholders.

If any shareholder breaches the laws by using such funds of the Company, the Company shall
deduct the amount from the cash dividends payable to that shareholder until the amount is
recovered.

Chapter 16 Appointment of Accounting Firm

Article 237
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Directors.

Article 243. The Company’s appointment, removal or non-reappointment of an accounting firm
shall be determined by the general meeting of shareholders. Such resolution shall be filed with
securities regulatory authority of the State Council.

Where a resolution is passed by the general meeting to appoint a non-incumbent accounting
firm, to fill a casual vacancy in the office of the accounting firm, or to reappoint a retiring
accounting firm that has been appointed by the Board of Directors to fill a casual vacancy, or to
remove an accounting firm before the expiration of its term of office, the following provisions
shall apply:

1) a copy of the appointment or removal proposal shall be sent (before notice of meeting is
given to the shareholders) to the accounting firm proposed to be appointed or proposing to
leave its post or the accounting firm which has left its post in the relevant accounting year
(leaving includes leaving by removal, resignation or retirement);

2) if the accounting firm leaving its post makes representations in writing and requests the
Company to give notice of such representations to the shareholders, the Company shall take
the following measures (unless the representations are received too late):

1.
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composition of which shall be determined by an ordinary resolution at a general meeting of
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3) to dispose and liquidate any outstanding business of the Company;
4) to pay up all outstanding taxes and taxes incurred during the liquidation process;

5)
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in PRC newspapers designated under the PRC laws and regulations or by the securities
regulatory authorities under the State Council; or, in relation to announcements to shareholders
of H shares or announcements required by the relevant provisions and the Articles to be
published in Hong Kong, such announcements that must be published in the Company’s
website, the website of the Hong Kong Stock Exchange and other websites stipulated by the
Listing Rules from time to time in accordance with the requirements of the Listing Rules.

Article 275. Notices, circulars, relevant documents or written statements to be delivered by the
Company to holders of overseas-listed foreign shares must be delivered by courier or by prepaid
mail at the registered address of each such holder of overseas-listed foreign shares; notices,
information or written statements may be delivered to such shareholders in either the English or
Chinese version in accordance with the requirements and procedures set out in the Listing Rules,
and may also be delivered by making them available on the websites of the Company and the
Hong Kong Stock Exchange in accordance with the requirements and procedures set out in the
Listing Rules.

Where notices, circulars, relevant documents or written statements are being delivered by the
Company to holders of overseas-listed foreign shares,
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controlling interest in the Company, the Company and its controlling shareholders shall timely
and accurately disclose the relevant information to all shareholders.

Chapter 24 Dispute Resolution
Article 289. The Company shall comply with the following principles for dispute resolution:

1) Whenever any dispute or claim of rights arises between holders of the overseas-listed
foreign shares and the Company, holders of the overseas-listed foreign shares and the
Company’s directors, supervisors, president or other senior officers, or holders of the
overseas-listed foreign shares and holders of domestic shares, in respect of any rights or
obligations conferred or imposed by the Articles of Association, the Company Law and
other relevant laws and administrative regulations concerning the affairs of the Company,
such dispute or claim of rights shall be referred to arbitration by the relevant parties.

Where such dispute or claim of rights is referred to arbitration, the entire claim of rights or
dispute must be referred to arbitration, and all persons, who have a cause of action based on
the same facts giving rise to the dispute or claim of rights or whose participation is
necessary for the resolution of such dispute or claim of rights, shall abide by the arbitration
provided that such person is the Company or the Company’s shareholder, director,
supervisor, president or any other senior officer.

Disputes in relation to the identification of shareholders and disputes in relation to the
register of members need not be referred to arbitration.

2) A claimant may elect for arbitration to be carried out at either the China International
Economic and Trade Arbitration Commission in accordance with its Arbitration Rules or
the Hong Kong International Arbitration Centre in accordance with its Securities
Arbitration Rules. Once a claimant refers a dispute or claim of rights to arbitration, the
other party must submit to the arbitral body selected by the claimant. If a claimant elects for
arbitration to be carried out at Hong Kong International Arbitration Centre, any party to the
dispute or claim of rights may apply for a hearing to take place in Shenzhen in accordance
with the Securities Arbitration Rules of the Hong Kong International Arbitration Centre.

3) If any dispute or claim mentioned in sub-paragraph (1) above is referred to arbitration, the
laws of the PRC shall apply, save as otherwise provided in the laws and administrative
regulations.

4) The award of an arbitral body shall be final and conclusive and binding on all parties.
Chapter 25 Supplementary Rules

Article 290. The Board of Directors may formulate supplementary regulations pursuant to the
Avrticles of Association. Such supplementary regulations of the Articles of Association shall
not contravene the provisions of the Articles of Association.

Article 291. Pursuant to the requirements of the Articles of Association, the Board of Directors
shall formulate both the Rules of Procedure for General Meetings of Shareholders and Rules of
Procedure for Board of Directors Meetings which shall not contravene the provisions of the
Articles of Association and shall constitute appendices to Articles of Association after
consideration and approval at the general meeting of shareholders.

72



The Supervisory Committee shall formulate the Rules of Procedure for Supervisory Committee
Meetings pursuant to, and not in contravention of, the Articles of Association and shall
constitute an appendix to the Articles of Association upon consideration and approval at the
general meeting of shareholders.

Article 292
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