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In this circular, unless the context requires otherwise, the following expressions have the following

meanings:

“A Share(s)” the ordinary share(s) of nominal value of RMB0.10 each of the

Company which are subscribed for and traded in Renminbi

“A Share Offering” the Company’s proposed public offering of not more than

231,500,000 A Shares, such A Shares will be listed on the

Shanghai Stock Exchange

“Articles of Association” the articles of association of the Company as revised from time to

time

“Board” the board of Directors

“CSRC” China Securities Regulatory Commission

“Class Meetings” Domestic Shareholders class meeting and the H Shareholders class

meeting

“Company” 上海復旦微電子集團股份有限公司 ( S h a n g h a i F u d a n

Microelectronics Group Company Limited*), a joint stock limited

company incorporated in the PRC with the H Shares are listed on

the main board of the Stock Exchange (Stock Code: 1385)

“Directors” the directors of the Company

“Domestic Share(s)” domestic share(s) of nominal value of RMB0.10 each in the capital

of the Company which are subscribed for in Renminbi

“Domestic Shareholder(s)” registered holder(s) of the Domestic Shares

“EGM” the extraordinary general meeting of the Company to be held on 3

June 2019 at Building 4, Lane 127, Shanghai, the PRC to consider

and, if thought fit, approve, among other things, the proposed A

Share Offering and other related resolutions as set out in the notice

of EGM on pages EGM1-1 to EGM1-3 of this circular

“Group” the Company and its subsidiaries

“H Share(s)” foreign invested share(s) of nominal value of RMB0.10 each in the

capital of the Company which are listed on main board of the Stock

Exchange and subscribed for in HK$

“H Shareholder(s)” registered holder(s) of the H Shares
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“Hong Kong” the Hong Kong Special Administrative Region of the People’s

Republic of China

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“Initial Public Offering” the Company’s initial public offering of A Shares and listing on the

Shanghai Stock Exchange

“Latest Practicable Date” 11 April 2019, being the latest practicable date prior to the date of

this circular for the purpose of ascertaining certain information

contained in this circular

“Listing Rules” the Rules Governing the Listing of Securities on the Stock

Exchange

“Net Proceeds” the net proceeds to be raised from A Share Offering after deducting

relevant issuing expenses

“PRC” the People’s Republic of China, for the purpose of this

announcement only, excluding Hong Kong, Macau Special
Administrative Region and Taiwan

“Project” the project relating to PSoC (Programmable System-on-Chip) and

its industrialisation

“RMB” Renminbi, the lawful currency of the PRC

“Share(s)” the Domestic Share(s) and H Share(s)

“Shareholder(s)” registered holder(s) of the Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Supervisor(s)” the supervisor(s) of the Company

“Supervisory Committee” the supervisory committee of the Company

“%” per cent.

In this circular, unless the context otherwise requires, the terms “connected person(s)”, “connected

transaction(s)”, “controlling shareholder(s)” and “substantial shareholder(s)”, if used, shall have the

meanings given to such terms in the Listing Rules, as modified by the Stock Exchange from time to time.
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(a joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 1385)

Executive Directors:

Mr. Jiang Guoxing (Chairman)

Mr. Shi Lei (Managing Director)

Mr. Yu Jun (Deputy Managing Director)
Ms. Cheng Junxia

Non-executive Directors:

Ms. Zhang Qianling

Mr. Ma Zhicheng

Mr. Yao Fuli

Ms. Zhang Huajing

Independent non-executive Directors:

Mr. Cheung Wing Keung

Mr. Guo Li

Mr. Chen Baoying

Mr. Lin Fujiang

Registered Office:

No.220 Handan Road

Shanghai

The PRC

Principal Place of Business:

In the PRC:

Building 4, Lane 127, Guotai Road

Shanghai, the PRC

In Hong Kong:

Flat 6, 5/F., East Ocean Centre

98 Granville Road

Tsimshatsui East

Kowloon

Hong Kong

Dear Sir or Madam:

(1) PROPOSED A SHARE OFFERING
(2) PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION

(3) PROPOSED ELECTION OF SUPERVISORS
AND

(4) NOTICES OF EXTRAORDINARY GENERAL MEETING AND
CLASS MEETINGS

1. INTRODUCTION

The purpose of this circular is to provide you with information in relation to, among other things: (i)

proposed A Share Offering; (ii) proposed amendments to the Articles of Association; (iii) proposed election

of Supervisors; (iv) provide relevant information to enable you to make informed decision on whether to

vote for or against the above resolutions to be proposed at the EGM and the Class Meetings; and (v) to set

out the notices of the EGM and the Class Meetings.

Pursuant to the Board meeting held on 28 February 2019, the Board has approved and resolved to

convene the EGM and the Class Meetings for the approvals of the following resolutions in relation to the

proposed A Share Offering and listing on the Shanghai Stock Exchange. If the following resolution 1 is not
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approved by the Shareholders at the EGM and the Class Meeting, the proposed A Share Offering will not

proceed. The related matters in the following resolutions 2 to 19 will not proceed, and the details of the
resolutions are as follows:

A. Special Resolutions

1. the proposed A Share Offering;

2. the proposed amendments to the Articles of Association;

3. feasibility on investing in the Project with proceeds from Initial Public Offering of A Shares;

4. the plan for distribution of profits accumulated before the Initial Public Offering and listing of

A Shares;

5. the future dividend plan for the three years after the Initial Public Offering and listing of A

Shares;

6. price stabilisation plan for the A Shares within three years after the Initial Public Offering and

listing of A Shares;

7. undertakings and related restrictive measures in connection with the Initial Public Offering and

listing of A Shares;

8. explanation on dilution of immediate returns and related remedial measures as a result of the

Initial Public Offering and listing of A Shares;

9. the authorisations granted to the Board to handle all matters relating to the Initial Public

Offering and listing of A Shares;

B. Ordinary Resolutions

10. the appointment of domestic auditor for the purpose of this share issue;

11. confirmation on related party transactions for the latest 3 years;

12. rules of procedures of the Shareholders’ General Meetings;

13. rules of procedures of the Board of Directors;

14. rules of procedures of the Supervisory Committee;

15. proceeds management system;

16. rules for management of related party transactions;
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17. rules for external investment management;

18. rules for external guarantee management;

19. working rules of the independent directors;

20. the proposed election of Mr. Ren Junyan as the Supervisor;

21. the proposed election of Mr. Wei Ran as the Supervisor; and

22. the remuneration of the Supervisors.

2. PROPOSED A SHARE OFFERING

2.1 Plan of the proposed A Share Offering

Reference is made to the Company’s announcement dated 28 February 2019, the Board is

pleased to announce that the Board has approved, among other things, the proposed A Share Offering

and listing on the Shanghai Stock Exchange.

The Company will submit applications to the CSRC and the relevant regulatory authorities for

the Initial Public Offering and listing of A Shares in order to enhance the Company’s comprehensive

competitiveness and strengthen its ability for continuing development.

Details of the proposed A Share Offering are set out below:

(a) Type of securities to be issued

Domestic listed RMB ordinary shares (A Shares)

(b) Nominal value per Share

RMB0.1

(c) Offering size

Assuming that there are no changes to the total issued share capital of the Company, the

maximum number of new A Shares to be issued will not be more than 231,500,000 A
Shares (including 231,500,000 A Shares, such number will be adjusted accordingly to

reflect stock dividend, transfer of capital reserve into capital and any other ex-rights

events if occurred prior to the proposed A Share Offering), representing (i)

approximately 33.33% of the total existing issued share capital of the Company

before the issue of A Shares, and 25% of total enlarged issued share capital of the

Company after the issue of A Shares. The Company and the lead underwriter(s) can
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adopt an over-subscription option which cannot exceed 15% of the offering size. All A

Shares will be issued as new shares and no transfer arrangement will be made for the
old Shares.

Following the approval or registration documents granted by the CSRC, the actual

offering size and the over-subscription option will be determined by the Board in

accordance with the relevant rules and regulations and the authorisations granted at the

EGM and the Class Meetings, and after consideration of the market conditions and the

capital requirement of the Company with the sponsor(s) (underwriter(s)).

(d) Mode of offering

The offering will be conducted through a combination of placings to strategy investors,

the subscribers on an offline basis, offerings to qualified public investors online at a

fixed price, or other offering methods approved by the CSRC and the Shanghai Stock

Exchange.

(e) Target subscribers

Target subscribers will be strategy investors, investors of price consultation process and
qualified investors who satisfy the requirements under applicable laws and regulations

of the PRC and regulatory authorities (except those prohibited by the relevant PRC

laws, regulations and normative documents).

The PRC laws and regulations governing the qualification of investors mainly include

the Administrative Rules for Offline Investors of Initial Public Offering issued by the

Securities Association of China on 15 June 2018, the Special Trading Requirements for

the Science and Technology Innovation Board of the Shanghai Stock Exchange issued

by the Shanghai Stock Exchange on 1 March 2019 and the Detailed Rules for the

Placement of Stocks in Initial Public Offerings issued by the Securities Association of

China on 15 June 2018, pursuant to which, investors who participate in the price

enquiry and offline subscription of the initial public offering should be securities

companies, fund management companies, trust companies, finance companies, insurance

companies and private equity fund manager with certain experience in securities, have

necessary pricing power and a good credit history and shall register with the

Association.

Furthermore, individual investors participating in the trading of the Science and
Technology Innovation Board shall meet the following conditions:

(i) The assets in the securities account and the fund account for the 20trading days

prior to the application for the access opening shall not be less than RMB

500,000 each day (excluding the funds and securities that such investor has

integrated through securities margin trading);

(ii) Participating in securities trading for more than 24 months;
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(iii) Other conditions as stipulated by the Shanghai Stock Exchange.

In the event that any subscriber of the A Shares is a connected person of the Company,

the Company shall take every reasonable step to comply with the relevant requirements

under the listing rules of the listing place, including but not limited to disclosure of

transactions in announcements, circulars and annual reports, as well as approval of

transactions by shareholders under Chapter 14A (Connected Transactions) of the Listing

Rules.

(f) Pricing methodology

The issue price of this share offering will be determined by taking into account the

market conditions of the PRC stock market; making enquiries with qualified investors or

such other methods approved by the CSRC and the Shanghai Stock Exchange.

Pursuant to the Implementation Rules for Offering and Underwriting Stocks of the

Science and Technology Innovation Board of the Shanghai Stock Exchange, the price of

A Shares shall be determined by means of price inquiry, which shall not be pre-set to be

not less than the Company’s net assets or the circulation price of H shares. The

institutions involved in and responsible for pricing include professional institutional
investors such as securities companies, fund management companies, trust companies,

finance companies, insurance companies, qualified foreign institutional investors and

private equity managers.

When considering the pricing, the Board of Directors will comprehensively take account

of the relevant laws and regulations governing the A Share Offering, the Company’s

investment value and the interests of all Shareholders including Shareholders of H

Shares.

(g) Use of proceeds

The net proceeds of RMB300 million raised from the new issue will be used for the

development and research of PSoC (Programmable System-on-Chip). If there is a

surplus after that, the remaining amounts will all be used to replenish our liquidity. If

the actual net proceeds raised are less than the estimated capital requirements of the

Projects, the shortfall shall be recovered by its internal resources. Before the receipt of

proceeds raised from the issue of A Shares, the Company can subsidize the Project with

its own funds according to actual needs and upon the receipt of proceeds raised, such
proceeds will be utilized for replacing the own capital applied in the Project.

(h) Method of underwriting

On a standby commitment basis

(i) Place of listing
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Shanghai Stock Exchange

(j) Validity period of the resolution

The validity period of the resolution is 12 months from the date approved by the EGM

and the Class Meetings.

2.2 the proposed amendments to the Articles of Association

In order to implement the plan for A Share Offering, based on the requirements under the

Company Law of the PRC, Guidance on Listed Company Articles of Association, the rules governing

the listing of securities on the Shanghai Stock Exchange, the relevant PRC laws, regulations and rules

with reference to the Listing Rules, the Company has formulated a proposed amendments to the

Articles of Association.

The Company confirms that the proposed amendments to the Articles of Association regarding

share repurchase are made in accordance with the relevant requirements under the PRC laws and

regulations, and are only apply to the repurchase of A Shares of the Company, and not applicable to

the repurchase of H Shares. In addition, the Company undertakes to comply with the relevant listing

rules of the applicable the stock exchanges when repurchasing A Shares and H Shares in the future.

The Company further confirms and undertakes to comply with the Listing Rules 10.06(5) that

for the repurchase of H Shares, the H Shares shall be automatically cancelled upon repurchase and the

documents of title of the repurchased H Shares are cancelled and destroyed as soon as reasonably

practicable following settlement of such repurchase.

A special resolution in respect of the proposed amendments to the Articles of Association will

be proposed for approval at the EGM and the Class Meetings. After the approval as special resolution

in the EGM and the Class Meetings, and the approval or filing and registration (if any) with the

relevant government authorities, the amended Articles of Association will be effective upon the

listing and trading of A Shares. If the Company does not proceed with the A Share Offering, the

proposed amendments to Articles of Association will not come into effect and the existing Articles of

Association will continue to be in full force.

Details of the proposed amendments to the Articles of Association are set out in Appendix 1 to

this circular.

2.3 feasibility on investing in the Project with proceeds from Initial Public Offering of A
Shares

The Company intends to invest RMB360 million into SOPC Chips R&D and Industrialisation

Project, of which RMB300 million will come from the proceeds from the initial public offering of A

Shares, and the remaining funds of RMB60 million will be settled by the Company itself, mainly by

the Company’s retained earnings or funds raised by other ways.
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Based on the plan of A Share Offering and the Company’s actual circumstances, the Company

has confirmed the feasibility of use of proceeds from the Initial Public Offering of A Shares.

Details of the feasibility analysis are set out in Appendix 10 to this circular.

2.4 the plan for distribution of profits accumulated before the Initial Public Offering and
listing of A Shares

Based on the plan of A Share Offering and the Company’s actual circumstances, the profits

accumulated before the Initial Public Offering of A Shares will be shared by the existing and the new

Shareholders after completion of A Share Offering in proportion to their respective shareholdings.

2.5 the future dividend plan for the three years after the Initial Public Offering and listing of
A Shares

In order to improve and regulate the dividend mechanism, the Company has set up a scientific,

continuous and stable dividend policy with a view to provide Shareholders with a reasonable return,

and to enhance the transparency and manipulation of the dividend policy. The Company has

formulated a future dividend plan for the three years after the Initial Public Offering and listing of A

Shares in accordance with the spirit of the Notice on Further Implementing Matters Relevant to the
Cash Dividend Distribution by Listed Companies and the Guideline No. 3 on Supervision and

Administration of Listed Companies – Cash Dividends of Listed Companies issued by CSRC and the

requirements of the Articles of Association.

Details of the plan are set out in Appendix 11 to this circular.

2.6 price stabilisation plan for the A Shares within three years after the Initial Public
Offering and listing of A Shares

In order to implement the plan for A Share Offering, based on the requirements of the relevant

PRC laws, regulations and rules, the Company has formulated a price stabilisation plan for the A

Shares within three years after the Initial Public Offering and listing of A Shares.

Details of the plan are set out in Appendix 12 to this circular.

2.7 undertakings and related restrictive measures in connection with the Initial Public
Offering and listing of A Shares

In accordance with the relevant laws and regulations of the PRC, the Company proposes to

make certain undertakings in relation to the trueness, correctness and completeness of the prospectus,

and formulate certain restrictive measures in the event that the Company is unable to fulfil such

undertakings.

Details of the undertakings and measures are set out in Appendix 13 and Appendix 14 to this

circular.
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2.8 explanation on dilution of immediate returns and related remedial measures as a result of
the Initial Public Offering and listing of A Shares

In order to lessen the impacts of the proposed A Share Offering on dilution of immediate

return, the Company has explained the impacts of the proposed A Share Offering on dilution of

immediate return and has formulated certain remedial measures on recovery of return to protect the

interest of investors.

