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Article 1

Article 2

Article 3

CHINA SOUTHERN AIRLINES COMPANY LIMITED

RULES OF PROCEDURES FOR
BOARD OF DIRECTORS

Chapter One General Provisions

These Rules are made in accordance with the Company Law of the People’s Republic
of China, Rules of Administration of Listed Companies, Articles of Association of
China Southern Airlines Company Limited, and other applicable laws and regulations,
to further specify the powers and duties of the board of directors, regulate the internal
organization and operations of the board, ensure the efficiency and soundness of its
decision making process, and give full play to the board as the center of business
decision making.

Chapter Two Directors
Qualifications for being a director:

(1) A director shall be a natural person, and he does not have to hold shares in the
Company;

(2) A director shall satisfy all applicable laws and regulations of the state.
A person shall not be a director if any of the following instances apply:
(1) The person has no civil capacity or has restricted civil capacity:

(2) a person who has committed an offence of corruption, bribery, infringement of
property, misappropriation of property or sabotaging the social economic order
and has been published because of committing such offence; or who has been
deprived of his political rights, in each case where less than five (5) years have
elapsed since the date of the completion of implementation of his punishment;

(3) a person who is former director, factory manager or manager of a company or
enterprise which has entered into insolvent liquidation because of
mismanagement and is personally liable for the insolvency of such company or
enterprise, where less than three (3) years have elapsed since the date of the
completion of the insolvency and liquidation of the company or enterprise;

(4) a person who is a former legal representative of a company or enterprise which
had its business license revoked due to a violation of the law and who incurred
personal liability, where less than three (3) years has elapsed since the date of
the revocation of the business license;

(5) a person who has a relatively large amount of debts due and outstanding;
(6) The person is a public servant;

(7) The person is prohibited from being a market participant by China Securities
Regulatory Commission, and such prohibition has not been lifted.

If the Company has elected directors in violation of the provisions above, the said
election shall be invalid.



Article 4

Article 5

Article 6

Article 7

Article 8

Directors shall be elected or replaced by the shareholders’ general meetings, and shali
serve a term of three years, which is also the term of each board of directors. Upon
the expiration of the term, a director may be elected for successive terms. Before the
expiration of the term, the shareholders’ general meeting shall not remove such
director from his office without just cause.

The term of a director shall start from the date of the sharcholders’ general meeting
which elects him to be Director, till the date three years later, when the next board
meeting is installed.

Directors who are added or are appointed to replace certain existing directors during
the term of the board shall serve the remaining term of the board, i.e., their term of
office shall extend from the date when the shareholders’ general meeting approved
their appointment to the date when the next board of directors is installed after the
expiration of the term of the present board.

The board of directors and the shareholders who hold alone or together with other
shareholders 5% or more of the Company’s issued shares may nominate candidates for
directors, such candidates will then be elected at the shareholders’ general meeting.

Candidates for directors shall satisfy the following principles:

(1) They shall meet the requirements of relevant laws, regulations, the Company’s
articles of association, and these rules, so that they are able to contribute to the
discussion of the board and to its sound, prompt and cautious decision-making;

(2) They are competent for the job in terms of their knowledge, skill and aptitude;

(3) They will help make the board more balanced in its structure of professional
knowledge.

Candidates for directors shall make written promises seven days before the
shareholders’ general meeting, indicating their willingness to accept the candidacy,
guaranteeing the truthfulness and the completeness of the material disclosed in
connection with their candidacy, and promising that they will conscientiously perform
the duties of the director after they are elected.

The Company shall disclose the detailed materials about the candidates seven days
before the shareholders’ general meeting so that shareholders will have a sufficient
understanding of the candidates when they cast their votes.

Directors shall enter into appointment contracts with the Company to specify the
powers and the duties between the Company and the directors, the term of the
directors, and liabilities of the directors for violation of the law or the articles of
association the Company, and the compensations of the directors in the event that the
Company terminates the contract before its expiration for one reason or another.

Directors shall have the following rights:
(1) Attend meetings of the board of directors, and exercise their right to vote;

(2) Act on behalf of the Company in accordance of the articles of association of the
Company or by authorization of the board;
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Article 9
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Deal with the business of the Company in accordance of the articles of
association of the Company or by authorization of the board;

The directors shall exercise their rights conferred by the Company
conscientiously, with due care and due diligence, to ensure the following:

(i) The business activities of the Company are in compliance with the laws,
regulations and the various economic policies and requirements of the
state;

(ii) All the shareholders are treated equally;

(iil) The directors will read carefully the various business and financial reports
of the Company, and have an up-to-date knowledge about the management
and business operations of the Company;

(iv) The directors will exercise their management and disposal right themselves
and will not allow themselves to be controlled by others. Without the
permit by relevant laws and regulation, or without the informed consent of
the shareholders’ general meeting, their right of disposal shall not be
transferred to others;

(v) The directors shall subject themselves to the lawful supervision of the
supervisory committee and shall accept the reasonable proposals from the
latter.

Directors shall perform the following obligations:

N

Directors shall comply with the relevant laws, regulations and "articles of
association of the Company. They shall dutifully perform their obligations and
protect the interests of the Company. When there is a conflict between their
personal interests and those of the shareholders or of the Company, the best
interest of the Company and shareholders shall prevail. They shall ensure the
following:

(i) They shall actively participate in relevant trainings to acquaint themselves
of their rights, duties and obligations as directors, and of relevant laws and
regulations and related knowledge required of them;

(ii) Directors shall loyally and diligently perform their duties in good faith, in
the best interests of the Company and all the shareholders;

(iii) Directors shall devote sufficient amount of time and energy to perform their
duties;

(iv) Directors shall participate in board meetings in a conscientious manner, and
shall explicitly express their views on the matters under discussion;

(v) Directors shall comply with relevant laws, regulations and the articles of
association of the Company, and shall exercise their powers within the
scope of their authority. They shall not act beyond their power and shall
strictly adhere to the commitments they made publicly;



(vi) They shall not enter into contracts or make transactions with the Company,
except otherwise provided for in the articles of association of the Company,
or with the informed consent of the shareholders’ general meeting;

(vil) They shall not use insider’s information for their own benefit or for the
benefit of others;

(viii) They shall not operate for themselves or other businesses that are similar
to those of the Company, or engage in activities detrimental to the interests
. of the Company;

(ix) They shall not take advantage of their position by accepting bribes or other
unlawful income;

(x) They shall not embezzle funds or lend the funds of the Company to others;

(xi) They shall not take advantage of their position by converting the
Company’s property to themselves or others;

(xii) They shall not take commissions in connection with any transactions of the
Company, without the informed consent of the shareholders’ general
meetings;

(x1ii) They shall not open accounts in their own name for the assets of the
Company;

(xiv) They shall not use the Company’s assets as collateral to secure the debts for
the benefit of the Company’s shareholders or other individuals;

