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Part 1

1.

1.1

1.2

1.3

Objectives and Principles

The objectives of the listed companies (the companies) include:

Protect shareholders’ interests, realize the maximization of shareholder

value and investment return and strengthen investor confidences.

Clarify the rights and duties of the market participants and lower agency

costs of the companies.

Build up a general structure of controlling the organization, resources,
assets, investment and operation of the company in respect to the risk
management. Enhance the company’s efficiency through controlling and

evaluating the performance of the management.

2. The companies should observe the following principles in fulfilling the

2.1

2.2

23

objectives:

Clarify the rights and duties of the shareholders, directors and the
management, treat shareholders equally, and increase communication

between directors and shareholders.

Enhance the accountability of single directors and the Board of Directors,
e.g. bettering the decision making procedures, so as to ensure that the
Board has strategic influence over company’s decision and effective
monitoring over management. The Board should be held accountable to
the company and shareholders to ensure that the decision and operation of
the company are in line with the interest of the shareholders and avoid the

problem of insider controlling.

Maintain the independence of the Board and the committees under which.
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24 Monitor the performance and conducts and the internal controlling

procedures as well as the enforcement of the managerial procedures.

2.5 Establish and carry out effective and applicable disclosure standards that
are of assistance to the corporate decision and management and ensure the
transparency of the business operation.

Part 2 Shareholders and Annual General Meeting (AGM)

3. The convening, voting and consideration of proposals of the AGM should be in

accordance with laws and the related rules of Shanghai Stock Exchange.

4. The procedure and rules for voting should treat all shareholders equally,
without increasing any unnecessary expenditure to the shareholders and the
listed company.

5. A shareholder may vote in person or by proxy. The listed companies may also

stipulate any other forms of voting, i.e. written vote.
A shareholder may only appoint one person for proxy voting.
The procedure for proxy voting should be efficient and accurate.

6. Any institution or person may recruit the appointment of proxy from
shareholders according to laws. Proxy recruitment should be of no reward. The
proxy recruiter should provide adequate information to the shareholders and
report to Shanghai Stock Exchange at the same time.

7. The articles of incorporation should make clear whether shareholders have a

right to accumulate votes for directors and supervisors.

8. The sub-companies, whose 20% of shares or over are owned by the holding

company, should not be entitled to vote if they possess over 10% of the shares

15
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of the holding company.

9. Board of Directors should communicate with shareholders through AGM.
Shareholders have the right to raise questions towards Board of Directors,
committees under Board of Directors and Board of Supervisors. Shareholders
may also question the agenda of meeting. Board of Directors should give

shareholders opportunities to raise questions.

10. The Board should report the execution results of the resolutions passed on the
previous meeting on the AGM. The Board should explain why some of those

resolutions have not been carried out.

Part 3 Directors and Board of Directors

11. The directors represent the interests of the whole shareholders.

12. The directors should act with due diligence. The directors are liable when

culpable or frequent negligence of duty happened.

13. There should be at least two independent directors and should account for
at least twenty percent of the total numbers of directors. When the Chairman of the
Board posits concurrently as the CEO, this percentage should be over 30%. The
independent directors should propose objective and just suggestions. Especially,
when conflict of interests is involved between the company’s decision making and
the controlling shareholders, the independent directors should consult with external
independent advisers, for which the company should provide corresponding

conditions.

The independent directors should spend enough time in fulfilling his duty

and get paid based on his performance.

14. The company should have formal and transparent procedures to select directors.

16
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15.

16.

17.

18.

19.

20.

21.

The Board of Directors should supply necessary training and related

information.

The directors should attend at least seventy percent of the Board of Directors’

meetings.

The Board should set up ad hoc committees, such as the Audit Committee,
Remuneration Committee, Nominating Committee and Investment Committees.
At least the Board should set up an Audit Committee. These committees should
mainly consist of independent directors, and the chairmen of these committees

must be independent directors.

The Auditing Committee should be responsible for (D inspecting accounting
policies, financial positions and reporting procedures, 2 communicating with
accounting firms through auditing procedures, ) recommending and
appointing accounting firms, @ inspecting internal control and auditing
functions, & inspecting the company’s observance of the laws and other legal
duties; ® monitoring risks such as financial risk and computer safety risk, @
supervising company’s conducts in business and other duties specified by
the Board.

The Remuneration Committee is responsible for drafting, supervising and

checking the remuneration policies for the company’s senior managers.

The Nominating Committee makes proposals about the scale and constitution
of the Board, providing opinions on nominating new directors and senior
managers. The Committee should insure that the procedures of appointing

directors and senior managers are fair and transparent.

The Investment Committee is responsible for drafting, supervising and

checking the significant policies in investment decision making.

The Board of Directors should appoint an independent director to verify if the
connected trading is beneficial to the company. Professional assessors or

independent financial advisers should be invited where necessary.
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22.

23.

24.

25.

26.

The company should disclose the number of the Board of Directors’ meetings,

the attendance of every director and the voting for significant events.

Under the situation that there are controlling shareholders, the company should

disclose if the interests of minority shareholders are represented on the Board.

The company should make public in annual report the number, the

qualifications, the meeting attendance and the voting etc.

The company should make public sufficiently and efficiently the activities and

the attendance of the single directors in the annual auditing meeting.