Details of the explanation and related remedial measures are set out in Appendix 15 to this

circular.

2.9 the authorisations granted to the Board to handle all matters relating to the Initial Public
Offering and listing of A Shares

In order to ensure an efficiently completion of the A Share Offering, authorisations will be

sought at the EGM and the Class Meetings for the Board to deal with matters related to the A Share

Offering under the approved framework and policies, including but not limited to:

(a) to handle all the application materials in respect of A Share Offering for filing to the

CSRC and the Shanghai Stock Exchange; to sign any documents that are required to be
signed by the Company during the process of A Share Offering;

(b) to answer feedback relating to the A Share Offering raised by the relevant government

departments, regulatory authorities, CSRC and the Shanghai Stock Exchange;

(c) based on the plan for A Share Offering approved at the EGM and the Class Meetings

and pursuant to the requirements of the relevant regulatory authorities and prevailing

market situation, and taking full responsibility for the implementation of the plan,

including but not limited to determining the number of shares to be issued, target

subscribers, pricing methodology, issue price, method of issuance, over subscription

placement ratio, issuance date, place of listing and other matters related to the A Share

Offering;

(d) making corresponding adjustments (if necessary) on the plan of A Share Offering

approved at the EGM and the Class Meetings and pursuant to the requirements of the

relevant regulatory authorities and prevailing market situation;

(e) to finalise the timetable for the A Share Offering in accordance with the approval and
registration of the CSRC;

(f) To deal with matters relating to the implementation of the investment projects for the

use of proceeds, among other things: prior to the net proceeds from the Proposed A

Share Offering having been credited, to fund the investment projects based on their

respective progress through internal source of funding; after the net proceeds from the

Proposed A Share Offering having been credited, to use the net proceeds to implement

the investment projects; in the case if the net proceeds are insufficient to fund the
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investment projects, to fund the investment projects through internal source of funding;

and to execute all material contracts involved when implementing the plan for the use of
proceeds;

(g) to execute all agreements, letters of intent or necessary legal documents relating to the

A Share Offering;

(h) to implement all relevant procedures relating to the A Share Offering;

(i) to add and amend the relevant provisions of the Articles of Association, rules of

procedures of the Board meeting and other corporate governance rules upon completion

of the A Share Offering in accordance with the results of the A Share offering, and to

handle the approval, registration, filing, vetting and consent of the relevant changes;

(j) to handle the application matters relating to the A Share Offering, including but not

limited to, applying for vetting, registration, filing and approval by the relevant

government agencies, regulatory authorities, the Shanghai Stock Exchanges and the

China Securities Depository and Clearing Corporation Limited;

(k) to adjust the plan of the A Share Offering in accordance with the new rules and
requirements if there are changes in policies or regulations in relation to the initial

public offering and listing;

(l) to appoint relevant sponsor and/or underwriter, lawyer and intermediaries for the A

Share Offering;

(m) pursuant to the Listing Rules, to disclose and submit information relating to the A Share

Offering to the Stock Exchange, including but not limited to submission, publications of

announcements and circulars etc.; and

(n) to implement all other matters as necessary, appropriate or suitable relating to the A

Share Offering in accordance with the relevant laws and regulations.

The above authorisations will be valid for 12 months from the date approved by the EGM

and the Class Meetings.

2.10 confirmation on related party transactions for the latest 3 years

In accordance with the requirements for Initial Public Offering and listing of A Shares, the

Company has prepared a report on the related party transactions for the three years ended 31

December 2018, details of which are set out in Appendix 16 to this circular.
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2.11 the appointment of domestic auditor for the purpose of this share issue

To ensure the A Share Offering can be effectively implemented, the Board proposed to appoint

Pan-China Certified Public Accountants LLP to be the Company’s domestic auditor and the assurance

firm relating to the A Share Offering.

2.12 proposals to amend the corporate governance rules

To further optimise the corporate governance structure of the Company for the purpose of the

proposed A Share Offering, the Board proposes to amend certain corporate governance rules,

including:

(a) rules of procedures of the General Meetings (Appendix 2);

(b) rules of procedures of the Board of Directors (Appendix 3);

(c) rules of procedures of the Supervisory Committee (Appendix 4);

(d) proceeds management system (Appendix 5);

(e) rules for management of related party transactions (Appendix 6);

(f) rules for external investment management (Appendix 7);

(g) rules for external guarantee management (Appendix 8); and

(h) working rules of the independent directors (Appendix 9).

2.13 Other information relating to A Share Offering

(a) Reasons for the proposed A Share Offering

The Directors believe that the proposed A Share Offering is beneficial to the Company

to expand capital financing channels, enhance the Company's capital strength and improve the

Company's attractiveness to all market investors, and also help to promote the Company's

market awareness and brand influence so that the Company's comprehensive competitiveness

and the Company's ability of continuous R&D will be strengthened.

The Directors also believe that the Company, as a high-tech enterprise engaged in the

operation of integrated circuits, has strong R&D and innovation capabilities. The choice to be

listed on the Science and Technology Innovation Board are in line with the Company's

business objectives and long-term development strategies, and therefore the public offering of

A Shares and the listing on the Science and Technology Innovation Board is recommended.
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(b) Fund raising activities in the past twelve months

Reference is made to the Company’s announcement of 13 December 2018 that, for the

purposes of motivation of core senior management team, 35,172,000 Domestic Shares of

RMB0.1 each were issued to staff shareholding platforms for a subscription price of RMB5.73

per share. The subscriptions were completed on 20 February 2019 with proceeds of

approximately RMB201,536,000. Except the above announcement, the Company has not

conducted any equity fund raising activity during the past twelve months immediately

preceding the date of this announcement.

As at 28 February 2019, approximately RMB145 million have been utilised in the way

disclosed by the Company in the above-mentioned announcement. Details of the proceeds

utilised are as follows:

Nature
Net

proceeds
Utilised
amount

Unutilised
amount

RMB’000 RMB’000 RMB’000

(note)

Issue of Domestic Shares 200,715 145,287 55,428

Note:

Supplementing the working capital of the Group – payments of:

RMB’000

(i) trade debts and subcontracting charges 112,764

(ii) salaries 5,616

(iii) R&D expense 5,796

(iv) tax 21,111

145,287

It is expected that the unutilised proceeds of approximately RMB55,428,000 will be

fully utilised in the way as disclosed in the Company's announcement of 13 December 2018 in

the first half of 2019.
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(c) Impact of the A Share Offering on the shareholding structure

Assuming that a total of 231,500,000 A Shares are to be issued under the proposed A

Share Offering and there are no other changes to the issued share capital of the Company

before the proposed A Share Offering, the shareholding structure of the Company as at the

date of this announcement and immediately after completion of the Proposed A Share Offering

are set out as below:

As at
the Latest Practicable Date

Immediately after completion of
the Proposed A Share Offering

Number of

Shares %

Number of

Shares %

Non-public shareholders

Domestic Shares

(Notes 1, 2) 410,172,000 59.06 410,172,000 44.29

Public shareholders

New A Shares

to be issued – – 231,500,000 25.00

H Shares 284,330,000 40.94 284,330,000 30.71

Total 694,502,000 100.00 926,002,000 100.00

Notes:

1 After the A Share Offering, the existing domestic shares will be converted into A shares for

listings and dealings on the Science and Technology Innovation Board.

2 The identities of non-public shareholders of Domestic Shares are disclosed as below:
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Name of Shareholder Notes Domestic Shares

Shanghai Fudan Technology Enterprise Holdings

Limited

(i) 109,620,000

Shanghai Fudan High Tech Company (i) 106,730,000

Shanghai Zhengben Corporate Management

Consultant Partnership Enterprise

(i) 52,167,270

Shanghai Zhenghua Corporate Management

Consultant Partnership Enterprise

(i) 47,443,420

Shanghai Guonian Corporate Management

Consultant Partnership Enterprise

29,941,470

Shanghai Shenghao Corporate Management

Consultant Partnership Enterprise

14,741,000

Shanghai Nianjin Corporate Management

Consultant Partnership Enterprise

14,677,840

Shanghai Yuhao Corporate Management

Consultant Partnership Enterprise

9,011,000

Mr. Jiang Guoxing (ii) 7,210,000

Mr. Shi Lei (ii) 7,210,000

Shanghai Xuling Corporate Management

Consultant Partnership Enterprise

6,243,000

Shanghai Haoyue Corporate Management

Consultant Partnership Enterprise

5,177,000

Total 410,172,000

Note:

(i) Substantial shareholder holding interests of 5% or more in the issued share

capital of the Company;

(ii) Director of the Company; and

(iii) Other shareholders have no relationship with the Company.

(d) Public float

As at the Latest Practicable Date, based on the publicly available information and to the

best knowledge, information and belief of the Directors, 40.94% of the total issued Shares are

held by the public. Based on the information available as at the Latest Practicable Date, upon

completion of the Proposed A Share Offering, the total number of Shares to be held by the

public on all regulated markets (namely, the Stock Exchange and the Shanghai Stock

Exchange) will be 55.71% of the total issued Shares, which will be above the minimum public

float requirement of 25% as stipulated under Rule 8.08(1) of the Listing Rules.
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The Company would like to emphasize that (i) the proposed A Share Offering is
only at a preliminary stage and that the definitive timetable for the proposed A Share
Offering has not yet been finalized; and (ii) there is no assurance that the Company will
be able to obtain the relevant approvals, recordings filings, consents and registrations for
the proposed A Share Offering from, among others, the Shareholders in the EGM and
the Class Meetings, and the CSRC or other relevant regulatory authorities. Shareholders
and potential investors should be aware that should be aware that there is no assurance
that the proposed A Share Offering will be completed and listed. Shareholders and
potential investors are therefore advised to exercise caution when dealing in the Shares.

3. PROPOSED ELECTION OF SUPERVISORS AND THEIR REMUNERATION

The term of office for Mr. Xu Zhihan, being a Supervisor of the Company, has expired and Mr. Xu

will be not re-elected as a Supervisory upon such expiry. Mr. Xu has confirmed that he has no disagreement

with the Supervisory Committee and there is no matter in respect of his expiry of term of office that needs

to be brought to the attention of the Shareholders of the Company.

3.1 the proposed election of Mr. Ren Junyan as Supervisor

The Supervisory Committee proposed the appointment of Mr. Ren Junyan as a representative
Supervisor from the date approved by the EGM. The biographic details of Mr. Ren are set out as

follows:

Mr. Ren, aged 59, graduated from Fudan University with a bachelor’s degree majoring in

physics in 1983 and graduated from Fudan University with a master’s degree majoring in electronic

engineering in 1986. Mr. Ren is currently a professor and a Ph.D. supervisor in the School of

Microelectronics of Fudan University. He is also a member of the Institute of Electrical and

Electronics Engineers.

Mr. Ren has confirmed that, save as disclosed above, he (1) did not hold any position of the

Group or any other directorship or supervisor of other listed companies in the last three years; (2) he

does not have any relationship with any other Director, Supervisor, senior management, or substantial

or controlling Shareholder of the Company or its subsidiaries; and (3) as at the Latest Practicable

Date, he did not have any interest in the Shares of the Company within the meaning of Part XV of the

Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong).

Mr. Ren further confirmed that he has no other information that shall be disclosed pursuant to

Rules 13.51(2)(h) to (v) of the Listing Rules or any matters that need to be brought to the attention of
the Shareholders of the Company.

3.2 the proposed election of Mr. Wei Ran as Supervisor

The term of office of Mr. Wei Ran, a representative Supervisor has expired. The Supervisory

Committee proposed to re-appoint Mr. Wei as a representative Supervisor. The biographic details of

Mr. Wei are set out as follows:
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Mr. Wei, aged 63, a Senior Economist with a master’s degree. Mr. Wei previously served as

the general manager of Shanghai Commercial Investment(Group)Co.,Ltd. and the chairman of board
of the Shanghai Commercial Industrial Investment Holding Co.,Ltd. Mr. Wei has extensive

experience in re-organisation and principal investment.

3.3 the Supervisors’ remuneration

Upon their election becoming effective, Mr. Ren Junyan and Mr. Wei Ran will enter into

service agreements with the Company for a terms of 3 years respectively and each of them will

receive an annual Supervisor’s fee of RMB30,000, which is determined by the Board with reference

to their respective duties and responsibilities with the Company and the market rate for the same

position.

4. NOTICES, REPLY SLIPS AND PROXY FORMS FOR THE EGM AND THE CLASS
MEETINGS

Notices convening the EGM and the Class Meetings are set out on pages EGM1-1 to EGM3-3 of this

circular. Resolutions for the approval of, among other things, A Share Offering, proposed amendments to

Articles of Association and authorisations granted to the Board to handle all matters relating to the initial

public offering and listing of A Shares will be proposed at the EGM and the Class Meetings.

Forms of proxy for use at the EGM and the Class Meetings are enclosed with this circular and such

forms of proxy are also published on the websites of the Stock Exchange (www.hkexnews.hk) and the

Company (www.fmsh.com). Whether or not you intend to attend the EGM and/or the Class Meetings, you

are requested to complete and return (i) the enclosed reply slips in accordance with the instructions printed

thereon not later than 13 May 2019; and (ii) the enclosed forms of proxy in accordance with the instructions

printed thereon not less than 24 hours before the time fixed for holding the EGM and the Class Meetings.

Completion and return of the forms of proxy will not preclude you from attending the EGM and/or the Class

Meetings and voting in person if you so wish.

An announcement will be made by the Company following conclusion of the EGM and the Class

Meetings to inform the Shareholders of the results of such meetings.

5. VOTING BY POLL AT THE EGM AND THE CLASS MEETINGS

Pursuant to Rule 13.39(4) of the Listing Rules, all resolutions set out in the notices of EGM and the

Class Meeting will be voted by poll.

No shareholder is required to abstain from voting for the resolutions proposed at the EGM and the

Class Meetings.

6. CLOSURE OF REGISTER OF MEMBERS

For the purpose of the EGM and the Class Meetings, the register of members of the Company will be

closed from 4 May 2019 to 3 June 2019 (both days inclusive), during which period no transfer of Shares

will be effected. Persons who hold Shares and whose names appear on the Register of Members of the
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Company as at 4 May 2019 shall be entitled to attend the EGM and the Class Meetings. In order to be

qualified to attend and vote at the EGM and/or the Class Meetings, all transfers documents accompanied by
the relevant Share certificates must be lodged with the Company’s principal place of business in the PRC at

Building 4, Lane 127, Guotai Road, Shanghai, the PRC (for holders of Domestic Shares) or the Company’s

H Shares registrar in Hong Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road

East, Hong Kong (for holders of H Shares) no later than 4:30 p.m. on 3 May 2019.

7. RECOMMENDATION

The Directors consider that the proposed A Share Offering, proposed amendments to Articles of

Association, proposed election of Supervisors and the relevant authorisations granted to the Board are in the

best interests of the Company and its Shareholders and, accordingly, recommend that all Shareholders to

vote in favour of the above proposed resolutions in the EGM and the Class Meetings.

8. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility, includes

particulars given in compliance with the Listing Rules for the purpose of giving information with regard to

the Company. The Directors, having made all reasonable inquiries, confirm that to the best of their

knowledge and belief the information contained in this circular is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would make

any statement herein or this circular misleading.

9. MISCELLANEOUS

In case of discrepancy between the Chinese and English versions, the Chinese version shall prevail.

By order of the Board

Shanghai Fudan Microelectronics Group Company Limited*
Jiang Guoxing
Chairman

Shanghai, the PRC, 18 April 2019
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This Appendix 1 sets out the existing Articles of Association and the proposed amendments thereto

for the purpose of information. The terms used herein shall have the same meanings as defined in the
Articles of Association.