(xv) They shall not disclose the Company’s confidential information which
comes into their possession during their term of office without the informed
consent of the shareholders’ general meeting, provided, however, that they
may disclose the said information to the courts or administrative authorities
under the following circumstances: disclosure of such information is
required by the law, in the public interests, or in the legitimate interest of
the director himself;

(xvi) The directors shall be liable for the resolutions of the board of directors. If
a resolution of the board of directors violates the laws, administrative
regulations or these articles of association and results in the Company
sustaining serious losses, the directors participating in the resolution are
liable to compensate the Company. However, if it can be proven that a
director expressly objected to the resolution when the resolution is voted
on, and that such objection is recorded in the minutes of the meeting, such
director may be released from such liability;

(2) Directors shall comply with the following disciplines:

(i) They shall participate in the various meetings of the Company at the time
designated in the notice, and duly exercise their voting rights;

(i) They shall work as a team and such working relationship should be in the
interest of the Company;



Article 10

Article 11

Article 12

Article 13

(iii) They may discuss matters only in the form of board meetings. Any
comments to be made or made by directors to an external party shall
comply the board resolutions as well as the disclosure principles of the
Company. Directors shall not disclose to an external party his opinions
which are different from the board resolutions;

(iv) Directors shall ensure that they are accessible to the board of directors;
(v) Directors shall comply with other disciplines of the Company.

(3) No directors shall act for the board or the Company in its own pame in the
absence of a provision of the articles of association of the Company authorizing
such act or without an authorization of the board of directors. When a director
acts in his own name, and a third party reasonably believes that he is acting on
behalf of the Company or its board, the said director should state in advance that
he is not acting on behalf of the Company;

(4) When a director or an entity in which such director serves as an officer has an
interest directly or indirectly in the contracts (excluding appointment contracts),
transactions or arrangements either in existence or contemplated, the director
shall promptly serve notice on the board and explain the nature and extent of
such interest, no matter whether such matters require notification under normal
circumstances.

The Company shall have the right to rescind the contracts, transactions or
arrangements unless they are approved by the board at a meeting at which such
interested director made disclosures to the board as required above and did not vote,
and the board did not include him in the quorum, except as against a bona fide party
acting thereto. ’

When the board casts its votes on matters under the articles of association, the
interested director shall not vote. But he may provide necessary explanations to the
board on the said matters.

If a director formally serves written notice to the board prior to the board’s first
deliberation on entering into contracts, transactions or arrangements, stating that for
reasons set forth in the notice, he has interests in the said contracts, transactions or
arrangements, the director shall be deemed to have made the disclosure required
hereunder.

A director may seek resignation before the expiration of his term. When a director
resigns, he shall submit a written resignation.

In the event that due to the resignation of a director the number of directors is less
than the number of directors required by law or the two-third of the number of
directors specified in the articles of association, the resignation of such director shall
be effective only after a new director is appoint to fill the shortfall. The board
Chairman shall hold an extraordinary shareholders’ general meeting to elect the new
director as soon as possible.

When a director submits his resignation or when his term expires, he is not
automatically discharged of his responsibility to the Company and its shareholders
before his resignation becomes effective, during the term of his employment contract,



Article 14

Article 15

Article 16

Article 17

Article 18

or within reasonable time after the end of his term. His obligation to keep the
commercial secrets and confidential information of the Company will survive his term
of office, till such information become public information. The effective period of his
other obligations should be decided on a fair basis by taking into consideration the
time period between the occurrence of the event and his resignation, and the
circumstances in which his relationship with the Company was terminated. Prior to the
expiration of the term, a director shall be liable for any losses incurred by the
Company as a result of the director’s resignation without approval.

A director shall have the following responsibilities:

(1) A director shall be liable for losses sustained by the Company due to an error of
the board in major investment decisions;

(2) A director shall be liable for economic and legal liabilities as a result of his
violation of any laws, administrative rules or the articles of association of the
Company when performing his duties, and such violations have resulted in losses
of the Company;

(3) A director shall be responsible for any resolutions made by the board of
directors. If a board resolution has caused material damage to the interests of the
Company, the directors contributing to such resolution shall be liable for any
compensations. However, if it can be proven that a director expressly objected
to the resolution when the resolution is voted on, and that such objection is
recorded in the minutes of the meeting, such director may be released from such
liability.

The Company shall not pay taxes on behalf of its directors in any form.

The supervisory committee shall supervise the performance of the directors, and shall
suggest any reward or punishment of the directors at the shareholders’ general
meeting.

The board of directors, or the remunerations and evaluation committee under it, shall
be responsible for preparing the standards for performance evaluation and shall
evaluate the performance of the Directors accordingly. The director concerned shall
abstain when the board of directors or its remuneration and evaluation committee

deliberates on the performance and remuneration of such director.
Chapter Three Independent Directors

The Company shall have independent directors. The independent directors shall have
no other position in the Company (other than as directors of the Company), shall be
independent from the Company or its major shareholders, and shall not be in any
relationship with the Company or its major shareholders that will impair their
independent and objective judgment.

The independent directors of the Company shall not hold any other position of
responsibility in the Company other than as independent directors.

[



Article 19

Article 20

Article 21

An independent director shall meet the following requirements:

is qualified to serve as independent director according to the laws,

)
administrative rules and other relevant rules of the jurisdiction where the
Company’s shares are listed;

(2) has basic knowledge of the operations of a listed Company, and is well
acquainted with relevant laws, administrative rules and other rules and
regulations;

(3) has at least five years of experience in the legal or economic field, or other
experience necessary for performance of his duties as an independent director;

(4) other conditions set forth in the articles of association of the Company.

Apart from the above, the following persons shall not be independent directors of the

Company:

(1) persons who are employed by the Company or its subsidiaries, or direct and close

@)
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(4)

(%)
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relatives thereof (direct relatives mean spouses, parents, and offspring, and close
relatives include siblings, father-in-law and mother-in-law, daughter-in-law and
son-in-law, brother-in-law and sister-in- law, and the siblings of the spouses);

natural persons who hold directly or indirectly 1% or more of the Company’s
issued shares, or who are among the top ten shareholders of the Company, and
direct relatives thereof;

persons employed by company shareholders which hold directly or indirectly 1%
or more of the issued shares of the Company or are among the top five
shareholders of the Company, and direct relatives thereof;

persons who fell under any of the above three categories in the past one year;

persons who provide financial, legal or consultation services to the Company or
any of its subsidiaries;

other persons specified in the articles of association of the Company;

other persons specified by the China Securities Regulatory Commission.

Apart from those powers granted by the Company Law, the articles of association of
the Company and other relevant laws and regulations to the directors, the independent

directors shall have the following special powers:

¢Y)
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approve connected transactions the aggregate amount of which exceeds 0.03% of
the Company’s tangible net assets before submission to the board of directors for
deliberation. Before making the decision with respect to such transactions, the
independent directors may engage a professional institution to prepare
independent financial advisor’s reports as a basis for their decision;

propose to the board of directors with respect to engaging or disengaging
accounting firms;



Article 22

Article 23

Article 24

(3) propose to the board of directors with respect to the convening of extraordinary
shareholders’ general meetings;

(4) propose the convening of board meetings;
(5) engage external auditing firms or consultancy firms;

(6) publicly solicit proxies from shareholders before shareholders’ general
meetings.