The Board of Directors should appoint professional committees to evaluate the
skill, experience and the working performance of every director at the end of

the year and disclose in the annual report.

Part 4 Supervisors and the Board of Supervisors

27.

28.

29.

Board of Supervisors should carry out its duty with due diligence , protect

shareholders' interests , supervise directors and senior managers in executing

the resolutions passed by the AGM, urge directors and senior managers to

observe rules, regulations and Articles of the Corporation.

Besides members representing shareholders and employees, independent
supervisors should be also included in the Board of Supervisors. The number
of supervisors representing the state-shareholder should not be more than one
third of chairs in the Board of Supervisors. The government officials should

not serve as the supervisor in the company.

Special committees may be set up in the Board of Supervisors when needed.
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30.

31.

32.

33.

34.

35.

36.

Board of Supervisors should maintain independence. If there are conflicts
between resolutions of Board of Supervisors and opinions of Board of
Directors, and a unanimity could not be reached through negotiation, Board of
Supervisors have rights to ask Directors to call a temporary shareholder

meeting to discuss the issues.

Companies should provide adequate and necessary resources and facilities to
ensure supervisors carry out their obligations effectively and independently.
The Board of Supervisors has right to ask independent institutions such as
auditors, lawyers to review financial statements, with the relevant costs

undertaken by companies.

Supervisors should make statements to the Board of Supervisors and the
company on their interests related to the Directors, managers and the company.
Supervisors' posts in other companies and their social posts should be
disclosed. In order to have enough time and energy to review the company
affairs and fulfill their supervising obligations, supervisors should not
undertake too many posts as supervisors and directors in other companies.
Supervisors should make a statement to the Board whether he or she has such

time and energy to fulfil obligations before taking the position.

Supervisors should be responsible for the losses occurred to their company

resulting from their failures in obligations.

Board of Supervisors should ask relevant directors, executives and financial

managers to attend Meetings of Supervisors if necessary and address inquiries.

Supervisors should communicate continuously with directors, managers and
shareholders. Supervisors should be authorized as observers to attend Meetings
of Directors and Executive Meetings of Manager voluntarily. Companies
should provide conditions for Supervisors to communicate with directors,

managers, shareholders and employees and bear the relevant costs.

Board of Supervisors should conclude and disclose in the annual report

supervisors' skill, experience and performance etc.
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Part5 Managers

37.

38.

39.

40.

41.

42.

43.

Managers should execute the resolutions passed by the Board of Directors in

good faith and diligence.

Managers should be liable to monitoring from Board of Directors and Board of
Supervisors, provide relevant information upon the questions of Board of
Directors and Board of Supervisors voluntarily and ensure that those

information are accurate, full and timely.

Managers should not concurrently hold positions, except as directors and
supervisors, in other companies. Managers should not concurrently hold
positions in other competitive companies. Managers should report their

concurrently held positions to Board of Directors.

Managers should not acquire incomes from the listed company unless the
incomes are stipulated and recognized in the remuneration policies by the

Board of Directors.

If there are conflicts of interests between managers and the contracts or deals
determined by the Board of Directors, the managers should report their

interests to the Board of Directors.

Managers should provide information concerning performance, important
deals and contracts, financial position and operational prospects of the

company to the Board of Directors in time, fully and accurately.

Managers should be held responsible for compensating and legally liable if
they commit illegal acts or breach articles of incorporation, or conduct
investment, money payment, asset disposing without permission or

authorization from the Board of Directors and cause losses to the company.
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Part 6 Remuneration Policies

44.

45.

46.

47.

48.

49.

50.

51.

Corporate remuneration policies should be aligned with the performance of

company and personnel.

Remuneration scheme of directors or supervisory board members and key

executives should be disclosed fully and clearly.

Companies should establish formal, fair and transparent procedures and
standards for developing remuneration scheme. The contents and structure
should be such that all relevant participants can understand the scheme easily

and shareholders can monitor the scheme conveniently.

The remuneration committee should be responsible for developing the
remuneration scheme of directors or supervisory board members and key
executives. The scheme must be approved by the Board of Directors or AGM.
No directors or supervisory board members and key executives should be

involved in deciding his or her own remuneration.

The Board of Directors should examine the remuneration scheme annually,
including its principle, procedures and relationship with corporate performance.

These details should be disclosed in annual report.

The remuneration package of executive directors or supervisory board
members and key executives should consist of wage, bonus and stock-based
incentive scheme. The performance-related elements of remuneration should

form a significant proportion of the total remuneration package.
Stock-based incentive schemes must be approved by the AGM.

After remuneration scheme is approved by AGM, the Board of Directors has

rights to determine the terms of scheme, including the participants, the total
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amount of the shares subject to the scheme (together with the percentage of the
issued share capital that it represents at the time) and the subscription price.
Any alterations to the terms and conditions of a scheme, which are of material

nature, must be approved by the AGM.

Part 7 Disclosure

52.

53.

Companies should disclose any important information truly, accurately, fully
and timely about corporate governance which may affect decisions of

investors.

In the annual reports, companies should disclose whether they have complied
with these Guidelines and to what extent they have followed the best practices
provided in these Guidelines. If the companies’ practices are not in line with

the Guidelines, they should explain why there have been such differences.
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