The English version of this appendix is a translation of its Chinese version. In case of any

discrepancy, the Chinese version shall prevail.

Before Amendments After Amendments

Article 1

This Company is a joint stock limited company

established in accordance with the Company

Law (“Company Law”) of the People’s
Republic of China (the “PRC”), Companies

Limited by Shares Issuing Shares and Seeking

a Listing outside the PRC Special Provisions of

the State Council (“Special Provisions”) and

other relevant State laws and administrative

regulations.

Following approval by the Government of
Shanghai City with Approval of Hufutigaizi

[1998] 050, the Company was established on 4

June 1998 by means of promotership, was

registered with the Shanghai Administration for

Industry and Commerce on 10 July 1998, and

obtained a company’s business license. The

number of the Company’s business license is

310000400198084.

The promoters of the Company are: Shanghai

Fudan High Tech Company, Shanghai

Commerce and Investment Co., Shanghai

Pacific Commercial Trust Company, Ningbo

Lirong Co., Ltd., Shanghai Gaozhan Business

Consultancy Company Limited, the Staff

Shareholding Association of the Company,

Mr. Jiang Guoxing and Mr. Shi Lei.

Article 1

This Company is a joint stock limited company

established in accordance with the Company

Law (“Company Law”) of the People’s
Republic of China (the “PRC”), Companies

Limited by Shares Issuing Shares and Seeking a

Listing outside the PRC Special Provisions of

the State Council (“Special Provisions”) and

other relevant laws and administrative

regulations.

Following approval by the Government of
Shanghai City with Approval of Hufutigaizi

[1998] 050, the Company was established on 4

June 1998 by means of promotership, was

registered with the Shanghai Administration for

Industry and Commerce on 10 July 1998, and

obtained a company’s business license. The

number of the Company’s business license is

310000400198084.

The promoters of the Company are: Shanghai

Fudan High Tech Company, Shanghai

Commerce and Investment Co., Shanghai

Pacific Commercial Trust Company, Ningbo

Lirong Co., Ltd., Shanghai Gaozhan Business

Consultancy Company Limited, the Staff

Shareholding Association of the Company,

Mr. Jiang Guoxing and Mr. Shi Lei.
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Before Amendments After Amendments

The Articles of Association of Shanghai Fudan

Microelectronics Group Co. Ltd. (“the Articles

of Association” or the “the Articles of

Association of the Company”) is formulated

in accordance with laws and regulations such as

Company Law, Special Provisions, the

Securities Law of the People’s Republic of

China (“Securities Law”), the Mandatory

Provisions for Articles of Association of

Companies to be Listed Overseas (“Mandatory
Provisions”), the Rules Governing the Listing

of Securities on The Stock Exchange of Hong

Kong Limited (“Hong Kong Listing Rules”),

the relevant listing rules of Shanghai Stock

Exchange (“Domestic Listing Rules”, together

with Hong Kong Listing Rules known as “the

listing rules of the place where the Company’s

shares are listed”), rules of the relevant

securities regulatory authority, binding

documents of the stock exchange and other

related laws and regulations, with an aim to

safeguard the legitimate rights and interests of

the Company and shareholders and creditors,

and to regulate the organization and behavior of

the Company.

Article 3

The Company’s address: 220 Handan Road,

Shanghai City, the PRC

Postal code: 200433

Telephone number: 53085050

Facsimile number: 53086456

Article 3

The Company’s registered address: 220 Handan

Road, Shanghai City, the PRC

Postal code: 200433

Telephone number: 65655050

Facsimile number: 65659115
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Before Amendments After Amendments

Article 5

The Company is a joint stock limited company

which has perpetual existence.

Article 5

The Company is a joint stock limited company

which has perpetual existence.

The Company is an independent corporate legal

person governed and protected by the relevant

PRC laws and binding documents, which has
independent property of a legal person and

enjoys the property rights of a legal person.

The assets of the Company are divided into

equal shares. The shareholders of the Company

shall bear liability for the Company to the

extent of the shares they hold, and the

Company shall bear liability for the debts of
the Company with its entire assets.

Article 6

The Articles of Association of the Company

shall become effective on the date of

establishment of the Company.

The Articles of Association of the Company

shall be legally binding document that regulates

the organization and acts of the Company as

well as the rights and obligations between the

Company and the shareholders and among

shareholders from the date on which they

become effective.

Article 6

After adoption by special resolution on the

general meeting of the Company, the Articles

of Association shall take effect on the date on

which the onshore-listed domestic shares issued

by the Company are listed, and shall replace the

articles of association formerly registered by

the Company with the competent industrial and

commercial administration authority.

From the date on which the Articles of

Association came into effect, the Articles of

Association constitutes a legally binding public

document regulating the organization and

behaviour of the Company, as well as the

rights and obligations shared between the

Company and its shareholders and among the

shareholders.
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Before Amendments After Amendments

Article 7

The Articles of Association of the Company

shall be binding upon the Company and its

shareholders, directors, supervisors, manager

and other senior management staff. All the

above persons may make

Article 7

The Articles of Association of the Company

shall be binding upon the Company and its

shareholders, directors, supervisors and other

senior management staff. All the above persons

may make

Each of the shareholders may sue the Company

in accordance with the Articles of Association.

The Company may sue its shareholders,

directors, supervisors and senior executive in

accordance with the Articles of Association.

Each of the shareholders may sue other

shareholders in accordance with the Articles

of Association. Each of the shareholders may

sue the directors, supervisors and senior

executives in accordance with the Articles of

Association.

“Sue” as stipulated hereinabove includes

commencement of litigation at a competent or

referring a matter for arbitration at an

arbitration institution.

Article 8

The Company may invest in other enterprises.

The Company’s liabilities to an invested

company shall be limited to the amount of its

capital contribution to the invested company.

Article 8

The Company may invest in other limited

liability companies or joint stock limited

companies and shall be held responsible for

the invested companies within the limitation of

the amount of the Company’s capital

contribution. Unless otherwise specified by

laws, the Company shall not be the capital
contributor bearing joint liability associated

with the debts of the invested enterprises.
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Before Amendments After Amendments

Article 10

The business scope of the Company is

technological development, technology

consulting, technical services and technology

transfer in the fields of electronics products and

information technology; production of

microelectronics products, selling self-

developed products and offering relevant

services; investing and conducting projects on

the National New Hi-tech Industry List

(Specific projects need other approvals). (The

operations of businesses requiring approvals in

accordance with the laws may only commence

after such approvals have been granted by

relevant authorities)

Article 10

The business scope of the Company shall be as

approved by the company examination and

approval authori ty and industrial and

commercial administration authority which

has/have jurisdiction over the Company.

The business scope of the Company is

technological development, technology

consulting, technical services and technology

transfer in the fields of electronics products and

information technology; production of

microelectronics products, selling self-

developed products and offering relevant

services; investing and conducting projects on

the National New Hi-tech Industry List

(Specific projects need other approvals). (The

operations of businesses requiring approvals in

accordance with the laws may only commence

after such approvals have been granted by

relevant authorities)

The Company may, with reference to changes

in local and overseas market, its own business

development and ability, adjust their scope of

business and arrange for registration of the

relevant change in accordance with the law.

Article 12

All the shares issued by the Company shall

have a par value which shall be Renminbi 0.1

for each share.

Article 12

The stock of the Company shall take the form

of shares. All shares issued by the Company

shall have par values, with each share having a
par value of RMB1.

RMB referred to in the preceding paragraph

refers to the statutory currency of the PRC.
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Before Amendments After Amendments

Article 13

The Company may issue shares to investors

inside the PRC and to investors outside the

PRC following approval by the State Council

authorities in charge of securities.

For the purposes of the preceding paragraph,
the term “investors outside the PRC” shall refer

to investors from foreign countries or from

Hong Kong, Macao or Taiwan that subscribe

for shares issued by the Company and the term

“investors inside the PRC” shall refer to

investors inside the PRC, excluding the

above-mentioned regions, that subscribe for

shares issued by the Company.

Article 13

The Company shall issue shares in a fair and

just manner, and each share of the same

category shall have the same right.

All shares of the same category issued at the

same time shall be issued under the same
conditions and at the same price; any entity or

individual shall pay the same price for each

share.

The Company may offer its shares to both

domestic and foreign investors with the

approval of the relevant securities regulatory

authority under the State Council.

Foreign investors referred to in the preceding

paragraph shall mean those investors in foreign

countries, Hong Kong, Macau or Taiwan who

subscribe for shares of the Company. Domestic

investors shall mean those investors in the

PRC, excluding the aforementioned regions,

who subscribe for shares of the Company.
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Before Amendments After Amendments

Article 14

Shares issued by the Company to investors

inside the PRC and to be subscribed for in

Renminbi shall be referred to as “Domestic-

Invested Shares”. Shares issued by the

Company to investors outside the PRC and to

be subscribed in a foreign currency shall be

referred to as “Foreign-Invested Shares”.

Foreign Invested Shares listed outside the

PRC shall be referred to as “Overseas-Listed

Foreign-Invested Shares”.

Article 14

Shares that the Company issues to domestic

investors for subscription in RMB shall be

known as domestic shares. Shares that the

Company issues to foreign investors for

subscription in foreign currencies shall be

known as foreign shares. Foreign shares listed

overseas shall be called overseas listed foreign

shares. Shares listed and traded on the domestic

stock exchanges shall be known as onshore-

listed domestic shares. Overseas listed foreign

shares of the Company which are listed in

Hong Kong shall be called H Shares. H Shares

are listed the Stock Exchange of Hong Kong

Limited (“the Hong Kong Stock Exchange”)

after approval with par value in Renminbi and

are subscribed and traded in Hong Kong
dollars.

Foreign currency referred to in the preceding

paragraph refers to the statutory currency, other

than RMB, of another country or region, which

is recognized by the foreign exchange authority

of the state and can be used to pay the

Company for the shares.

Both holders of domestic shares and holders of

foreign shares are ordinary shareholders and

shall have the same rights and obligations.
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Before Amendments After Amendments

Article 15

At the effective date of this version of the

Articles of Association, the Company, upon

approval by the authorities that are authorized

by the State Council to examine and approve

companies, has issued 694,502,000 ordinary

shares and each share has a par value of

Renminbi 0.1.

Article 15

Before the initial public offering of onshore-

listed domestic shares of the Company, the

Company, upon approval by the authorities that

are authorized by the State Council to examine

and approve companies, has issued 694,502,000

ordinary shares and each share has a par value

of Renminbi 0.1.

Article 16

At the effective date of the adoption of this

Articles of Association, the Company has

issued 694,502,000 ordinary shares and total

share capital is Renminbi 69,450,200, and the

share capital structure is as follows:

Shanghai Fudan Technology Enterprise

Holdings Limited holds 109,620,000 shares,

representing 15.78% of the issued share capital

of the Company;

Shanghai Fudan High Tech Company holds

106,730,000 shares, representing 15.37% of the

issued share capital of the Company;

Shanghai Zhenghua Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 47,443,420 shares

representing 6.83% of the issued share capital
of the Company;

Shanghai Guonian Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 29,941,470 shares

representing 4.31% of the issued share capital

of the Company;

Shanghai Zhengben Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 52,167,270 shares

representing 7.51% of the issued share capital

of the Company;

Article 16

Before the initial public offering of onshore-

listed domestic shares of the Company, the

Company has issued 694,502,000 ordinary

shares and total share capital is Renminbi

69,450,200, and the share capital structure is

as follows:

Shanghai Fudan Fukong Technology Enterprise

Holdings Limited holds 109,620,000 shares,

representing 15.78% of the issued share capital

of the Company;

Shanghai Fudan High Tech Company holds

106,730,000 shares, representing 15.37% of the

issued share capital of the Company;

Shanghai Zhenghua Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 47 ,443,420 shares
representing 6.83% of the issued share capital

of the Company;

Shanghai Guonian Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 29 ,941,470 shares

representing 4.31% of the issued share capital

of the Company;

Shanghai Zhengben Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 52 ,167,270 shares

representing 7.51% of the issued share capital

of the Company;
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Before Amendments After Amendments

Shanghai Nianjin Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 14,677,840 shares

representing 2.11% of the issued share capital

of the Company;

Shanghai Shenghao Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 14,741,000 shares

representing 2.12% of the issued share capital

of the Company;

Shanghai Xuling Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 6 ,243 ,000 sha r e s

representing 0.90% of the issued share capital

of the Company;

Shanghai Haoyue Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 5 ,177 ,000 sha r e s

representing 0.75% of the issued share capital

of the Company;

Shanghai Yuhao Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 9 ,011 ,000 sha r e s

representing 1.30% of the issued share capital

of the Company;

Mr. Jiang Guoxing holds 7,210,000 shares,

representing 1.04% of the issued share capital

of the Company;

Mr. Shi Lei holds 7,210,000 shares,

representing 1.04% of the issued share capital

of the Company;

and holders of Overseas-Listed Foreign-

Invested Shares hold 284,330,000 shares,

representing 40.94% of the issued share

capital of the Company.

Shanghai Nianjin Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 14 ,677,840 shares

representing 2.11% of the issued share capital

of the Company;

Shanghai Shenghao Corporate Management

Consultant Partnership Enterprise (limited

par tnersh ip) holds 14 ,741,000 shares

representing 2.12% of the issued share capital

of the Company;

Shanghai Xuling Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 6 ,243 ,000 sha r e s

representing 0.90% of the issued share capital

of the Company;

Shanghai Haoyue Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 5 ,177 ,000 sha r e s

representing 0.75% of the issued share capital

of the Company;

Shanghai Yuhao Corporate Management

Consultant Partnership Enterprise (limited

pa r t ne r sh ip ) ho ld s 9 ,011 ,000 sha r e s

representing 1.30% of the issued share capital

of the Company;

Mr. Jiang Guoxing holds 7,210,000 shares,

representing 1.04% of the issued share capital

of the Company;

Mr. Shi Lei holds 7,210,000 shares ,

representing 1.04% of the issued share capital

of the Company;

and holders of Overseas-Listed Foreign-

Invested Shares hold 284,330,000 shares,

representing 40.94% of the issued share

capital of the Company.
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Article 17

After the plan for issuing Overseas-Listed

Foreign-Invested Shares and Domestic-

Invested Shares has been approved by the

China Securities Regulatory Commission, the

board of directors of the Company may arrange

for implementation of such plan by means of

separate issues.

The Company’s plan for separate issues of

Overseas-Listed Foreign-Invested Shares and

Domestic-Invested Shares in accordance with

the preceding paragraph may be implemented

separately within 15 months of being approved

by the Ch ina Secu r i t i e s Regu la to ry

Commission.

Article 17

After the plan for issuing Overseas-Listed

Foreign-Invested Shares and Domestic-

Invested Shares has been approved by the

China State Council authorities in charge of

securities, the board of directors of the

Company may arrange for implementation of

such plan by means of separate issues.

The Company’s plan for separate issues of

Overseas-Listed Foreign-Invested Shares and

Domestic-Invested Shares in accordance with

the preceding paragraph may be implemented

separately within 15 months of being approved

by the China State Council authorities in charge

of securities.

Article 18

Where the Company issues Overseas-Listed

Foreign-Invested Shares and Domestic-

Invested Shares separately and within the total

number of shares specified in the issue plan,

every such issue shall be fully subscribed for in

one time. Where special circumstances make it
impossible for every such issue to be fully

subscribed for at one time, the shares may be

issued in several stages, subject to the approval

o f t he Ch ina Secu r i t i e s Regu l a t o ry

Commission.