The Independent Director shall obtain the consent of over half of the independent
directors in exercising any of the above powers.

In addition to the above obligations, the independent directors shall provide their
independent opinions to the board of directors or the shareholders’ general meeting on
the following matters:

(1) nomination, appointment and removal of Directors;
(2) appointment and dismissal of senior administrative officers;
(3) remuneration of directors and senior administrative officers;

(4) newly occurred transactions, loans and other forms of fund transfer between the
Company and its shareholders, actual controllers or their affiliates, the aggregate
amount of which exceeds 0.03% of the total tangible net assets of the Company,
and whether the Company has taken effective measures to collect the amounts
due;

(5) matters which may harm the interests of the minority sharcholders;
(6) other matters provided for in the articles of association of the Company.

The independent directors shall choose to provide any of the following opinions with
respect to the above matters: agree, reserve opinion and the reasons therefor, dissent
and the reasons therefor, or unable to comment and the reasons therefor.

If the matters concerned fall under those which require disclosure, the Company shall
publicly disclose the opinions of the independent directors. When the independent
directors cannot reach a consensus, the Company shall publicly disclose the opinions
of each of the independent directors.

The independent directors owe a duty of fiduciary and diligence to the Company and
its shareholders. They shall perform their duties in accordance with relevant laws and
regulations and the articles of association of the Company, and shall protect the
interests of the Company and prevent encroachment of the rights and interests of
minority shareholders.

The independent directors shall perform their duties independently, and shall not be
influenced by the majority shareholders, actual controllers or other interested entities
and individuals.



Article 25

Article 26

Article 27
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An independent director shall serve as independent director of a maximum of five
listed companies, the independent director shall ensure he has sufficient time and
energy to perform his duties as independent director.

Independent directors or prospective independent directors shall participate in

trainings organized by China Securities Regulatory Commission, the stock exchange

where the Company’s shares are listed or their respective authorized agencies in
accordance with the requirements of the China Securities Regulatory Commission or
the stock exchange.

Nomination, election and replacement of independent directors:

N

2

3

4)
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The board of directors, the supervisory committee, and shareholder(s) who hold
alone or jointly with others hold 5% or more of the issued shares of the Company
shall have the right to nominate candidates as independent directors, and
nominated candidates shall become independent directors by election at a
shareholders’ general meeting.

The nominator shall have the approval of the proposed candidate for the
nomination before making a nomination. The nominator shall have adequate
knowledge of the profession, education, professional title and detailed work
experience of the nominee as well as the status of all his part-time jobs. The
nominator shall also comment on the qualification and independence of the
nominee as an independent director. The nominee shall make a public statement
disclaiming any relationship between him and the Company that will affect his
independent judgment.

Before the shareholders’ general meeting for the election of independent
directors, the Company’s board of directors shall announce the above
information in accordance with relevant provisions.

Before convening the shareholders’ general meeting for the election of
independent directors, the Company shall submit the written opinion of the
board, and relevant materials of all the nominees to the China Securities
Regulatory Commission and its local office as well as the stock exchange at
which the Company’s shares are listed. Dissenting opinions of the board of
directors with regard to the nominees shall also be submitted. Nominees of
independent directors objected by the China Securities Regulatory Commission
may be candidates of the directors of the Company but not as candidates of
independent directors of the Company. At the shareholders’ general meeting for
the election of independent directors, the board of directors shall make clear
whether the nominees of independent directors are objected to by the China
Securities Regulatory Commission.

The term of office of the independent directors is the same as that of the other
directors. Successive terms are allowed upon the expiration of the term, but may
not be extended to more than 6 years.

An independent director who fails to attend in person three consecutive board
meetings shall be replaced upon the proposal of the board to the shareholders’
general meeting.
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Independent directors shall not be dismissed without just cause before the

* expiration of his term, unless any of the above conditions or any of the condition

specifying the disqualification of a director under the Company Law has
occurred. When an independent director is dismissed, the Company shall
disclose the dismissal as a special discloseable matter and shall give reasons for
the dismissal, and the independent director may make a public statement if he
thinks that such dismissal is without justification.

Independent directors may resign before the expiration of their term. The
resigning independent director shall submit written resignation to the board of
directors. The written resignation shall contain explanations on matters related
to his resignation or any other matters which in his opinion, should be brought
to the notice of the shareholders and creditors of the Company. In the event that
due to the resignation of an independent director the number of independent
directors falls below the required percentage, the resignation of such
independent director shall be effective only after a new independent director has
been appointed to fill up the vacancy.

Article 28 To ensure that the independent directors will be able to perform their duties
efficiently, the Company shall provide the following to the independent directors:

(1)

2)

3

(4)

The Company shall ensure that the independent directors have the same right of
access to information as its other directors. With regard to matters that require
board decision, the Company shall serve notice on the independent directors in
advance within the prescribed time, and provide sufficient materials. If the
independent directors take the view that the materials are insufficient, they may
request for supplementary information. When two or more independent directors
take the view that the materials are insufficient or are inadequately explained,
they may, in writing, jointly propose to the board for a postponement of the
board meecting or for a postponement of determination of the matters concerned.
Such proposal shall be adopted by the board. Materials provided by the Company
to the independent directors shall be kept by the Company and the independent
directors for at least five years.

The Company shall provide necessary working conditions to the independent
directors for the performance of their duties. The secretary of the board shall
give independent directors the necessary assistance liaising with and
coordinating the work of the independent directors, including (but not limited to)
briefing them on the status of the Company and providing them with the relevant
materials. The secretary of the board shall be responsible for handling the
disclosure matters in connection with any independent opinions, proposal or
written explanatory statements made or given by the independent directors which
shall be disclosed.

The Company and its relevant personnel shall actively cooperate with the
independent directors when the latter perform their duties and provide accurate
information to the independent directors, and shall not refuse to do so, obstruct
or interfere the independent directors in discharging their duties or hide
information from the independent directors.

The expenses incurred as a result of the engagement by the independent directors

of professional institutions because of the performance of their duties shall be
borne by the Company.

— 10 —
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Article 29

Article 30

Article 31

Article 32

Article 33

(5) The Company shall pay subsidies to the independent directors. The rate of such
subsidy shall be proposed by the board and then approved by the shareholders’
general meeting. It shall also be disciosed in the Company’s annual report.

Apart from the above subsidies, the independent directors shall not take any
extra and undisclosed interests from the Company or from its major
shareholders, interested parties and other persons.

(6) The Company shall have a liability insurance plan for the independent directors,
to reduce the possible risks of the independent directors in performing their
duties.