Article 18

Where the Company issues Overseas-Listed

Foreign-Invested Shares and Domestic-

Invested Shares separately and within the total

number of shares specified in the issue plan,

every such issue must be fully subscribed for in

one time. Where special circumstances make it
impossible for every such issue to be fully

subscribed for at one time, the shares may be

issued in several stages, subject to the approval

o f t h e Ch ina Secu r i t i e s Regu l a t o ry

Commission.

Article 19

At the effective date of this version of the

Articles of Association, the registered capital of

the Company is Renminbi 69,450,200. The

registered capital has been registered with the

relating Administration for Industry and

Commerce, and put on records by the China

Securities Regulatory Commission.

Article 19

Before the initial public offering of onshore-

listed domestic shares of the Company, the

registered capital of the Company is Renminbi

69,450,200. The registered capital has been

registered with the relating Administration for

Industry and Commerce, and put on records by

the China Securities Regulatory Commission.
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Article 20

The Company may approve capital increase

depending on the demands of operation and

business development in accordance with the

relevant provisions of the Articles of

Association of the Company.

The Company may increase its capital by

means of the following ways:

(1) issuing new shares to non-specific

investors;

(2) p lac ing new shares to exis t ing

shareholders;

(3) al lot ing new shares to exis t ing

shareholders; and

(4) any other methods permitted by laws and

administrative regulations.

To be deleted

Article 21

Except otherwise provided for by laws and

administrative regulations, shares in the

Company shall be freely transferable and shall

not be subject to any lien.

Article 20

Unless otherwise specified in the laws,

administrative regulations and the listing rules

of the place where the shares of the Company

are listed, all fully-paid shares of the Company

can be transferred without any limitation and

are not subject to any lien. Transfer of the

Company’s shares shall be registered with the

share registrar(s) designated by the Company.
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Article 21

The Company may increase capital based on

the needs of operation and development and in

accordance with the laws, administrative

regulations, departmental rules, listing rules

issued by the place where the shares of the

Company are listed and the Articles of

Association.

The Company may increase its capital by:

(1) issuance of new shares to non-designated

investors;

(2) issuance of new shares to designated

investors;

(3) offer of new shares to existing

shareholders;

(4) conversion of common reserve funds
into share capital;

(5) Other means stipulated by laws and

administrative regulations and approved

by the securities authority under the

State Council.

Issuance of new shares by the Company shall

be subject to approval as specified in the

Articles of Association and follow the

procedure specified in the relevant laws and

administrative regulations of the state and the

place of listing for the shares of the Company.

Article 22

The Company may reduce its registered capital

in accordance with the provisions of its Articles

of Association.

Article 22

The Company may decrease its registered

capital in accordance with the Articles of

Association. The Company shall decrease its

registered capital pursuant to the Company

Law, other relevant regulations and the
Articles of Association.
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Article 24

The Company may, under the following

circumstances, repurchase its own shares in

accordance with the procedures set out in its

Articles of Association, and with the approval

of the relevant governing State authorities:

(1) cancellation of shares in order to reduce

its capital;

(2) merger with another company that holds

shares in the Company; or

(3) award the employees of this company

with shares; or

(4) requisition by any shareholder to

purchase his shares because this

shareholder raises objections to the

company’s resolution on merger or

split-up made at a session of the

meeting of shareholders

(5) any other circumstances where laws or

administrative regulations so permit.

Article 24

The Company may, under the following

circumstances, repurchase its own shares in

accordance with the procedures set out in its

Articles of Association, with the approval of

the relevant governing State authorities, and in

accordance with the “Hong Kong Code on

Share Buy-backs”:

(1) cancellation of shares in order to reduce

its capital;

(2) merger with another company that holds

shares in the Company; or

(3) award the employees of this company

with shares; or

(4) requisition by any shareholder to

purchase his shares because this

shareholder raises objections to the

company’s resolution on merger or

split-up made at a session of the

meeting of shareholders

(5) When using the shares to satisfy the

conversion of those corporate bonds

convertible into shares issued by the

Company;

(6) When safeguarding corporate value and

shareholders’ equity as the Company

deems necessary; or

(7) any other circumstances where laws or

administrative regulations so permit.
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Article 25

After the Company is approved by relevant

governing State authorities to repurchase its

own shares, it may proceed in any of the

following manners:

(1) making of a repurchase offer in the same
proportion to all shareholders;

(2) repurchase through open transactions on

a securities exchange; or

(3) repurchase by an agreement outside a

securities exchange.

Article 25

After the Company is approved by relevant

governing State authorities to repurchase its

own shares, it may proceed in any of the

following manners:

(1) making of a repurchase offer in the same
proportion to all shareholders;

(2) repurchase through open transactions on

a securities exchange;

(3) repurchase by an agreement outside a

securities exchange; or

(4) any other methods as permitted by the

law and regulations.

When the Company buys back its shares, it

shall perform the obligation of information

disclosure in accordance with the requirements

of Securities Law and all related listing rules,

laws and regulations of the Shanghai Stock

Exchange. Buyback of the Company’s shares

under the circumstances as provided in (3), (5)

and (6) of Article 24 of the Articles of
Association shall be conducted through open

centralized trading.

Article 27

After the Company has repurchased its own

shares according to law, it shall cancel the

portion of shares concerned within the period

prescribed by laws and administrative

regulations and shall apply to the original

company registry for registration of the

change in registered capital.

The amount of the Company’s registered

capital shall be reduced by the total par value

of the shares cancelled.

Article 27

After the Company has repurchased its own

shares according to law, it shall cancel or

transfer the portion of shares concerned within

t he pe r i od p r e s c r i b ed by l aws and

administrative regulations and shall, in the

case of cancellation, apply to the original

company registry for registration of the

change in registered capital.

The amount of the Company’s registered

capital shall be reduced by the total par value

of the shares cancelled.
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Article 28

When the Company is listed in Hong Kong, the

following particulars should be included in the

Articles of Association of the Company:

Unless the Company is in the course of

liquidation, it must comply with the following
provisions in the repurchase of its own shares:

(1) where the Company repurchases its own
shares at their par value, the amount
thereof shall be deducted from the book
balance of distributable profit and/or
from the proceeds of a fresh share
issue made to repurchase the old shares:

(2) where the Company repurchases its own
shares at a price higher than their par
value, the portion corresponding to their
par value shall be deducted from the
book balance of distributable profit and/
or form the proceeds of a fresh share
issue made to repurchase the old shares;
and the portion in excess of the par
value shall be handled according to the
following methods:

(i) where the shares repurchased
were issued at their par value,
the amount shall be deducted
from the book balance of
distributable profit;

(ii) where the shares repurchased
were issued at a price higher
than their par value, the amount
shall be deducted from the book
balance of distributable profit
and/or the proceeds of a fresh
share issue made to repurchase
the old shares; however, the
amount deducted from the
proceeds of the fresh share issue
may not exceed the total premium
obtained at the time of issuance
of the old shares nor may it
exceed the amount in the
Company’s premium account or
capital common reserve account
(including the premiums from the
fresh share issue) at the time of
repurchase;

Article 28

Unless the Company is in the course of

liquidation, it must comply with the following

provisions in the repurchase of its own shares:

(1) where the Company repurchases its own
shares at their par value, the amount
thereof shall be deducted from the book
balance of distributable profit and/or
from the proceeds of a fresh share
issue made to repurchase the old shares:

(2) where the Company repurchases its own
shares at a price higher than their par
value, the portion corresponding to their
par value shall be deducted from the
book balance of distributable profit and/
or form the proceeds of a fresh share
issue made to repurchase the old shares;
and the portion in excess of the par value
shall be handled according to the
following methods:

(i) where the shares repurchased
were issued at their par value,
the amount shall be deducted
from the book balance of
distributable profit;

(ii) where the shares repurchased
were issued at a price higher
than their par value, the amount
shall be deducted from the book
balance of distributable profit and/
or the proceeds of a fresh share
issue made to repurchase the old
shares; however, the amount
deducted from the proceeds of
the fresh share issue may not
exceed the to t a l p remium
obtained at the time of issuance
of the old shares nor may it
exceed the amount in the
Company’s premium account (or
capital common reserve account)
(including the premiums from the
fresh share issue) at the time of
repurchase;
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(3) the sums paid by the Company for the
purposes set forth below shall be paid
out of the Company’s distributable
profits:

(i) acquisit ion of the right to
repurchase its own shares;

(ii) modification of any contract for
repurchase of its own shares;

(iii) release from any of its obligations
under any repurchase contract.

(4) After the par value of the annulled
shares has been deducted from the
registered capital the Company in
accordance with relevant regulations,
that portion of the amount deducted
from the distributable profit and used
to repurchase its own shares at the par
value of the repurchased shares shall be
included in the Company’s premium
account or capital common reserve
account.

(3) the sums paid by the Company for the

purposes set forth below shall be paid

out of the Company’s distributable

profits:

(i) acquisit ion of the right to

repurchase its own shares;

(ii) modification of any contract for

repurchase of its own shares;

(iii) release from any of its obligations

under any repurchase contract.

(4) After the par value of the annulled

shares has been deducted from the

registered capital the Company in

accordance with relevant regulations,

that portion of the amount deducted

from the distributable profit and used

to repurchase its own shares at the par

value of the repurchased shares shall be

included in the Company’s premium

account or capital common reserve
account.
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Article 30

For the purposes of this chapter, the term

“financial assistance” shall include (but not be

limited to) the financial assistance in the forms

set out below:

(1) gift;

(2) guarantee (including the undertaking of

liability or provision of property by the

guarantor in other to secure the

performance of the obligation by the

obligor), indemnity 9not including,

however, indemnity arising from the

Company’s own fault) and release or
waiver of rights;

(3) provision of a loan or conclusion of a

contract under which the obligations of

the Company are to be fulfilled prior to

the obligations of the other party to the

contract, or a change in the party to such

loan or contract as well as the
assignment of rights under such loan or

contract; and

(4) financial assistance in any other form

when the Company is insolvent or has

no net assets or when such assistance

would lead to a major reduction in the

Company’s net assets.

For the purposes of this Part, the term

“undertake obligations” shall include the

undertaking of an obligation by the obligor by

concluding a contract or making an

arrangement (whether or not such contract or

arrangement is enforceable and whether or not

such obligation is undertaken by the obligor

individually or jointly with any other person) or
by changing its financial position in any other

was.

Article 30

For the purposes of this chapter, the term

“financial assistance” shall include (but not be

limited to) the financial assistance in the forms

set out below:

(1) gift;

(2) guarantee (including the undertaking of

liability or provision of property by the

guarantor in other to secure the

performance of the obligation by the

obligor), indemnity not including,

however, indemnity arising from the

Company’s own fault) and release or
waiver of rights;

(3) provision of a loan or conclusion of a

contract under which the obligations of

the Company are to be fulfilled prior to

the obligations of the other party to the

contract, or a change in the party to such

loan or contract as well as the
assignment of rights under such loan or

contract; and

(4) financial assistance in any other form

when the Company is insolvent or has

no net assets or when such assistance

would lead to a major reduction in the

Company’s net assets.

For the purposes of this Part, the term

“undertake obligations” shall include the

undertaking of an obligation by the obligor by

concluding a contrac t or making an

arrangement (whether or not such contract or

arrangement is enforceable and whether or not

such obligation is undertaken by the obligor

individually or jointly with any other person) or
by changing its financial position in any other

was.
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Article 31

The acts listed below shall not be regarded as

acts prohibited under Article 29 of this Part:

(1) where the Company provides the

relevant financial assistance truthfully

for the benefit of the Company and the
main purpose of the financial assistance

is not to purchase shares in the

Company, or the financial assistance is

an incidental part of an overall plan of

the Company;

(2) lawful distribution of the Company’s

property in the form of dividends;

(3) distribution of dividends in the form of

shares;

(4) reduction of registered capital, repurchase

of i ts own shares, shareholding

structuring, etc. in accordance with the

Articles of Association of the Company;

(5) provision of a loan by the Company

within its scope of business and in the

ordinary course of its business (provided

that the same does not lead to a

reduction in the net assets of the

Company or that if the same constitutes

a reduction, the financial assistance was

paid out of the Company’s distributable

profits); and

(6) the provision of money by the Company

for an employee shareholding scheme

(provided that the same does not lead to

a reduction in the net assets of the

Company or that if the same constitutes

a reduction, the financial assistance was

paid out of the Company’s distributable

profits).

Article 31

The acts listed below shall not be regarded as

acts prohibited under Article 29 of this Part:

(1) where the Company provides the

relevant financial assistance truthfully

for the benefit of the Company and the
main purpose of the financial assistance

is not to purchase shares in the

Company, or the financial assistance is

an incidental part of an overall plan of

the Company;

(2) lawful distribution of the Company’s

property in the form of dividends;

(3) distribution of dividends in the form of

shares;

(4) reduction of registered capital, repurchase

of i ts own shares, shareholding

structuring, etc. in accordance with the

Articles of Association of the Company;

(5) provision of a loan by the Company

within its scope of business and in the

ordinary course of its business (provided

that the same does not lead to a

reduction in the net assets of the

Company or that if the same constitutes

a reduction, the financial assistance was

paid out of the Company’s distributable

profits); and

(6) the provision of money by the Company

for an employee shareholding scheme

(provided that the same does not lead to

a reduction in the net assets of the

Company or that if the same constitutes

a reduction, the financial assistance was

paid out of the Company’s distributable

profits).
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Article 32

The Company’s share certificates shall be in

registered form.

In addition to the particulars provided for in the

Company Law, the share certificates of the

Company shall clearly state such other
particulars as required to be specified by the

securities exchange(s) on which the Company’s

shares are listed.

Article 32

The Company’s share certificates shall be in

registered form.

In addition to the particulars provided for in the

Company Law, the share certificates of the

Company shall clearly state such other
particulars as required to be specified by the

securities exchange(s) on which the Company’s

shares are listed.

During the period when H shares are listed on

the Hong Kong Stock Exchange, the Company

shall ensure all listing documents and

ownership certificates of all its shares listed
on the Hong Kong Stock Exchange (including

H shares) shall include the following

statements, and shall instruct and promote its

share registrar to reject any subscription,

purchase or transfer of the shares registered in

the name of any individual holder, unless and

until the said individual holder has submitted to

the said share registrar the signed form relating

to the said shares, which form shall include the

following statements:

(1) The share buyer agrees with the

Company and each of its shareholders,

and the Company agrees with each

shareholder to observe and comply with

the Company Law, Special Provisions,

other relevant laws, administrative

regula t ions and the Art ic les of

Association.
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(2) The share buyer agrees with the

Company and the Company’s each

shareholder, director, supervisor,

general manager and senior executive,

and the Company acting on its behalf

and for each director, supervisor, general

manager and senior executive agrees

with each shareholder, to refer all

disputes or claims arising from the

Articles of Association or from the
rights or obligations specified in the

Company Law or other relevant laws or

administrative regulations with respect to

the Company’s affairs to arbitration in

accordance with the Articles of

Association, and that any reference to

arbitration shall be deemed to authorize

the arbitration tribunal to conduct a

public hearing in open session and to

publish its arbitration award, and the

arbitration award shall be final and

conclusive.

(3) The share buyer agrees with the

Company and each of its shareholders

that the shares of the Company can be

transferred freely by the holders.

(4) The share buyer authorizes the Company

to conclude contract on his behalf with

each director, general manager and

senior executive, who shall undertake.
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Article 33

The share certificates shall be signed by the

chairman of the board of directors. Where the

signatures of other senior management staff of

the Company are required by the securities

exchange(s) on which the Company’s shares

are listed, the share certificate shall also be

signed by such other senior management staff.

The share certificates shall become effective

after the company seal is affixed thereto or

printed thereon. The signature of the chairman

of the board of directors or of other senior

management staff on the share certificates may

be also be in printed form.

Article 33

Shares shall be signed by the chairman of the

Board. Other relevant senior executives of the

Company shall also sign the shares if required

by the stock exchange with which the

Company’s shares are listed. The shares shall

come into effect after stamping or printing of

the corporate seal on the shares. The shares

shall only be stamped with the corporate seal

under the authorization of the Board. The

signature of the chairman or other relevant

senior executive of the Company may also be

printed on the shares. Issuance or trading of the

shares of the Company in a non-paper form

shall comply with other regulations of the

securities regulatory authority and the place

where the Company’s shares are listed.

Article 34

The Company shall keep a register of

shareholders , in which the fol lowing

particulars shall be recorded:

(1) the name (title), address (residence),
o c c up a t i o n o r n a t u r e o f e a c h
shareholder;

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

(3) the amount paid or payable for the
shares held by each shareholder;

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

(5) the date on which each shareholder was
registered as a shareholder; and

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

The register of shareholders shall be sufficient

evidence of the holding of Company shares by

a shareholder, unless there is evidence to the

contrary.

Article 34

The Company shall, in accordance with the

requirements and conditions of the share

registration institutions at the place where the

Company’s shares are listed, keep a register of

shareholders, in which the following particulars

shall be recorded:

(1) the name (title), address (residence),
o c c up a t i o n o r n a t u r e o f e a c h
shareholder;

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

(3) the amount paid or payable for the
shares held by each shareholder;

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

(5) the date on which each shareholder was
registered as a shareholder; and

(6) the date on which each shareholder
ceased to be a shareholder.
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The register of shareholders shall be sufficient

evidence of the holding of Company shares by

a shareholder, unless there is evidence to the

contrary.

Subject to the Articles of Association and other

applicable requirements, once the shares of the

Company are transferred, the name of the

transferee shall be listed in the shareholders’

register as the holder of the said shares.

Transfer of shares shall be recorded in the

shareholders’ register.

Where two or more persons are registered as

joint shareholders of any shares, they shall be
deemed as the joint holders of the said shares

subject to the following restrictions:

(1) The Company shall not need to register

more than four persons as joint

shareholders of any shares;

(2) The joint shareholders of any shares

shall jointly and individually assume the

responsibility for amounts of fees

payable for relevant shares;

(3) In the event that any shareholder among

the joint shareholders deceases, only the

other remaining joint shareholders shall

be deemed by the Company as the

owners of the relevant shares. However,

the Board may, for the purpose of

modifying the shareholders’ register,

require the provision of a death

certificate of the relevant shareholder as

it deems appropriate;
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(4) Among the joint shareholders of any

shares, only the joint shareholder listed

first in the shareholders’ register has the

right to take relevant shares from the

Company and receive notices of the

Company, and any notice served to the

said person shall be deemed as having

been served to all the joint shareholders

of the relevant shares. Any joint

shareholder may sign the form of
proxy. If there are more than one joint

shareholder present in person or by

proxy, the vote of the senior who

tenders a vote, whether in person or by

proxy, shall be accepted to the exclusion

of the votes of the other joint

shareholders. For this purpose, seniority

of the shareholders will be determined

by the order in which the names of the

joint shareholders of the relevant shares

stand in the shareholders’ register;

(5) Receipt issued by any of the joint

shareholders to the Company in respect

of any dividend, bonus or remuneration

paid by the Company shall be considered

an effective receipt issued by all the

joint shareholders.
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Article 37

The various parts of the register of shareholders

shall not overlap one another. The transfer of

shares registered in a certain part of the register

of shareholders shall not, during the

continuance of the registration of such shares,

be registered in any other part of the register.

Changes and corrections to each part of the

register of shareholders shall be carried out in

accordance with the laws of the places where

each part is kept.

All Overseas-Listed Foreign-Invested Shares

which have been fully paid-up, shall be freely
transferred pursuant to the Company’s Articles

and Association. Unless such transfer compiles

with the following requirements, the board of

directors may refuse to recognize any

instrument of transfer and would not need to

provide any reason thereof:.

(1) a fee of HK$2.50 per instrument of
transfer or such higher amount as may

be agreed by the Hong Kong Stock

Exchange has been paid to the Company

for registration of the instrument of

transfer and other documents relating to

or which will affect the right of

ownership of the shares;

(2) the instrument of transfer only relates to
Overseas-Listed Foreign-Invested Shares

listed in Hong Kong;

(3) the stamp duty which is chargeable on

the instrument of transfer has already

been paid;

(4) the relevant share certificate(s) and any

other evidence which the board of

directors may reasonably require to

show that the transferor has the right to

transfer the shares have been provided;

Article 37

The various parts of the register of shareholders

shall not overlap one another. The transfer of

shares registered in a certain part of the register

of shareholders shall not, during the

continuance of the registration of such shares,

be registered in any other part of the register.

Changes and corrections to each part of the

register of shareholders shall be carried out in

accordance with the laws of the places where

each part is kept.

All Overseas-Listed Foreign-Invested Shares

which have been fully paid-up, shall be freely
transferred pursuant to the Company’s Articles

and Association. Unless such transfer compiles

with the following requirements, the board of

directors may refuse to recognize any

instrument of transfer and would not need to

provide any reason thereof:.

(1) a fee has been paid pursuant to the
requirements of the Listing Rules for

registration of the instrument of transfer

and other documents relating to or which

will affect the right of ownership of the

shares;

(2) the instrument of transfer only relates to

Overseas-Listed Foreign-Invested Shares

listed in Hong Kong;

(3) the stamp duty which is chargeable on

the instrument of transfer has already

been paid;

(4) the relevant share certificate(s) and any

other evidence or other documents

stipulated by the Hong Kong Listing

Rules which the board of directors may

reasonably require to show that the

transferor has the right to transfer the

shares have been provided;
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(5) if it is intended that the shares be

transferred to joint owners, the

maximum number of joint owners shall

not be more than 4;

(6) the Company does not have any lien on

the relevant shares.

The Company’s Overseas-Listed Foreign-

Invested Shares listed in Hong Kong must

adopt common or normal forms or other forms

of instrument of transfer accepted by the board

of directors for the purpose of share transfer;

and such instrument of transfer documents can

be signed, or if the transferor or the transferee

is a clearing organisation or an agent, signatory

of which can be either signed or machine

printed. All instrument of transfers must be

kept at the official address of the Company or

any other place as determined by the board of

directors from time to time.

That the standard form of instrument of transfer

as prescribed by the Hong Kong Stock

Exchange i s appropr ia te and is no t

inconsistent with the Articles of Association.

If the Company refuses to register any transfer

of shares, the Company shall within 2 months

of formal application for the transfer provide

the transferor and transferee with a notice of

refusal to register such transfer.

(5) if it is intended that the shares be

transferred to joint owners, the

maximum number of joint owners shall

not be more than 4;

(6) the Company does not have any lien on

the relevant shares; and

(7) No transfer may be made to an infant or

to a person of unsound mind or under

other legal disability.

The Company’s Overseas-Listed Foreign-

Invested Shares listed in Hong Kong must

adopt common or normal forms or other forms

of instrument of transfer accepted by the board
of directors for the purpose of share transfer;

and such instrument of transfer documents can

be signed, or if the transferor or the transferee

is a recognized clearing house (herein refers to

as “Recognised Clearing House”) or its agent

within the meaning of the Securities and

Futures Ordinance (Chapter 571 of the Laws

of Hong Kong), the written documents of

transfer can be either signed or machine

printed.

All transfer documents shall be kept at the legal

address of the Company, the address of the

share transfer office, or such address as is

designated by the board of directors from time

to time.

If the Company refuses to register any transfer

of shares, the Company shall within 2 months

of formal application for the transfer provide

the transferor and transferee with a notice of

refusal to register such transfer.
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Article 41

Any shareholder who is registered in the

register of shareholders or requires his name

to be entered into the register of shareholders

may apply to the Company for issuance of a

replacement certificate in respect of such shares

(“relevant shares”) if his share certificate

(“original share certificate”) is lost.

Applications for the replacement of share

certificates from holders of Domestic-Invested

Shares who have lost their certificates shall be

dealt with in accordance with Article 144 of the

Company Law.

Applications for the replacement of share

certificates from holders of Overseas-Listed

Foreign-Invested Shares who have lost their

certificates may be dealt with in accordance

with the laws, securities exchange regulations

and other relevant regulations of the place

where the original register of holders of

Overseas-Listed Foreign-Invested Shares is

kept.

Where holders of Overseas-Listed Foreign-

Invested Shares of a company, which is listed

in Hong Kong, apply for replacement of their

certificates after losing their certificates, such

replacement shall comply with the following

requirements:

(1) the applicant shall submit the application

in the form prescribed by the Company

accompanied by a notaries certificate or

statutory declaration. The notaries

certificate or statutory declaration shall

include the applicant’s reason for the

application, the circumstances and proof

of the loss of the share certificate and a

declaration that no other person may

require registration as a shareholder in

respect of the Relevant Shares;

Article 41

Any shareholder who is registered in the

register of shareholders or requires his name

to be entered into the register of shareholders

may apply to the Company for issuance of a

replacement certificate in respect of such shares

(“relevant shares”) if his share certificate

(“original share certificate”) is lost.

Applications for the replacement of share

certificates from holders of Domestic-Invested

Shares who have lost their certificates shall be

dealt with in accordance with the relevant

requirements of the Company Law.

Applications for the replacement of share

certificates from holders of Overseas-Listed

Foreign-Invested Shares who have lost their

certificates may be dealt with in accordance

with the laws, securities exchange regulations

and other relevant regulations of the place

where the original register of holders of

Overseas-Listed Foreign-Invested Shares is

kept.

Where holders of H Shares of a company,

which is listed in Hong Kong, apply for

replacement of their certificates after losing

their certificates, such replacement shall comply

with the following requirements:

(1) the applicant shall submit the application
in the form prescribed by the Company

accompanied by a notaries certificate or

statutory declaration. The notaries

certificate or statutory declaration shall

include the applicant’s reason for the

application, the circumstances and proof

of the loss of the share certificate and a

declaration that no other person may

require registration as a shareholder in

respect of the Relevant Shares;
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(2) the Company shall not have received any
declaration requiring registration as a
shareholder in respect of the shares from
any person other than the applicant
before it decides to issue a replacement
share certificate;

(3) if the Company decides to issue a
replacement share certificate to the
applicant, it shall publish a public
announcement of its intention to do so
in the newspapers or periodicals
designated by the board of directors;
the period of the public announcement
shall be 90 days, during which such
announcement shall be published
repeatedly at least once every 30 days;

(4) b e f o r e p u b l i s h i n g t h e p u b l i c
announcement of its intention to issue a
replacement share certificate, the
Company shall submit a copy of the
announcement to be published to the
securities exchange where it is listed and
may proceed with publication after
having received a reply from the
securities exchange confirming that the
announcement has been displayed in the
securities exchange. The Company shall
display the public announcement in the
securities exchange for a period of 90
days.

(5) if the application for issuance of a
replacement share certificate was made
without the consent of the registered
holder of the Relevant Shares, the
C omp a n y s h a l l m a i l t o s u c h
shareholder a photocopy of the public
announcement that it intends to publish;

(2) the Company shall not have received any
declaration requiring registration as a
shareholder in respect of the shares from
any person other than the applicant
before it decides to issue a replacement
share certificate;

(3) if the Company decides to issue a
replacement share certificate to the
applicant, it shall publish a public
announcement of its intention to do so
in the newspapers or periodicals
designated by the board of directors;
the period of the public announcement
shall be 90 days, during which such
announcement shall be published
repeatedly at least once every 30 days;

(4) b e f o r e p u b l i s h i n g t h e p u b l i c
announcement of its intention to issue a
replacement share certificate, the
Company shall submit a copy of the
announcement to be published to the
securities exchange where it is listed and
may proceed with publication after
having received a reply from the
securities exchange confirming that the
announcement has been displayed in the
securities exchange. The Company shall
display the public announcement in the
securities exchange for a period of 90
days.

If the application for issuance of a
replacement share certificate was made
without the consent of the registered
holder of the Relevant Shares, the
Company shall mail to such shareholder
a photocopy of the public announcement
that it intends to publish;

(5) at the expiration of the 90-day period
provided for in items (3) and (4) hereof,
if the Company has not received any
objec t ion to the issuance of a
replacement share certificate from any
person, it may issue a replacement share
certificate according to the application of
the applicant;
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(6) at the expiration of the 90-day period
provided for in items (3) and (4) hereof,
if the Company has not received any
objec t ion to the issuance of a
replacement share certificate from any
person, it may issue a replacement share
certificate according to the application of
the applicant;

(7) when the Company issues a replacement
share certificate under this Article, it
shall immediately cancel the original
share certificate and record such
cancellation and the issuance of the
replacement share certificate in the
register of shareholders; and

(8) all expenses of the Company for the
cancellation of the original share
certificate and the issuance of a
replacement share certificate shall be
borne by the applicant. The Company
shall be entitled to refuse to take any
action until the applicant has provided
reasonable security.

(6) when the Company issues a replacement
share certificate under this Article, it
shall immediately cancel the original
share certificate and record such
cancellation and the issuance of the
replacement share certificate in the
register of shareholders; and

(7) all expenses of the Company for the
cancellation of the original share
certificate and the issuance of a
replacement share certificate shall be
borne by the applicant. The Company
shall be entitled to refuse to take any
action until the applicant has provided
reasonable security.
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Article 44

The Company’s shareholders are persons that

lawfully hold shares of the Company and

whose names (titles) are entered in the

register of shareholders.

Shareholder shall enjoy rights and have
obligations according to the category and

number of shares held by them. Holders of

shares of the same category shall enjoy equal

rights and have equal obligations.

No powers shall be taken to freeze or otherwise

impair any of the rights attaching to any share

by reason only that the person or persons who
are interested directly or indirectly therein have

failed to disclose their interests to the company.

Article 44

The Company’s shareholders are persons that

lawfully hold shares of the Company and

whose names (titles) are entered in the

register of shareholders.

The shareholders enjoy rights and fulfil
obligations as per the type and number of

shares they hold; shares of the same type

represent the same rights and the same

obligations. All class shareholders of the

Company enjoy the same rights in dividend

distribution or distribution made in other form.

If any shareholder is a legal person, its legal
representative or proxy thereof shall exercise its

rights on its behalf.

The Company shall not exercise any right to

freeze or otherwise damage the rights attached

to any shares directly or indirectly held by any

person only on the ground that the said person

has not disclosed his equity to the Company.

Article 45

Holders of ordinary shares of the Company

shall enjoy the following rights:

(1) receive dividends and other profit

distributions on the basis of the number
of shares held by them;

(2) participate or to appoint proxies to

participate in shareholders’ general

meetings and exercise voting rights;

(3) supervise and control the Company’s

b u s i n e s s a c t i v i t i e s , a n d r a i s e

suggestions or inquiries;

(4) transfer shares in accordance with laws,

administrative regulations and the

Company’s Articles of Association;

Article 45

Holders of ordinary shares of the Company

shall enjoy the following rights:

(1) receive dividends and other profit

distributions on the basis of the number
of shares held by them;

(2) request, call, participate or to appoint

proxies to participate in shareholders’

general meetings and exercise voting

rights in correspondence to the number

of shares held;

(3) supervise and control the Company’s

b u s i n e s s a c t i v i t i e s , a n d r a i s e

suggestions or inquiries;

(4) transfer shares in accordance with laws,

administrative regulations and the

Company’s Articles of Association;
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(5) ob t a i n r e l evan t i n fo rma t i on in

accordance with the Articles of

Association of the Company, which

shall include:

(i) ob t a i n i ng the Ar t i c l e s o f

Association of the Company

after payment of a charge to

cover costs;

(ii) being entitled to browse and make

a copy , a f te r payment of

reasonable charges, of:

(a) all parts of the register of

shareholders;

(b) personal information on

the directors, supervisors,

manager and other senior

management staff of the

Company, including:

(b.1) current and previous

names and aliases;

(b.2) m a i n a d d r e s s

(residence);

(b.3) nationality;

(b.4) full-time and all

o t h e r p a r t - t im e

occupa t ions and

duties; and

(b.5) i d e n t i f i c a t i o n

documents and their

numbers.