The Company’s board or its remuneration and evaluation committee shall evaluate the
performance of the independent directors. The independent directors’ evaluation shall
consist of their self-evaluation and mutual evaluation.

The provisions hereunder with regard to directors shall also apply to independent
directors. If there is any conflict between this chapter and the said provisions, the
provisions of this chapter shall prevail.

Chapter Four Organization and Duties of the Board of Directors

The Company shall have a board of directors as its center of decision-making. By the
authorization of the shareholders’ general meeting, the board shall be responsible to
the shareholders’ general meeting for the operation and management of the corporate
property.

The board of directors shall consist of fifteen (15) Directors. The board of directors
shall have one (1) Chairman and two (2) Vice-chairmen.

Among the independent directors, at least one shall be an expert in accounting (i.e.,
an accountant with high professional ranking or the qualification of a certified public
accountant). In the event that due to an independent director’s failure to satisfy the
requirement for his independence or other conditions that render him incapable of
performing his duties as an independent director, the number of independent directors
falls short of the required number, the Company shall fill the shortfall in accordance
with relevant provisions. Apart from the aforesaid, the board shall have a balanced
professional structure, and the directors shall be competent for the job in terms of
their knowledge, skill and aptitude.

The board of directors shall exercise the following powers:

(1) Be responsible for the convening of the shareholders’ general meeting and to
report on its work to the shareholders’ general meeting;

(2) Implement the resolutions of the shareholders’ general meetings;
(3) Decide on the Company’s business plans and any investment project which is
below 50% of the Company’s recently audited net assets, including entering into

major contracts of guaranty, mortgage, loans, trust, commission, donation,
contracting and lease agreements, and investment, etc.;

— 11 —
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Decide on the following purchases or sales of assets:

(i) The aggregate amount or value of the consideration for the proposed
disposition, and the amount or value of the consideration for any such
disposition of any fixed assets of the Company that has been completed in
the period of four (4) months immediately preceding the proposed
disposition, exceed 33% of the value of the Company’s fixed assets as
shown in the Company’s most recent audited account;

(ii) The total amount of the assets to be purchased or sold according to the most
recently audited financial report, evaluation report or verification report
(including the debts and expenses) is below 50% of the Company’s most
recently audited net assets;

(iii) The absolute value of the net profit or loss of the asset to be purchased
(according to the audited financial report of the pervious year) is below
50% of the absolute value of the Company’s audited net profit or loss in the
preceding year;

(iv) The absolute value of the net profit or loss of the asset to be sold or the
absolute value of the profit or loss of the transaction is below 50% of the
absolute value of the listed Company’s audited net profit or loss in the
preceding year;

Undertake risk investments, the amount of which shall be less than 10% of the
Company’s most recent audited net assets (as shown in the Company’s most
recent audited account). Investment in such undertaking show follow stringent
procedures of examination and decision making. Major investment projects
which exceed the aforesaid amount shall be examined by relevant specialists and
then submitied to the shareholders’ general meeting for approval.

The above risky investments are those which involve areas the Company has
never ventured into in the past, and are outside the Company’s scope of normal
business, or those which the board of directors considers as highly risky and
uncertain, including but not limited to investment on shares, futures or foreign
exchanges transactions, etc.

Cancel less than 10% of the Company’s most recently audited net assets (as
shown in the Company’s most recent audited account). When the assets to be
cancelled are more than 10% of the Company’s net assets, the board of directors
should submit the proposal to the shareholders’ general meetings for approval,

Formulate the Company’s annual preliminary and financial budgets;

Formulate the Company’s profit distribution plan and plan for making up losses;
Formulate proposals for increases or reductions in the Company’s registered
capital and for issue of debentures or other instruments of the Company and

prepare plans for major acquisition, repurchase Company’s shares or mergers,
division and dissolution of the Company;

(10) Decide on the establishment of the Company’s internal management structure;

— 12 —



Article 34

(1)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

(19)

Pursuant to the Chairman’s nomination to appoint or dismiss the Company’s
president, the secretary of the board of directors and decide the remunerations
thereof, and pursuant to the president’s nominations to appoint or dismiss the
vice-presidents, the financial controller, the general economic officer, chief
engineer and the chief flying officer of the Company;

Establish the Company’s following basic management system:

(1) asset management system and the supervision system,

(ii) labor employment system, wages and compensation system, welfare

system, reward system and the supplementary social security system;
(iii) financial accounting system;

(iv) other important systems that should be established by the board of
directors;

Prepare proposals for any amendment to the Company’s articles of association;
Manage the release of the Company’s information;

Propose to the sharcholders’ general meeting the engagement or replacement of
the Company’s accounting firm;

Hear the reports of the Company’s president, and examine the work of the
president (if the president is also a director, the president-director shall abstain
from exercising his rights as director when the board examines his work as
president);

Formulate proposals on the remuneration and subsidies of the directors;

Formulate proposals on the rate of subsidies for the independent directors;

Exercise any other powers granted by faws, regulations or the Company’s

articles of association or conferred by the shareholders’ general meetings.

The board shall exercise its powers by holding board meetings and passing resolutions

for implementation.

The board of directors shall carry out its duties in compliance with the laws, the

articles of association and resolutions of the shareholders’ general meetings, and shall

subject itself to the supervision of the supervisory committee. With respect to matters

that require approval by relevant government authorities, the resolutions shall be

submitted for approval before implementation.

— 13 —



Article 35

Article 36

Article 37

Article 38

Article 39

The board of directors may set up strategy, nomination, and remuneration and
evaluation committees according to the Company’s actual needs. Members of these
special committees shall all be directors, and in the auditing committee, the
nomination committee, the remuneration and evaluation committee, the independent
directors shall form the majority and shall be responsible for convening the committee
meetings. In the auditing committee at least one independent director shall be an
accounting professional.

(1) The strategy committee shall primarily be responsible for research and proposal
with regard to the Company's long term development and major investment
decisions.

(2) The auditing committee shall primarily be responsible for (i) proposing the
engagement and replacement of the external auditor; (ii) supervising the
Company’s internal auditing system and implementation thereof; (iii) liaison
between internal and external auditors; (iv) verifying and disclosing the
Company’s financial information (v) checking the internal control system of the
Company.

(3) The nomination committee shall primarily be responsible for (i} formulating the
standards and procedure for selecting directors, managers, and making proposals
in connection therewith, (ii) search for competent candidates of directors and
managers; (3) evaluating the candidates of directors and managers and making
proposals in connection therewith.

(4) The remuneration and evaluation committee shall primarily be responsible for (i)
formulating the standard for evaluation of directors and managers, evaluating
directors and managers and making proposals in connection therewith; (ii)
deliberating on and reviewing the directors and senior administrative officers’
remuneration policy and plan.

The special committees may engage intermediate agencies for professional advice,
and the expenses incurred shall be borne by the Company.

The special committees are accountable to the board of directors, and the proposals
made by each of the special committees shall be submitted to the board of directors
for examination and decision.

Chapter Five Board Chairman

The Chairman of the board shall be a director other than an independent director. He
is the legal representative of the Company.

The Chairman and the Vice-chairmen shall be elected and removed by more than one
half of all the members of the board of directors. The term of office of the Chairman
and the Vice-chairmen is three (3) years, renewable upon re-election.

The Chairman and Vice-chairmen of the board shall comply with provisions with
regard to directors under Chapter Two hereunder.

The procedures for electing the Chairman and Vice-chairmen are as follows: One or
more of the directors shall propose candidates, and after discussion at a board
meeting, the candidate shall be elected as the Chairman by more than one half of all
the members of the board of directors.
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Article 40

Article 41

Article 42

The procedure for removing the Chairman and Vice-chairmen is as follows: One or
more of the directors shall propose the removal, and after discussion at a board
meeting, the removal will be approved by more than one half of all the members of
the board of directors.

Apart from the above, no director shall bypass the board of directors by proposing the

candidates for or removal of the Chairman or the Vice-chairmen to other departments

or offices.

The Chairman shall have the following qualifications:

(1) Knowledgeable about the market, and capable of correctly analyzing and judging
the macro economic situation within or outside of China and the trend of the
market development, capable of chartering the course of the Company and

making decisions, willing to take responsibilities;

(2) Democratic and broad minded, relying on a system of meritocracy in selecting
people, and capable of rallying people around him;

(3) Good at coordinating among the board of directors, the management and the
trade union;

(4) Experienced in business management and economic work, well acquainted with
the business of the Company and knowledgeable about the operation of a number
of other businesses, and having a good knowledge about relevant policies, laws
and regulations of the state;

(5) Honest, diligent, un-corrupted, impartial and upright;

(6) Energetic, with a strong sense of mission and responsibility, and daring to be a
path breaker and do pioneering work.

In principle, the Chairman of the board and the president shall not be one person.
The Chairman of the board of directors shall exercise the following powers:

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

(2) to check on the implementation of resolutions of the board of directors;

(3) to exercise some of the powers of the board of directors conferred by the board
of directors;

(4) to sign the certificates of securities, debentures or other instruments of value
issued by the Company;

(5) to sign important documents of the board of directors and other documents that
should be signed by the legal representative of the Company, and do the

following:

(i) examining and approving the use of the fund of the board of directors;
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Article 43

Article 44

Article 45

(11) signing any documents relating to the appointment and removal of the
president, vice-president, secretary of the board of directors, financial
controller, and directors according to the decision of the board of directors;

(iii) signing the appointment and removal of the principal officers of the
subordinate branches which do not have independent legal person status,
according to the decision of the board of directors;

(6) exercising his power as the legal representative of the Company, and signing
letters of authorization to the president or other officers of the Company in
accordance with the needs of the Company’s business;

(7) approving and signing expenditures (including capitalization investment that are
under RMBS50,000,000) that do not exceed 15% of the Company’s budget, and
approving and signing expenditures that are not covered in the Company’s
budget which are less than RMB10,000,000 each and less than RMB30,000,000
in the aggregate for the year;

(8) approving mortgage financing and loan agreements relating to short term loan
which is less than RMB100,000,000 each; '

(9) exercising his special right of disposal with respect to the affairs of Company in
accordance with the laws and in the best interest of the Company in the event of
force majeure such as an event of natural calamity, and to report to the board of
directors and the shareholders’ general meeting thereafter;

(10) exercising other powers conferred by the board of directors or authorized by the
articles of association of the Company.

When the Chairman is unable to exercise his powers, he may designate a Vice-
chairman to exercise such powers on the Chairman’s behalf.

Chapter Six Secretary of the Board

The board of directors shall have a secretary. The secretary of the board is a senior
administrative officer of the Company and is accountable to the board. The secretary
shall be nominated by the Chairman and shall be removed by the board of directors.

The secretary of the board of directors shall have the following qualifications:

(1) have a university degree, and at least three years experience in the work of
finance, accounting, auditing, business management or law, having undergone
training for board secretaries administered by the China Securities Regulatory
Commission or other authorities and having passed examinations thereof;

(2) knowledgeable about financial management, tax, laws, financing, business
management, and the use of the computer, having fine personal ethics and good
professional ethics, adhering to laws, rules and regulations, and devoted to his
work;

(3) adirector of the Company or other senior administrative officers may also serve

as secretary of the board of directors, however, the president, financial controller
or supervisors shall not be secretary of the board of directors;
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Article 46

Article 47

€}

(5)

the instances under Article 3 hereunder disqualifying a director shall also apply
to the secretary of the board of directors;

accountants from the accounting firm retained by the Company, or lawyers from
the law firm retained by the Company, shall not serve as secretary of the board
of directors.

When a director also serves as secretary of the board of directors, such director-
secretary shall not play a dual role in making a decision that requires action both by
the directors and the secretary.

The secretary of the board of directors is nominated by the Chairman and appointed
or removed by the board.

When appointing the secretary, the Company shall enter into a confidentiality
agreement with the secretary requiring the secretary to comply with his obligation of
confidentiality after the termination of his appointment until such time when the
relevant information is disclosed to the public.

The duties of the secretary of the board of directors are as follows:

(1)

@)

(3)

(4)

(5)

(6)

)

(8)

prepare and submit reports and documents which the relevant authorities of the
state or the stock exchange require the board of directors or the shareholders’
general meeting to provide;

coordinate and address the day-to-day work of the board of directors, and do the
work assigned by the Chairman;

be responsible for the management of the Company’s shares and securities;

prepare board meetings, shareholders’ general meetings and other meetings
organized by the board in accordance with statutory procedures, draft the
reports, resolutions, briefs and notices of any board and the shareholders’
general meeting, and take minutes of the meetings and keep the minutes and
records;

be responsible for the disclosure of the Company’s information, ensure that the
disclosures are timely, accurate, true and complete; ’

make documents and records available to those who are entitled to use such
documents and records;

advise the directors, supervisors, and senior administrative officers of the
Company of their duties as well as their obligations to comply with the relevant
laws, regulations, rules, policies and relevant provisions of the Company’s
articles of association;

assist the board of directors in complying with the relevant laws, regulations,
rules, policies and relevant provisions of the Company’s articles of association
when the board of directors exercises its powers, raise objections if the Board’s
decision violates any laws, regulations and relevant provisions of the stock
exchange or articles of association of the Company, in order to avoid causing
injuries or losses to the Company and its investors;
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"Article 48

Article 49

Article S0

Article 51

Article 52

Article 53

(9) provide legal support, consulting services and proposals on important decisions
of the board of directors;

(10) prepare for the promotional campaigns of the Company within or outside of
China;

(11) address matters between the Company on the one hand and the board of
directors, the securities regulatory office, the stock exchange, the intermediate
agencies or investors on the other hand;

(12) coordinate matters between the Company and the investors;

(13) responsible for the keeping of the register of shareholders, directors list,
shareholding information about the major shareholders and directors, and the
seal of the board of the directors;

(14) address other matters conferred by the board of the directors;

(15) other duties required of him by the stock exchange and the securities regulatory
office.