(5) ob t a i n r e l evan t i n fo rma t i on i n

accordance with the Articles of

Association of the Company, which

shall include:

(i) ob t a i n i ng t h e Ar t i c l e s o f

Association of the Company

after payment of a charge to

cover costs;

(ii) being entitled to browse and make

a copy , a f t e r payment o f

reasonable charges, of:

(a) all parts of the register of

shareholders;

(b) personal information on the

directors, supervisors and

senior management staff

of the Company, including:

(b.1) current and previous

names and aliases;

(b.2) m a i n a d d r e s s

(residence);

(b.3) nationality;

(b.4) full-time and all

o t h e r p a r t - t im e

occupa t ions and

duties; and

(b.5) i d e n t i f i c a t i o n

documents and their

numbers.
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(iii) the status of the Company’s share

capital;

(iv) reports of the aggregate par value,

number of shares, and highest and

lowest prices of each category of

shares repurchased by the

Company since the last fiscal

year as well as all the expenses

paid by the Company therefor;

and

(v) the minutes of shareholders’

general meetings;

(vi) copies of the latest annual return
submitted to State Administration

for Industry & Commerce of the

PRC o r o t h e r c omp e t e n t

authorities for filing.

(6) participate in the distribution of the

remaining property of the Company

according to their shareholding when
the Company is terminated or liquidated;

and

(7) other r ights conferred by laws,

administrative regulations and the

Company’s Articles of Association.

(iii) the status of the Company’s share

capital;

(iv) Reports of the total par value,

number of shares, and the highest

and lowest prices of each class of

shares bought back by the

Company since the last fiscal

year, and the total expense paid

by the Company for this purpose

(by domestic shares and external

s h a r e s ( and H sha r e s , i f

applicable));

(v) Minutes of the general meetings

(for reference of shareholders

o n l y ) a n d c o p i e s o f t h e

Company’ s special resolutions,

copies of resolutions of the Board

meetings and meetings of the

Supervisory Committee;

(vi) The latest audited financial

statements of the Company, and

the reports of directors, auditors,

and supervisors;

(vii) Copy of the la tes t annual

inspection report and annual

report filed and put on records

with the industry and commerce

authority of China or other

competent authorities;

(viii) Counterfoils of corporate bonds;
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The Company shall keep at its Hong

Kong address the documents as referred

to in (1) to (7) above and any other

appl icable document as per the

requirements of the Hong Kong Listing

Rules for free reference of the public and

shareholders (except minutes of the

general meetings for reference of

shareholders only). Shareholders of the

Company can also inspect the resolutions
of the meetings of the Board and the

Supervisory Committee of the Company,

as well as the counterfoils of any

corporate bonds. If any shareholder

requests access to the aforesaid relevant

or provision of data, the said shareholder

shall provide the Company with written

documents bearing evidence of the type

and number of shares held by the said

shareholder, and the Company will

provide the said information as required

by t h e s a i d s h a r e ho l d e r upon

authentication of the said shareholder.

(6) In the event of termination or liquidation

of the Company, to participate in the

distribution of the remaining assets of

the Company as per their shares;

(7) For shareholders objecting to resolutions

of the general meeting concerning

merger or division of the Company, to

require the Company to buy their shares;
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(8) Pursuant to the Company Law or other

laws and administrative regulations, to

institute legal proceedings to the

People’s Court and claim related rights

concerning any act infringing upon the

interests of the Company or the

legitimate rights and interests of the

shareholders;

(9) To exercise other rights specified by

laws, adminis t ra t ive regulat ions ,

departmental rule, listing rules at the

place where the Company’s shares are

listed and the Articles of Association

Article 46

If the contents of a shareholders’ resolution or a
Board resolution is in violation of the laws and

administrative regulations, the shareholders

shall have the right to request a competent

court to invalidate such resolution.

If the meeting convening procedures and voting

methods adopted at a general meeting or Board

meeting are in violation of the laws and
administrative regulations or the Articles of

Association, or if the contents of the resolution

at such meeting are in breach of the Articles of

Association, the shareholders shall have the

right to request the competent court to revoke

the resolution within 60 days from the date of

that resolution.
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Article 47

If a director or senior executive breaches the

law, administrative regulation or the Articles of

Association in the course of carrying out his/her

duties for the Company and incur losses to the

Company, shareholders who individually or

together with others hold 1% or more of the

Company’s shares for more than 180 days

continuously shall have right to request in

writing the Supervisory Committee to initiate

litigation at a competent court. If the

Supervisory Committee breaches the law,

administrative regulations or the Articles of

Association when carrying out its duties for the

Company, and incurs losses to the Company,

the shareholders can request in writing the

Board to initiate litigation at a competent court.

If the Supervisory Committee or the Board

refuse to initiate litigation after receiving the

shareholders’ written request under the

preceding paragraph, or does not initiate

litigation within 30 days of receiving the

request, or if the situation is so urgent that

the Company will suffer irrevocable losses
wi thout an immedia te l i t iga t ion , the

shareholder under the preceding paragraph can

initiate litigation directly at a competent court

in his/her own name for the interests of the

Company.

If any person intervenes with the legal interests

of the Company, resulting in losses suffered by

the Company, a shareholder under the first
paragraph of this Article can initiate litigation

at a competent court in accordance with the two

preceding paragraphs.

Article 48

If a director or senior executive breaches the

law, administrative regulation, or the Articles of

Association and damages shareholders’

interests, the shareholders can initiate

litigation at a competent.
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Article 49

The ordinary shareholders of the Company

shall have the following obligations:

(1) To observe the laws and regulations,

other binding documents and the Articles

of Association;

(2) To pay subscription funds as per the

shares subscribed and the method of

subscription;

(3) Not to exit shares unless in the

circumstances stipulated by laws and

regulations;

(4) Not to abuse the shareholders’ rights to

damage the interests of the Company or

other shareholders or the independent

legal person status of the Company or

shareholders’ limited liability to damage

the interests of the creditors of the

Company; if any shareholder of the

Company abuses his shareholder’s

right, thereby incurring any loss of the

Company or other shareholders, the said

shareholder sha l l be l iab le for

compensation according to law. If any

shareholder of the Company evades the

payment of debts by misusing the

independent legal person status of the

Company or shareholders’ limited
liability, thereby seriously harming the

interests of the creditors of the

Company, the said shareholder shall

bear joint liability for such debts of the

Company;
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(5) If any shareholder holding more than 5%

voting shares of the Company pledges

the said voting shares, the said

shareholder shall submit a written

report to the Company on the date of

occurrence of the said pledge;

(6) To fulfil other obligations stipulated by

laws, administrative regulations and the

Articles of Association.

Shareholders do not have the obligation to

increase any share capital unless under the

conditions accepted by the subscribers at the

time of subscription.
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Article 47

In addition to obligations imposed by laws,

administrative regulations or the Rules

Governing the Listing of Securities on the

Stock Exchange of Hong Kong Limited

(“Listing Rules”) on controlling shareholders

(as defined in Article 48) may not, in the

exercise of their shareholders’ powers, make

decisions prejudicial to the interest of all or

part of the shareholders as a result of the

exercise of their voting rights on the issues set

forth below:

(1) relieving a director or supervisor of the

responsibility to act honestly in the best

interest of the Company;

(2) approving a director or supervisor (for

his own or another person’s benefit) of

depriving the Company of its property in

any way, including (but not limited to)

any opportunities that are favorable to

the Company; or

(3) approving a director or supervisor (for

his own or another person’s benefit) in

depriving other shareholders of their

personal rights or interests, including

(but not limited to) rights to distributions

and voting rights, but not including the

restructuring of the Company submitted

to and adopted by the shareholders in

general meeting in accordance with the

Articles of Association of the Company.

Article 50

Save for the obligations under the laws,

administrative regulations or the listing rules

of the place where the Company’s shares are

listed, the controlling shareholders (as defined

in the following terms), in exercising their

rights as shareholders, shall not make any

decision detrimental to the interests of all or

some shareholders as a result of the exercise of

their voting rights on the following issues:

(1) relieving a director or supervisor of the

responsibility to act honestly in the best

interest of the Company;

(2) approving a director or supervisor (for

his own or another person’s benefit) of

depriving the Company of its property in

any way, including (but not limited to)

any opportunities that are favorable to

the Company; or

(3) approving a director or supervisor (for
his own or another person’s benefit) in

depriving other shareholders of their

personal rights or interests, including

(bu t no t l im i t ed to ) r i gh t s t o

distributions and voting rights, but not

including the restructuring of the

Company submitted to and adopted by

the shareholders in general meeting in

accordance with the Articles of

Association of the Company.
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The chairman, vice chairman and executive

director of the controlling shareholder shall also

act as the Company’s chairman, vice chairman

and executive director, which number shall not

exceed two. Officers of the controlling

shareholder cannot also act as the Company’s

manager, vice manager, heads of the finance

and sales departments and secretary to the

board of directors.

The chairman, vice chairman and executive

director of the controlling shareholder may also

act as the Company’s chairman, vice chairman

and executive director, but the number of which

shall not exceed two.

Officers of the controlling shareholder cannot

also act as the Company’s manager, vice

manager, personnel in charge of financial

affairs and secretary to the board of directors.

The controlling shareholders and de facto

controllers of the Company shall not prejudice

the Company’s interests by taking advantage of

their connections. They shall be liable for

compensation for losses caused to the

Company as a result of their violation.

The controlling shareholders and de facto

controllers of the Company shall have an

obligation of good faith towards the Company

and public shareholders. The controlling

shareholders shall exercise the rights of an

investor in strict compliance with the law. They

may not prejudice the legitimate rights and

interests of the Company and public

shareholders by means of the distribution of

profits, restructuring of assets, foreign

investment, appropriation of funds, offering

security for loans and other means, and they

may not prejudice the interests of the Company

and public shareholders by taking advantage of

their controlling position.

Article 48 Renumbered as Article 51

Article 49

The shareholders’ general meeting shall be the

organ of authority of the Company and shall

exercise its functions and powers according to

law;

Article 52

The shareholders’ general meeting shall be the

organ of authority of the Company and shall

exercise its functions and powers according to

law;
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Article 50

The shareholders’ general meeting shall

exercise the following functions and powers:

(1) to decide on the business policies and

investment plans of the Company;

(2) to elect and replace directors, the

procedures of which are to be

published on the Company’s website,

and to decide on matters concerning the

remuneration of directors;

(3) to elect and replace the supervisors who

are to be appointed from among the

shareholders’ representatives and decide

on matters concerning the remuneration

of supervisors;

(4) to examine and approve reports of the

board of directors;

(5) to examine and approve reports of the

board of supervisors;

(6) to examine and approve the Company’s

annual financial budget and final account

proposals;

(7) to examine and approve the Company’s

plans for profit distribution and

reparation for loses;

(8) to pass resolutions concerning the

increase or reduction of the Company’s

registered capital;

(9) to pass resolutions on matters such as

the merger, division, dissolution or

liquidation of the Company;

(10) to pass resolutions on the issuance of

bonds by the Company;

Article 53

The shareholders’ general meeting shall

exercise the following functions and powers:

(1) to decide on the business policies and

investment plans of the Company;

(2) to elect and replace directors, and to

decide on matters concerning the

remuneration of directors;

(3) to elect and replace the supervisors who

are to be appointed from among the non-

employees’ representatives and decide

on matters concerning the remuneration

of supervisors;

(4) to examine and approve reports of the

board of directors;

(5) to examine and approve reports of the
Supervisory Committee;

(6) to examine and approve the Company’s

annual financial budget and final account

proposals;

(7) to examine and approve the Company’s

plans for profit distribution and

reparation for loses;

(8) to pass resolutions concerning the

increase or reduction of the Company’s

registered capital;

(9) to pass resolutions on matters such as the
merger, division, dissolution, liquidation

or change of corporate form of the

Company;

(10) to pass resolutions on the issuance of

bonds by the Company;
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(11) to pass resolutions on the appointment,

removal or non-reappointment of

accounting firms by the Company;

(12) to amend the Articles of Association of

the Company;

(13) t o examine mo t i on s r a i s ed by
shareholders representing 5 percent or

more of the Company’s voting shares;

(14) other matters that laws, administrative

regulations and the Company’s Articles

of Association require to be resolved by

the shareholders’ general meeting; and

(15) other matters that be authorized and/or

entrusted by the shareholders’ general

meeting.

(11) to pass resolutions on the appointment,

removal or non-reappointment of

accounting firms by the Company;

(12) to amend the Articles of Association of

the Company;

(13) t o examine mo t i on s r a i s ed by
shareholder (s ) s ingly or jo in t ly

representing 5 percent or more of the

Company’s voting shares;

(14) to examine and approve the external

guarantees under Article 54;

(15) to examine the Company’s purchase or

disposal of major assets within one year

or matters with the amount guaranteed

exceeding 30% of the total assets of the

Company;

(16) to examine and approve any changes to

the use of proceeds;

(17) to review share incentive plans;

(18) to review connected transactions or other

transaction matters which, according to

the listing rules at the place where the

Company’s shares are listed, have to be

resolved at the shareholders’ general
meeting;

(19) other matters that laws, administrative

regulations and the Company’s Articles

of Association require to be resolved by

the shareholders’ general meeting; and

(20) other matters that be authorized and/or

entrusted by the shareholders’ general

meeting.
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Article 54

The following external guarantees of the

Company must be reviewed and approved at

the general meeting:

(1) Any guarantee to be provided after the

total external guarantee provided by the
Company and its controlled subsidiaries

has exceeded 50% or more of the latest

audited net assets;

(2) Any guarantee to be provided after the

total external guarantee provided by the

Company has exceeded 30% or more of

the latest audited total assets;

(3) Any guarantee to be provided to an

entity whose debt equity ratio exceeds

70%;

(4) Any single guarantee the amount of

which exceeds 10% of the latest

audited net assets;

(5) Any guarantee to be provided to the

shareholders, actual controller and their

associates; and

(6) Other guarantees which are required to

be approved by the Company’s general
meetings under the laws, regulations,

rules of the stock exchanges where the

Company’s shares are listed or the

Articles of Association.

Article 51

Without the prior approval of the shareholders’

general meeting, the Company may not

conclude any contract with any person other

than a director, a supervisor, manager or other

senior management staff of the Company for

the delegation of the whole business

management or part of the important business

management of the Company management of

the Company to that person.

Article 55
Without the prior approval of the shareholders’

general meeting, the Company may not

conclude any contract with any person other
than a director, a supervisor or senior

management staff of the Company for the

delegation of the whole business management

or part of the important business management

of the Company management of the Company

to that person.
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Article 52

Shareholders’ general meetings shall include

a n nu a l s h a r e h o l d e r s ’ me e t i n g s a n d

ext raordinary shareholders’ meet ings .

Shareholders’ general meetings shall be

convened once a year and shall be held

within six months following the preceding

fiscal year.

The board of directors shall convene an

extraordinary shareholders’ general meeting

within two months of the occurrence of any

of the following circumstances:

(1) the number of directors is less than the
number provided for in the Company

Law or less than two-thirds prescribed in

the Ar t i c l e s o f Assoc ia t ion of

Association of the Company;

(2) the losses of the Company that have not

been made up reach one-third of the

total share capital of the Company;

(3) A t the wr i t t en r eques t o f t he

shareholders separately or aggregately

holding 10% or more of the Company’s

shares; or

(4) the board of directors considers that

there is a need or the board of

supervisors proposes a meeting.