The secretary shall comply with the articles of association of the Company, shall
assume legal liabilities as a senior administrative officer of the Company, and shall
have the duty of good faith and due diligence. He shall not use his power to seek
benefits for others.

After the former secretary quits his office, a new secretary shall be appointed within
three months. At the same time, a securities representative of the board of directors
shall be appointed to perform the duties of the secretary when the secretary can not
perform his duties. The securities representative shall be nominated by the secretary,
and shall be appointed by the Chairman. The securities representative shall meet the
qualifications of the office of the secretary.

The Company shall report to the stock exchange the methods of communication with
the secretary, including his office phone number, home phone number, mobile phone
number, fax number, mailing address and his special e-mail address.

The secretary shall keep himself accessible to the stock exchange at all time.

The board shall not dismiss the secretary without sufficient reasons. When the board
dismiss a secretary or when the secretary resigns, the board of directors shall report
the matter to the stock exchange, explain the reasons therefor, and make public
announcement with respect thereto.

Before the secretary leaves his office, he should be examined by the board of directors
and the supervisory committee. Relevant documents, records and processing and
pending matters shall be handed over under the supervision of the supervisory
committee.

Chapter Seven Procedures for Board Meetings

Discussion among the directors shall proceed in the form of board meetings. board
meetings shall be convened and presided by the Chairman or by a director authorized
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Article 54

Article 55

Article 56

Article 57

Article 58

by the Chairman. When the Chairman is unable to perform his duty under special
circumstances, he may designate a Vice-chairman of the board to convene and preside
over the meeting on his behalf. When the Chairman neither performs his duty without
reasons nor designates another person to do so on his behalf, one half or more of the
directors may elect a director to convene such meeting.

Meetings of the board of directors shall be held at least twice every year, and these
meetings shall be held within two days before the release of the Company’s annual
report for the previous year and the releasing of the Company’s interim report
respectively to discuss and examine the relevant reports.

Under any of the following circumstances, the Chairman shall convene an
extraordinary meeting of the board of directors within 10 working days:

(1) When the Chairman deems it necessary;

(2) When one-third or more of the directors propose such a meeting;

(3) When one half or more of the independent directors propose such a meeting;
(4) When the supervisory committee proposes such a meeting;

(5) When the president proposes such a meeting.

Notice of the board meeting shall be served in the following manner:

(1) Notice shall be served on all the directors not less than ten (10) days before the
date of the meeting by way of telex, telegram, facsimile, express delivery,
registered mail or personal delivery;

(2) Notice by telephone, telex, telegram, facsimile, express delivery, registered mail
or personal delivery shall be served on all directors 8 hours before an

extraordinary meeting.

If notice is served by personal delivery, it shall be deemed to have been effectively
given on the date of the receipt which is signed or sealed by the recipient. If notice
is sent by mail, it shall be deemed to have been effectively given on the fifth business
day following the date of mailing. If notice is sent through fax, it shall be deemed to
have been effectively given on the date indicated on the receipt.

Notices of board meetings shall contain the following:

(1) date and place of the meeting;

(2) duration of the meeting, and matters to be discussed;

(3) date when the notice is sent.

Issues to be discussed shall be sent to the directors and other related persons together
with the notice.

The board shall provide the directors with sufficient material, including background

information relevant to the issues to be discussed, and information and data that will
help directors understand the status of the Company’s business. When two or more



Article 59

Article 60

Article 61

Article 62

independent directors think that the materials are insufficient or are inadequately
explained, they may jointly propose to the board a postponement of the board meeting
or putting the matter aside for later deliberation. Such proposal shall be adopted by
the board.

The directors shall attend board meetings in person. When a director is unable to
attend the meeting in person for any reason, he may appoint another director to attend
the meeting on his behalf. An independent director may only authorize another
independent director to attend the meeting on his behalf.

The power of attorney shall state the name of the proxy, the matter which is entrusted
to the proxy, the power of the proxy and the term of validity for such proxy. The power
of attorney shall be signed or sealed by the appointer and the proxy shall exercise the
powers within the scope of the authorization.

When a director authorizes another director to attend a board meeting as a proxy, the
appointer shall independently bear liabilities which arise as a consequence of the
proxy’s decision within the power of authorization.

If a director neither attends a board meeting nor authorizes a proxy to attend the
meeting on his behalf, he shall be deemed to have forfeited his right to vote at the
meeting.

If a director does not attend two consecutive board meetings nor authorizes another
director to attend the meetings on his behalf, the board of directors shall have the right
to propose to the shareholders’ general meeting for a replacement of such director.

The president, the supervisors and the secretary shall attend the board meetings as
non-voting members. Members of the management who are not directors and persons
related to the topic of discussion may attend the meetings as non-voting members if
necessary. Non-voting members may state their opinions on related topics, but they
have no right to vote on the matter.

The board’s motions shall be submitted according to the following procedures:

(1) Proposing the motions: According to the powers of the board, a motion shall be
put forward by the Chairman, the supervisory committee, or the president. They
may also be put forward by a director or jointly by several directors.

(2) Preparing the motions: The motions proposed by the Chairman, the supervisory
committee or by the president may be prepared by themselves or be handed over
by the secretary to relevant department. The motion proposed by one director or
by several directors may be prepared by the director or directors proposing such
motions, or be handed over by the secretary upon approval by the Chairman to
relevant department.

(3) Submission of motions: After the motions are prepared, the secretary of the
board of directors shall collect comments and opinions among relevant persons.
After elaboration, evaluation, modification by relevant parties and persons, a
sufficiently sophisticated resolution will be submitted to the board for
deliberation.

— 20 —



Article 63

Article 64

Article 65

Article 66

Article 67

Article 68

Article 69

(4) Connected transactions the total amount of which exceeds 0.03% of the tangible
net asset of the Company shall be approved and signed by the independent
directors before submission to the board of directors for deliberation as a
proposed motion.

Chapter Eight Voting Procedures of Board Meetings

A board meeting shall be held only with the attendance of half or more of the all
directors.

Board meetings are based on the principle of collective deliberation. Each director
should be given an opportunity to express his opinions before making a vote.

Directors participating in a board meeting vote for or against the board resolutions by
casting a written and open ballot. Each of the resolutions shall be voted for or against
and each director shall have one vote. The directors may either vote for or against a
resolution and usually they are not allowed to abstain. If a director chooses to abstain,
he must give reasons for such abstention and such reasons shall be kept in record.

Board resolutions are adopted by more than one half of all the Directors.

Extraordinary meetings of the board may be held through an exchange of faxed
documents, which, after being signed by the voting directors, shall be adopted as
resolutions if the directors are given a fair opportunity to express their views.

Meeting minutes that have been completed and accepted shall be signed by the
Chairman and all the attending directors (including proxies) as well as by the
secretary of the board of directors. A complete copy of the minutes shall be given to
each of the directors.

When the board examines matters regarding connected transactions, the interested
directors shall abstain and refrain from voting.

If a Director falls under any of the following categories, he is an interested director:
(1) He deals personally with the listed Company on any connected transactions;

(2) He has a position at or owns a controlling interest in an enterprise which is a
connected person of the Company;

(3) He must abstain in accordance with relevant laws, regulations and articles of
association of the Company.

If the matter being discussed at a board meeting is of importance and can be put off
for deliberation later, it may be re-considered upon the proposal of one third of the
directors attending such meeting. If a resolution has been voted on, it may be
re-considered upon the proposal by the Chairman, by the supervisory committee or by
the president. But such reconsideration shall not occur more than twice.

The board shall hear the opinions of the trade union and the employees of the

Company before discussing and deciding on matters directly related to the interests of
the employees, such as wages, housing, welfare benefits, labor insurance.
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Article 70

Article 71

Article 72

Article 73

Article 74

Article 75

The board shall hear the opinions of the trade union and the employees of the
Company before discussing and deciding on major issues relating to the business
operations of the Company and before formulating important rules and disciplines.

The person presiding over a board meeting may decide to adjourn or resume a board
meeting when necessary.

Directors shall not retire from a board meeting without approval of the person
presiding over the meeting. If a director retires without the approval, he shall be
deemed to have forfeited his right as director at the meeting.

The secretary of the board or his authorized representative shall keep detailed minutes
of the discussion at the board meetings. Such minutes shall be signed by the directors,
the secretary of the board and the clerk attending the meeting. An attending director
shall be entitled to have his explanations to his statements made at the meeting
recorded. The records of the board meetings shall be kept by the secretary of the board
of directors as corporate files. They form the basis for imposing liabilities on the
directors.

The minutes of the board meetings shall contain the following:

(1) the date and place of the meeting, and the name of the person presiding over the
meeting;

(2) the names of directors attending the meeting, and the names of directors
{proxies) authorized by other directors to attend the meeting;

(3) the agenda of the meeting;
(4) the main points of the Directors’ speeches;

(5) the method and the result of voting on each resolution (the result of the voting
shall indicate the number of votes against and for the resolution, and the number
of abstentions).

Directors attending the board meeting shall sign their names on the board resolutions
and be held liable for such board resolutions. The directors shall be liable for the
resolutions of the board of directors. If a resolution of the board of directors violates
the laws, administrative regulations or these articles of association and results in the
Company sustaining serious losses, the directors participating in the resolution are
liable to compensate the Company. However, if it can be proven that a director
expressly objected to the resolution when the resolution is voted on, and that such
objection is recorded in the minutes of the meeting, such director may be released
from such liability.

A director who does not sign his name on the minutes or summary of the meeting shall
be deemed to be absent from such meeting without justifiable reasons.

Chapter Nine Procedure for Public Announcement of Board Resolutions

Article 76

Except the relevant stock exchange does not impose such requirement, the secretary
of the board of directors shall submit the minutes and summary of the board meeting
to the stock exchange at which the Company is listed within two business days after

"the end of the board meeting.
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Article 77

Article 78

Article 79

Section I

Article 80

Article 81

The secretary of the board of directors shall be responsible for making public
announcements regarding matters in the board resolutions which require a vote at a
shareholders’ general meeting or which involve listing rules of the stock exchange at
which the Company is listed. Others matters which requires public announcement in
the view of the stock exchange shall also be publicly announced.

The secretary of the board of directors shall provide materials relating to a board
meeting which are required by the stock exchange at which the Company is listed
within the prescribed time.

Chapter Ten Record Keeping

The board of directors shall keep in the Company the minutes and records of the
present and previous terms of shareholders’ general meetings, board meetings,
supervisory committees’ meetings, the Company’s financial reports and auditing
reports, and the register of shareholders, and shall make them available for
examination.
The secretary of the board of directors shall be responsible for formulating a method
for keeping the record of the board, and shall effectively manage the records of the
board in accordance with relevant rules.
Chapter Eleven Other Procedures of the Board

Decision Making Procedures of the Board
With regard to proposing shareholders’ general meetings
(1) The annual shareholders’ general meeting shall be proposed by the Chairman,

and extraordinary shareholders’ general meetings shall be proposed by anyone

who has the legal right to propose such meetings;

(2) The office of the secretary of the board of directors, the financial department and
relevant departments of the Company shall prepare the relevant materials;

(3) The Chairman and the president shall read and examine such materials;

(4) The secretary of the board of directors shall collect all the materials and make
arrangements for a board meeting;

(5) Board discussion;
(6) Board resolution;

(7) Public announcemeﬁt by the secretary of the board of directors of the board
resolutions.

Approving the Company’s audited financial reports
(1) Proposal by the Chairman;

(2) The president shall cause the financial controller or the financial management
department to prepare related materials;
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Article 82

Article 83

Article 84

3

(4)

(5)

(6)

The president shall examine the reports;

The secretary of the board of directors shall collect all the materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Approval of the Interim Financial Reports

(D

(2)

(3)

(4)

&)

(6)

Proposal by the Chairman;

The president shall cause the financial controller or the financial management
department to prepare related materials;

The president shall examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution.

Making Plans for Major Purchases and Sales

(1)
(2)
3)

4)

&)

(6)

Proposal by one who has the legal right to propose;
The board shall authorize relevant departments to prepare related materials;
The Chairman and the president shall examine the materials;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Deciding on the Company’s Business Plan

(1

(2)

3

4

(5)

Proposal by the Chairman;

The president shall cause relevant departments to prepare materials for and
prepare a draft plan;

The president shall examine the plan to be submitted to the board,

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;
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Article 85

Article 86

Article 87

(6)

Board resolution.

Deciding on Investment Plans

(1

(2)

3)

(4

(5)

(6)

Proposal by the Chairman;

The president shall cause relevant departments to collect materials for and
prepare a draft plan;

The president shall examine the plans to be submitted to the board;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution.

Approving and signing for expenditure (including investment projects) that are in
excess of 15% of the Company’s budget, approving and signing expenditure that are
not covered in the Company’s budget which are RMB10,000,000 each or more and
short term mortgage financing or loan agreements that are RMB 100,000,000 each or
more:

H

(2)

3

(4)

(5)

(6)

)

Proposal by the president;

The president shall cause relevant departments to collect materials for and
prepare a draft plan;

The president shall examine the plan to be submitted to the board,

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution. If the resolution involves 15% or more of the Company’s
tangible net asset, the secretary of the board of directors shall be responsible to
issue a public announcement. If the resolution involves 50% or more of the
Company’s tangible net asset, it shall be submitted to the shareholders’ general
meeting for examination;

The secretary of the board of directors shall notify relevant authorities.