Article 56

Shareholders’ general meetings shall include

a n nu a l s h a r e h o l d e r s ’ me e t i n g s a n d

ext raord inary shareholders ’ meet ings .

Shareholders’ general meetings shall be

convened once a year and shall be held within

six months following the preceding fiscal year.

The board of directors shall convene an

extraordinary shareholders’ general meeting

within two months of the occurrence of any

of the following circumstances:

(1) The number of directors is less than the

number provided for in the Company
Law or less than two-thirds prescribed in

the Ar t i c l e s o f Assoc ia t ion of

Association of the Company;

(2) The losses of the Company that have not

been made up reach one-third of the total

share capital of the Company;

(3) A t t he wr i t t en r eques t o f t he

shareholders separately or aggregately

holding 10% or more of the Company’s

shares; or

(4) The board of directors considers that

there is a need or the Supervisory

Committee proposes a meeting.

(5) More than half of the independent

directors has requested to convene the

meeting and approved by the board of

directors.

(6) In any other circumstance so specified in
laws and regulations, the listing rules of

the place where the Company’s shares

a re l i s t ed and the Ar t i c l e s o f

Association.
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Article 57

The venue for holding general meetings is the

Company’s registered office or other venue set

out in the notice of the general meeting.

A venue shall be set up for convening the

general meetings on-site. The Company, subject
to ensuring that such meetings are legal and

valid, can facilitate shareholders’ attendance at

such meetings via various means and methods,

such as video conference, telephone, online

voting platform or other modern information

technology means. Shareholders attending the

general meeting by the above methods are

deemed present at the meeting.

For any general meetings held online or via

other methods, the voting time and procedure

for the relevant voting methods shall be set out

clearly in the notice of the general meeting. The

online voting method shall not apply to

shareholders of H Shares.
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Article 58

When the Company holds a general meeting, it

shall engage lawyers to witness the meeting,

and provide legal opinions and prepare

announcements on the following matters in

accordance with the rules of the stock

exchanges on which the shares are listed:

(1) Whether the procedures for convening

and holding the general meeting comply

with the requirements of the relevant

laws, administrative regulations, and the

Articles of Association;

(2) Whether the qualifications of the
attendees and the convener are legally

valid;

(3) Whether the voting procedures and

results of the general meeting are

legally valid;

(4) Provide legal opinion on any other

matters as may be required by the

Company.

Article 53

When the Company is to hold a shareholders’

general meeting, it shall issue a written notice

45 days prior to the meeting informing all the
registered shareholders of the matters to be

examined at the meeting as well as the date and

place of the meeting. Shareholders that intend

to attend the shareholders’ general meeting

shall, within 20 days prior to the meeting,

deliver a written reply to the Company on

meeting attendance.

Article 59

When the Company is to hold a shareholders’

general meeting, it shall issue a written notice

45 days prior to the meeting informing all the
registered shareholders of the matters to be

examined at the meeting as well as the date and

place of the meeting. Shareholders that intend

to attend the shareholders’ general meeting

shall, within 20 days prior to the meeting,

deliver a written reply to the Company on

meeting attendance. The calculation of the

above mentioned starting date shall not

include the date on which the meeting is

convened.

- I-44 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 54

When the Company is to hold an annual

shareholders’ general meeting, shareholders

separately or aggregately holding 3 percent or

more of the total number of the Company’s

shares shall be entitled to propose new notions

in writing to the Company. The Company shall

include in the agenda for the meeting the

matters in the motions that fall within the scope

of duties of the shareholders’ general meeting.

Article 60

At general meetings of the Company, the

Board, the Supervisory Committee, and

shareholder(s) individually or jointly holding

more than 3% of the Company’s shares shall

have the right to propose motions to the

Company. The content of a proposal shall be

determined by the general meeting, have

definite topics and specific issues for

resolution, and shall comply with the

provisions of the laws, regulations and the

Articles of Association.

Shareholder(s) individually or jointly holding

more than 3% of the Company’s shares may

submit a written provisional motion to the

convener 10 days before a general meeting is

convened; the convener shall issue a

supplementary notice of general meeting

within two days after receipt of the said

p rov i s i ona l mo t i on , t o no t i f y o the r

shareholders and to submit the said

provisional proposal to the general meeting

for consideration.

Except as provided in the preceding paragraph,

after the convener issues a public notice of the

general meeting, he/she shall not change the

proposals or add any new proposals in the

notice of the general meeting.

Proposals not set out in the notice of general

meeting or not complying with the provision

herein shall not be voted on or resolved at the

general meeting.
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Article 55

Based on the written replies received from the

shareholders 20 days prior to a shareholders’

general meeting, the Company shall calculate

the number of voting shares held by each

shareholder who intend to attend the meeting.

If the total number of voting shares held by

shareholders intending to attend the meeting

account for more than half of the total issued

and outstanding voting shares, the Company

may hold the shareholders’ general meeting. If

not, the Company shall within five days inform

all the shareholders once again of the matters to

be considered at the meeting as well as the date

and venue of the meeting in the form of the

announcement. After the announcement is

i s sued , the Company may ho ld the
shareholders’ general meeting.

Extraordinary shareholders’ general meetings

shall not resolve on any matters not listed in

the public notice.

Article 61

Based on the written replies received from the

shareholders 20 days prior to a shareholders’

general meeting, the Company shall calculate

the number of voting shares held by each

shareholder who intend to attend the meeting. If

the total number of voting shares held by

shareholders intending to attend the meeting

account for more than half of the total issued

and outstanding voting shares, the Company

may hold the shareholders’ general meeting. If

not, the Company shall within five days inform

all the shareholders once again of the matters to

be considered at the meeting as well as the date

and venue of the meeting in the form of the

announcement. After the announcement is

i s sued , t he Company may ho ld the
shareholders’ general meeting.

Extraordinary shareholders’ general meetings

shall not resolve on any matters not listed in the

public notice.
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Article 56

The notice of a shareholders’ general meeting

shall meet the following requirements:

(1) it shall be made in writing;

(2) it shall specify the place, date and time

of the meeting;

(3) it shall describe the matters to be

discussed at the meeting;

(4) it shall provide to the shareholders the
information and explanations necessary

for them to make a wise decision on the

matters to discussed. This principal shall

apply (but not limit) when the Company

proposes a merger, repurchase of shares,

reorganization of share capital or other

restructuring, it shall provide the specific

conditions and contract (if any) of the

transaction under discussions and

earnestly explain the cause and result

of the transaction;

(5) it shall disclosure the nature and extent

of conflict of interest, if any, of any

director, supervisor, manager or other

senior management staff in any matter to

be discussed; and provide an explanation

of the difference, if any, between the

way in which the matter to be discussed

would affect such director, supervisor,

manager or other senior management

staff in his capacity as shareholder and

the way in which such matter would

affect other shareholders of the same

category;

Article 62

The notice of a shareholders’ general meeting

shall meet the following requirements:

(1) it shall be made in writing;

(2) it shall specify the place, date and time

of the meeting;

(3) it shall describe the matters to be

discussed at the meeting;

(4) it shall provide to the shareholders the
information and explanations necessary

for them to make a wise decision on the

matters to discussed. This principal shall

apply (but not limit) when the Company

proposes a merger, repurchase of shares,

reorganization of share capital or other

restructuring, it shall provide the specific

conditions and contract (if any) of the

transaction under discussions and

earnestly explain the cause and result

of the transaction;

(5) it shall disclosure the nature and extent

of conflict of interest, if any, of any

d i r e c t o r , s u p e r v i s o r o r s e n i o r

management staff in any matter to be

discussed; and provide an explanation of

the difference, if any, between the way

in which the matter to be discussed

would affect such director, supervisor or

senior management staff in his capacity

as shareholder and the way in which

such mat ter would affec t o ther

shareholders of the same category;
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(6) it shall contain the full text of any

special resolution proposed to be

adopted at the meeting;

(7) it shall contain a conspicuous statement

that shareholders entitled to attend and

vote have the right to entrust one or

more proxies to attend and vote on their

behalf and that such proxy need not be a

shareholder; and

(8) it shall state the time and place for the

delivery of the meeting’s proxy forms.

(6) it shall contain the full text of any

special resolution proposed to be

adopted at the meeting;

(7) it shall contain a conspicuous statement

that shareholders entitled to attend and

vote have the right to entrust one or

more proxies to attend and vote on their

behalf and that such proxy need not be a

shareholder;

(8) Sets out the equity registration date of

shareholders who are entitled to attend

the general meeting; and

(9) it shall state the time and place for the
delivery of the meeting’s proxy forms.

Article 63

If the election of directors or supervisors are

proposed to be discussed at a general meeting,

the notice of the general meeting must contain

the details of the candidates for the directors

and the supervisors. It must at least include the

following information:

(1) biographies such as educat ional

background, work experiences and other

simultaneous appointments;

(2) whether he/she has any relationship with
t h e Company , t h e c o n t r o l l i n g

shareholder or the actual controller of

the Company;

(3) the number of shares he/she holds in the

Company;
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(4) whether he/she is subject to any

punishment by the CSRC or any other

relevant government department or

sanctioned by any securities exchange.

(5) other information as stipulated by the

stock exchange where the shares of the

Company are listed and the related

listing rules.

Unless the election of directors and supervisors

is to be conducted by way of cumulative

voting, each candidate for the director or the

supervisor shall be proposed in separate

resolutions.

Article 57

The notice of a shareholders’ general meeting

shall be served on each shareholder (whether or

not such shareholder is entitled to vote at the

meeting) by personal delivery or pre-paid mail

to the recipient’s address shown in the register

of shareholder. For the holders of Domestic-

Invested shares, notice of a shareholders’

general meeting may also be given by public
announcement.

The public announcement referred to in the

preceding paragraph shall be published in one

or more newspapers designated by the Sate

Council authorities in charge of securities

during the period between 45 and 50 days

before the meeting is held. Once the
announcement is made, all holders of

Domestic-Invested shares shall be deemed to

have received the notice of the relevant

shareholders’ general meeting. Such public

announcement shall be published in Chinese

or English pursuant to Article 165.

Article 64

The notice of a shareholders’ general meeting

shall be served on each shareholder (whether or

not such shareholder is entitled to vote at the

meeting) by personal delivery or pre-paid mail

to the recipient’s address shown in the register

of shareholder. For the holders of Domestic-

Invested shares, notice of a shareholders’

general meeting may also be given by public
announcement.

The public announcement referred to in the

preceding paragraph shall be published in one

or more newspapers designated by the Sate

Council authorities in charge of securities

during the period between 45 and 50 days

before the meeting is held. Once the
announcement is made, all holders of

Domestic-Invested shares shall be deemed to

have received the notice of the relevant

shareholders’ general meeting.
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Article 65

After a notice of shareholders’ general meeting

is given, the shareholders’ general meeting

shall not be postponed or cancelled, and the

proposals set out in the notice of shareholders’

general meeting shall not be cancelled without

a valid reason. Once the meeting is postponed

or cancelled, the convenor shall make an

announcement and explain the reasons at least

two working days prior to the scheduled

meeting date.

Article 58 Renumbered as Article 66

Article 59

Any shareholder entitled to attend and vote at a

shareholders’ general meeting shall have the

right to appoint one or more persons (whether

such person is a shareholder or not) as his

proxies to attend and vote on his behalf. Such

proxy may exercise the following rights

according to the authorization from that

shareholder:

(1) the shareholder’s right to speak at the

shareholders’ general meeting; and

(2) the right to vote.

Article 67

All shareholders recorded in the share register

on the relevant share registration date shall

have the right to attend the general meeting and

exercise the voting rights in accordance with

the relevant laws, regulations, the rules of the

place where the Company’s shares are listed

and the Articles of Association.

Any shareholder entitled to attend and vote at a

shareholders’ general meeting shall have the

right to appoint one or more persons (whether

such person is a shareholder or not) as his

proxies to attend and vote on his behalf. Such

proxy may exercise the following rights

according to the authorization from that

shareholder:

(1) the shareholder’s right to speak at the

shareholders’ general meeting;

(2) to severally or jointly request to vote by

ballot; and
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(3) Unless otherwise stated in applicable

listing rules of the place where the

Company’s shares are listed or other

laws and regulations on securities, to

exercise the right to vote by a show of

hand or ballot. Where there is more than

one proxy, the said proxy shall only vote

by ballot.

In the event that a shareholder is a recognized

clearing house (or proxy thereof), it may, as it

sees fit, appoint one or more persons as its

proxy to attend and vote at any general meeting

or class general meeting. However, in the event

that more than one person is so appointed, the

power of attorney shall specify the number and

class of the shares relating to each such proxy.

The power of attorney shall be subject to the
signature of the appointer of the recognized

clearing house. The persons thus appointed may

attend meetings (without certifying their due

authorization by show of shareholding

certificate, notarized power of attorney and/or

further evidence) and exercise rights on behalf

of the recognised clearing house (or proxy

thereof) as if the said persons were the

individual shareholders of the Company.
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Article 68

If individual shareholders attend the meeting in

person, he/she shall present his/her ID card or

other valid documents, proof or stock account

card to identify him/herself; if a proxy is

appointed to attend the meeting, he/she shall

present valid identity documents and power of

attorney of the relevant shareholder.

As for a corporate shareholder, its legal

representative or a proxy appointed by such

legal representative shall attend the meeting.

The legal representative who attends the

meeting shall present his/her ID card, and

valid certificates which can prove his/her

qualification as a legal representative; if a

proxy is appointed to attend the meeting, he/

she shall present his/her ID card, the written

power of attorney legally issued by the legal

representative of the corporate shareholder in

accordance with the relevant laws.

- I-52 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 60

Shareholders shall entrust their proxies by

written instruments that shall be signed by the

entrusting parties or such proxies. Where the

entrusting party is a legal person, the

instrument shall be sealed by the legal person

or signed by its director (s) or duly authorized

proxies. The instrument shall specify the exact

number of shares that the proxies represent.

Article 69

The power of attorney shall be in writing under

the hand of the principal or his proxy duly

authorised in writing or, if the principal is a

legal person, it shall be under seal or under the

hand of a director or a proxy duly authorised.

The power of attorney issued by the

shareholder to appoint a proxy to attend the

general meeting shall include the following

contents:

(1) Name of the proxy;

(2) Whether he/she has the right to vote;

(3) Instructions on voting for or against or

abstaining from voting in respect to each

matter set out in the agenda of the

general meeting;

(4) Issuing date and validity period of the

power of attorney;

(5) Signature (or stamp) of the principal. If

the principal is a corporate shareholder,

the power of attorney shall be stamped

with the corporate seal of the corporate

shareholder;

(6) The number of shares held by the

shareholder who is represented by the

proxy;

(7) If several persons are appointed as the

shareholder’s proxies, the power of

attorney shall specify the number of

shares to be represented by each proxy;

(8) State whether the proxy has voting right

as to motion proposed at the general

meeting, if so, specific instructions to

exercise types of voting right.

Article 61 Renumbered as Article 70

Article 62 Renumbered as Article 71
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Article 63

Where the entrusting party has died, lost

capacity for acts, revoked the proxy or the

signed instrument of appointment prior to the

voting, or the relevant shares have been

transferred prior to the voting, a vote given in

accordance with the terms of an instrument of

proxy shall remain valid as long as the

Company have received a written notice in
relation thereto before the commencement of

the relevant meeting.

Article 72

Where the entrusting party has died, lost

capacity for acts, revoked the proxy or the

signed instrument of appointment prior to the

voting, or the relevant shares have been

transferred prior to the voting, a vote given in

accordance with the terms of an instrument of

proxy shall remain valid as long as the

Company have received a written notice in
relation thereto before the commencement of

the relevant meeting.