Deciding on connected transactions that involve 0.03% or more of the Company’s net
asset:

(D

@)

(3)

Proposal by the president;

The president shall cause relevant departments to collect materials for and
prepare a draft plan;

The president shall examine the plans to be submitted to the board;
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Article 88

Article 89

4

(5)

6

(7

®

The secretary of the board of directors shall make arrangements for a meeting at
which relevant departments of the Company shall report to the independent
non-executive directors about the transaction;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution. The secretary of the board of directors shall make a public
announcement regarding the resolution, if the resolution involves 3% or more of
the Company’s tangible net asset, it shall be submitted to the shareholders’

general meeting for examination;

The secretary of the board of directors shall notify relevant authorities.

Setting up the Company’s Management Structure

(1)

(2)

(3)

(4)

(5)

(6)

(7N

Proposal by the president;

The human resource department of the Company shall collect materials for and
prepare a draft plan;

The president shall examine the plan to be submitted to the board;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;
Board resolution;

The office of the secretary of the board of directors shall notify the human
resource department of the Company.

Preparing the Company’s Annual Budget and Final Settlement Plan

(§))

(2)

3)

4)

3

(6)

Proposal by the Chairman,;

The president shall cause relevant departments to collect materials for and
prepare a draft plan;

The president shall examine the plan to be submitted to the board;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.
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Article 90

Article 91

Article 92

Article 93

Making Plans for Distributing Profits and Making up Losses

(1

(2)

3

4)

(5)

©)

Proposal by the Chairman;

The president shall cause relevant departments to collect materials for and
prepare a draft plan;

The president shall examine the plan to be submitted to the board;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Making Plans for Issuing Stocks and Debentures

(1

(2)

3)

(4)

(5)

(6)

Proposal by one who has the legal right to propose;

The office of the secretary of the board of directors, the financial department and
the legal department shall prepare related materials;

The Chairman and the president examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for the meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Making Plans for Increasing or Reducing the Company’s Registered Capital

49

(2)

(3)

4

(%)

()]

Proposal by one who has the legal right to propose;

The office of the secretary of the board and relevant departments of the Company
shall prepare related materials; :

The Chairman and the president shall examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Making Plans for Mergers, Division and Dissolution

(H

Proposal by one who has the legal right to propose;
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Article 94

Article 95

Article 96

@

3)

4

(&)

(6)

The office of the secretary of the board of directors and relevant departments
shall prepare related materials;

The Chairman and the president shall examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Amending Articles of Association

)

(2)

(3)

)]

%)

(6)

Proposal by one who has the legal right to propose;

The office of the secretary of the board of directors and relevant departments
shall prepare materials;

The Chairman and the president shall examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Proposing Auditors or Replacement of Auditors to the Shareholders’ General Meeting

(D
2
3

4

(%)

(6)

Proposal by one who has the legal right to propose;
The financial department shall prepare materials;
The Chairman and the president shall examine the reports;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Board discussion;

Board resolution, and submission of the resolution to the shareholders’ general
meeting for examination.

Electing Chairman

(1)

@

3

Proposal by one who has the legal right to propose;

The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

Voting at the board meeting;
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Article 97

Article 98

Article 99

(4) Board resolution;

(5) The office of the secretary of the board of directors shall prepare the document,
and then release the document in the name of the Company.

Hiring and Dismissal of the President, Deciding on Remunerations, Rewards and
Punishments

(1) Proposal by Chairman;

(2) The office of the secretary of the board of directors and the human resource
department shall prepare materials about the candidates;

(3) The Chairman shall examine the materials;

(4) The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

(5) Board discussion;
(6) Board resolution;

(7) The office of the secretary of the board of directors shall prepare the documents,
and then release the document in the name of the Company.

Deciding on Other Important Business Matters
(1) Proposal by the president or director;

(2) The president shall cause relevant departments of the Company to prepare
materials;

(3) The president shall examine the materials;

(4) The secretary of the board of directors shall prepare materials and make
arrangements for a board meeting;

(5) Board discussion;
(6) Board resolution;

(7) The office of the secretary of the board of directors shall notify the relevant
authorities.

When persons, who are seconded by the Company to act as directors of affiliated
companies are called upon to vote at a board meeting or a shareholders’ general
meeting of the affiliated Company on matters involving the above provisions,
especially Articles 84-88 and 90-94 hereunder. The seconded director shall seek
authorization from the Company’s board of director for the said matters:

(1) Report to the president by the director who is seconded by the Company on the
matter to be voted on;
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Section II

Article 100

Article 101

Article 102

Article 103

Article 104

Article 105

(2) The president shall cause relevant departments of the Company to prepare
materials;

(3) The president shall examine the materials;

(4) The secretary of the board of directors shall collect materials and make
arrangements for a board meeting;

(5) Board discussion;
(6) Board resolution;

(7) The office of the secretary of the board of directors shall notify the seconded
director and the relevant departments.

Examination Procedures of the Board

In the course of implementing a board resolution, the Chairman (or the authorized
departments or persons) may examine the progress of the implementation. If in the
course of examination, the Chairman finds any violations of the resolution, he may
request the president to verify the violation and propose a board meeting to discuss
and decide on punishments.

Chapter Twelve Fund of the Board
With the approval of the shareholders’ general meeting, the Company’s board of
directors shall set up a fund for the board of directors. The secretary of the board shall
be responsible for preparing a plan for the fund, which, upon approval by the
Chairman, shall be included in the budget of the year as management expenses.
Uses of the Fund
(1) For board meetings;

(2) For activities carried on in the name of the Chairman or the board of directors;

(3) As incentives for directors and relevant persons for their outstanding
performances;

(4) As special expenses for the board and the Chairman;

(5) As other expenses approved by the board.

The fund of the board shall be managed by the financial department of the Company.
Each of the expenditure shall be approved by the Chairman or such person delegated
by the Chairman.

Chapter Thirteen Others

In these Rules, the term a sum and above include such sum while more than a sum or
less than a sum does not include such a sum.

Matters not covered by these rules shall be dealt with in accordance with relevant
laws, regulations of the state and the articles of association of the Company.
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Article 106

Article 107

Article 108

Article 109

In the event that these rules conflict with laws and regulations such as the Corporate
Law of the People’s Republic of China, the Securities Law of the People’s Republic
of China, the Regulatory Opinions on Shareholders’ General Meetings of Listed
Companies, and the articles of association of the Company, the above laws and
regulations shall prevail and these rules shaill be amended accordingly.

Amendments to these rules shall be drafted by the board of directors and then
submitted to the shareholders’ general meeting for examination and approval.

These rules are subject to the interpretation of the board of directors.

These rules shall be implemented as of the date when they are approved by the
shareholders’ general meeting.
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SIGNATURES

Pursuant to the requitements of the Securities Exchange Act of 1934, the registrant has
duty caused this repdrt to be sigfied on its behalf by the undersigned, thereunto duly authorized.

CHINA SOUTHERN AIRLINES COMPANY LIMITED

B

Name: t Suliang -
Title: Company Secretary

Date: May 15, 2002