Article 73

The meeting register for participants shall be

made by the Company. The meeting register

shall set out various matters, such as the names

of the individual participants (or names of the

corporate participants), ID card numbers,

residential addresses, the number of shares

with voting rights held or represented and the

names of the individual proxy appointors (or

names of the corporate proxy appointors).

Article 74

The meeting convener and the lawyer employed
by the Company shall examine the legitimacy

of the shareholders’ qualification in accordance

with the shareholders’ register provided by the

securities registration and clearing institution,

and register the names of the shareholders and

the number of voting shares that they hold. The

registration shall be terminated before the

cha i rman announce s t h e numbe r o f

shareholders and proxies present at the

meeting as well as the total number of voting

shares they hold.
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Article 75

If the general meeting requires attendance by

the directors, supervisors and senior executives,

such directors, supervisors and senior

executives should attend the meeting and

answer inquiries from the shareholders.

Article 64

Resolutions of the shareholders’ general

meeting shall be ordinary resolutions or

special resolutions.

Ordinary resolutions of the shareholders’

general meeting shall be passed by votes

representing more than one-half of the voting

rights held by the shareholders (including

proxies) present at the meeting.

Special resolutions of the shareholders’ general

meeting shall be passed by votes representing

more than two-thirds of the voting rights held

by the shareholders (including proxies) present

at the meeting.

Article 76

Resolutions of the shareholders’ general

meetings shall be ordinary resolutions or

special resolutions.

Ordinary resolutions of the shareholders’

general meeting shall be passed by votes

representing more than one-half of the voting

rights held by the shareholders (including

proxies) present at the meeting.

Special resolutions of the shareholders’ general

meeting shall be passed by votes representing

more than two-thirds of the voting rights held

by the shareholders (including proxies) present

at the meeting.

The attending shareholders (including proxies

thereof) shall declare their affirmative or

dissenting votes on every issue to be voted

on; if the said shareholders or proxies thereof

waive their rights of voting, the voting results

representing the shares held by such voters

shall be counted as “abstentions”. Blank,

wrong, illegible or uncast votes shall be

deemed as the voters’ waiver of their voting

rights, and the voting results representing the

shares held by such voters shall be counted as

“abstentions”. Abstentions shall be counted in

the votes voted with voting rights when the

Company calculates the voting results of an

issue.
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Article 65

When shareholders (including proxies) vote at

the shareholders’ general meeting, they shall

exercise their voting rights as are attached to

the number of voting shares that they represent.

Each share shall carry one vote.

If any shareholder has to forfeit his voting

rights or be limited to just to vote for or against

specific resolutions in accordance with the

Listing Rules, his (including proxies) vote

which offences the relevant regulations or

limitations shall not be counted.

Article 77

When shareholders (including proxies) vote at

the shareholders’ general meeting, they shall

exercise their voting rights as are attached to

the number of voting shares that they represent.

Each share shall carry one vote.

For significant matters affecting the interests of

small investors which are under consideration

in general meetings; the voting of small

investors should be counted separately. And

the results of separate counting shall be

disclosed publicly on a timely basis.

Shares held by the Company have no voting
rights, and such shares will not be included in

the total number of shares with voting rights at

the general meeting.

The Board, independent directors and

shareholders who satisfy the relevant

regulations and conditions may publicly solicit

voting rights from the shareholders. When
soliciting voting rights from the shareholders,

information such as specific voting intentions

should be fully disclosed to the shareholders

being solicited. Soliciting voting rights from the

shareholders with compensation or disguised

compensation is prohibited. The Company must

not set a lowest shareholding percentage when

soliciting the shareholder voting rights. When

considering related transactions during the

general meeting, the related shareholders must

not participate in the voting, and the number of

shares with voting rights represented by him/

her shall not be included in the total number of

valid votes. The announcement on the

resolutions shall fully disclose the voting of

the nonrelated shareholders.
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All votings of the shareholders at the general

meetings shall be conducted by open ballot.

Pursuant to the applicable laws and regulations

and the listing rules of the place where the

Company’s shares are listed, whereas any

shareholder is required to abstain from voting

on any particular resolution or restricted to

voting only for or against any particular

resolution, any vote cast by or on behalf of

such shareholder in contravention of such

requirement or restriction shall not be tallied.

Article 66

All votes of shareholders at a general meeting

must be taken by poll. The shareholders or

related persons who have material rights and
interests shall abstain from voting.

To be deleted
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Article 78

Voting at general meetings shall be conducted

by show of hands, unless the following persons

require ballot voting before or after voting by

show of hands or relevant regulations of

securities regulatory authority at the location

where the shares of the Company are listed

require ballot voting:

(1) Presider of the meeting;

(2) At least two shareholders with voting

rights or Rules proxies thereof; or

(3) One or more shareholders present in

person or by proxy and representing 10%

or more of all shares carrying the right

to vote, individually or jointly, at the

meeting.

Unless the said persons require voting by

ballot, the presider shall announce the result

of voting by show of hands on proposals, which

result shall be recorded in the minutes as final

evidence, without specifying the number or

percentage of pros for or cons against the

resolutions adopted at the meeting.

The request for ballot voting can be withdrawn

by the proposer.

Where ballot voting is required by relevant

regulations of securities regulatory authority at

the place where the the Company’s shares are

listed, the presider may, in the spirit of fairness

and honesty, allow voting by show of hands

with respect to resolutions relating merely to

procedure or administrative issues.
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In the case of voting by ballot, the Company

shall appoint a supervisor for counting votes in

accordance with the Hong Kong Listing Rules

and shall disclose relevant votes voted as

required by laws, administrative regulations,

relevant regulatory authority or the listing rules

of the place where the Company’s shares are

listed.

Article 67

A poll on the election of the chairman or the

adjournment of the meeting shall be taken

immediately. A poll for any other matter shall

be taken at the time decided upon by the

chairman and the meeting may then proceed

with the discussion of other matters. The result

of the poll shall be deemed a resolution passed

at that meeting.

Article 79

A poll on the election of the presider of the

meeting or the adjournment of the meeting shall

be taken immediately. A poll for any other

matter shall be taken at the time decided upon

by the presider and the meeting may then

proceed with the discussion of other matters.

The result of the poll shall be deemed a

resolution passed at that meeting.

Article 68

When a poll is taken, shareholders (including

proxies) having the right to two or more votes

need not cast all votes in the same way.

Article 80

When a poll is taken, shareholders (including

proxies) having the right to two or more votes

need not cast all votes in the same way.

The general meetings shall resolve on all

motions separately, appointment of each and

every single director candidates shall be

resolved as separate motions.

Article 69

When the number of votes for and against a

resolution is equal, the chairman of the meeting

shall have an additional vote.

Article 81

When the number of votes for and against a

resolution is equal, no matter by show of hands

or by voting, the presider shall have an
additional vote.
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Article 70

The following matters shall be resolved by way

of an ordinary resolution of the shareholders’

general meeting:

(1) work reports of the board of directors

and the board of supervisors;

(2) plans for the distribution of profits and

making up of losses drafted by the board

of directors;

(3) removal of members of the board of

directors and the board of supervisors,

their remuneration and method of

payment of their remuneration;

(4) the Company’s annual budget, final

accounts, balance sheet, profit statement

and other financial statements; and

(5) matters other than those required by

laws, administrative regulations or the

Company’s Articles of Association to be

passed by way of a special resolution.

Article 82

The following matters shall be resolved by way

of an ordinary resolution of the shareholders’

general meeting:

(1) work reports of the board of directors

and the Supervisory Committee;

(2) plans for the distribution of profits and

making up of losses drafted by the board

of directors;

(3) removal of a member of the board of

directors and a non-employee supervisor,

their remuneration and method of

payment of their remuneration;

(4) the Company’s annual budget, final

accounts, balance sheet, profit statement

and other financial statements;

(5) the Company’s annual report;

(6) appo in tment , d i smissa l o r non-

reappointment of accounting firm; and

(7) matters other than those required by

laws, administrative regulations or the

Company’s Articles of Association to be

passed by way of a special resolution.
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Article 71

The following matters shall be resolved by way

of a special resolution of the shareholders’

general meeting;

(1) increase or reduction of the Company

share capital and issuance of any class of
shares, warrants or other similar

securities;

(2) issuance of Company’s bonds;

(3) division, merger, dissolution and

liquidation of the Company;

(4) amendmen t t o t h e Ar t i c l e s o f

Association of the Company; and

(5) other matters that, as resolved by way of

an o r d i n a r y r e s o l u t i o n o f t h e

shareholders’ general meeting, may
have a significant impact on the

Company and required to be resolved

by way of a special resolution.

Article 83

The following matters shall be resolved by way

of a special resolution of the shareholders’

general meeting;

(1) increase or reduction of the Company

share capital and issuance of any class of
shares, warrants or other similar

securities;

(2) issuance of Company’s bonds;

(3) division, merger, dissolution, liquidation

or change of corporate form of the

Company;

(4) amendmen t t o t h e Ar t i c l e s o f

Association of the Company;

(5) other matters that, as resolved by way of

an o r d i n a r y r e s o l u t i o n o f t h e
shareholders’ general meeting, may

have a significant impact on the

Company and required to be resolved

by way of a special resolution;

(6) The Company’s acquisition or disposal

of major assets within one year with the

transaction amount exceeding 30% of the

total assets of the Company; and

(7) Share options incentive schemes;

(8) Other issues requiring adoption by

special resolution pursuant to the

Articles of Association and the listing

rules of the place where the Company’s

shares are listed.

- I-61 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 72

Shareholders requesting the convening of an

extraordinary shareholders’ general meeting or

a class meeting of shareholders shall proceed in

accordance with the procedures set forth below:

(1) shareholders separately or aggregately
holding a total of 10 percent or more of

the shares may sign one or more written

counterpart requests requesting the board

of directors to convene an extraordinary

shareholders’ general meeting or a class

meeting of shareholders and stating the

subject of the meeting. The board of

directors shall convene the shareholders’

general meeting or the meeting of

shareholders of different class as soon

as possible after having received the

above-mentioned written request. The

shareholding referred to above shall be

calculated as at the date on which the

written request is made; and

(2) if the board of directors fails to issue a

notice of such a meeting within 30 days

after having received the above-

men t i o n ed w r i t t e n no t i c e , t h e

shareholders who made such request

may themselves convene the meeting

within four months after the board of

directors received the request. The

procedures according to which they

convene such meeting shall be, as

similar as possible, to the procedures
according to which shareholders’

meetings are to be convened by the

board of directors.

Article 84

Shareholder(s) individually or collectively

holding more than 10% of the Company’s

total voting shares may request convening an

extraordinary general meeting or class meeting,

and shall follow the procedures below:

(1) Sh a r e ho l d e r ( s ) i n d i v i d u a l l y o r

collectively holding more than 10% of

the Company’s total voting shares may

sign one or several written requests with

the same format and content and propose

that the Board convene an extraordinary

general meeting or class meeting, and

specify the topics of the meeting. The

Board shall provide a written feedback

on whether to agree to convene an

extraordinary or class meeting within

ten days upon receipt of the aforesaid

written request. If the Board agrees to

convene an extraordinary or class

meeting, it will issue a notice about

convening the extraordinary general

meeting and the class meeting within

five days after passing the resolution. If
the notice modifies the original request,

consent shall be obtained from the

relevant shareholder. The aforesaid

amount of shareholding is calculated as

of the day when the relevant shareholder

makes the written request.

(2) If the Board does not agree to convening

an extraordinary general meeting or
provides no feedback within 10 days

af ter receiving the request , the

shareholder who individual ly or

collectively holds more than 10% of

the Company’s shares has the right to

propose convening an extraordinary

general meeting and shall make a

written request to the Supervisory

Committee.
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Where shareholders convene and hold a

meeting because the board of directors failed

to hold such meeting pursuant to a request as

mentioned above, the reasonable expenses

incurred by such shareholders shall be borne

by the Company and shall be set-off against the

sums owed by the Company to the defaulting

directors.

(3) If the Supervisory Committee approves

the request, it will issue a notice about

convening the meeting within five days

of receiving the request. If the notice

modifies the proposed resolution in the

original request, consent must be

obtained from the relevant shareholder.

(4) If the Board is unable or fails to perform

its duties to convene general meetings,

the Supervisory Committee shall

convene and preside such general

meetings; if the deputy chairman is

unable or fails to perform his duties,

more than half of the directors may elect

a director to convene and act as the

chairman of the meeting. If the

Supervisory Committee fails to convene
and preside the general meetings, the

shareholders who individually or

collectively hold more than 10% of the

total shares of the Company for over 90

consecutive days can convene and

preside over the meeting by themselves.

If any general meeting or class meeting is
called by the shareholders themselves, the

shares held by those shareholders shall not be

less than 10% of the total shares of the

Company, before announcing the resolutions

of the meeting.
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If the independent directors or the Supervisory

Commi t t e e r e qu e s t s t o c onven e an

extraordinary general meeting, the following

procedures are required to be followed:

(1) Sign one or more written requests with

the same format and contents, which

reques t the Board to ho ld the

extraordinary general meeting and

explain the topic of the meeting.

Within ten days after receiving the

above-mentioned written request, the

Board must provide written feedback

regarding approval or rejection of the

request.

(2) If the Board approves the request, it

shall provide a notice about convening

the meeting within five days after

passing the resolution. If the notice

modifies the original request, consent

shall be obtained from the original

requester.

(3) If the Board rejects the request from the

independent directors, it shall explain

and make a public announcement of the

relevant reasons.

(4) If the Board rejects the request from the

Supervisory Committee, or provides no

feedback within ten days after receiving

the request, the Board shall be deemed

to be unable to or will not fulfill the

obligations of convening the meeting and

the Supervisory Committee can convene

and preside over the meeting itself.
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If the meeting is convened by the Supervisory

Committee or the shareholders themselves, a

written notice shall be sent to the Board and

kept on file in the branch office of the CSRC

where the Company is situated and in the

relevant stock exchange(s). The Supervisory

Committee and the meeting convener shall

submit relevant supporting documents to the

branch office of the CSRC where the Company

is situated and the relevant stock exchange(s)
when issuing the notice regarding convening

the meeting, as well as an announcement about

the resolution of the meeting.

Where the Supervisory Committee or the

shareholders convene a general meeting, the

Board and secretary to the Board shall provide

necessary assistance. The Board shall provide
the register of the shareholders as recorded on

the relevant registration date. The Company

shall assume the necessary costs of the meeting

where it is convened by the Supervisory

Committee or the shareholders.

Article 73

Shareholders’ general meetings shall be

convened and presided over by the chairman

of the board. Where the chairman of the board

cannot attend such a meeting for any reason,

the meeting shall be convened and presided

over by the vice chairman of the board. Where

both the chairman and the vice chairman of the

board (are unable to attend the meeting, the

board of directors may designate a director of

the Company to convene and preside over the
meeting on its behalf. Where no chairman is

designated, the shareholders attending the

meeting may elect one person to preside over

the meeting. If for any reason the shareholders

are unable to elect a chairman, the shareholder

holding the largest number of voting shares and

attending the meeting (whether in person or by

proxy) shall preside over the meeting.

Article 85

The general meeting shall be convened by the

Board, and the chairman of the Board shall act

as the presider of the meeting. If the chairman

is unable or fails to perform his duties, the

deputy chairman shall convene and act as the

presider of the meeting. In the event that the

deputy chairman is unable or fails to perform

his duties, more than half of the directors may

elect a director to convene and act as the

presider of the meeting.
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If the Board cannot or fails to convene a

general meeting, the Supervisory Committee

shall duly convene and preside; if even the

Supervisory Committee cannot or fails to

convene and preside over a general meeting,

the shareholders individually or jointly holding

more than 10% of the Company’s shares for

more than 90 consecutive days may by

themselves convene and preside over a

general meeting.

A general meeting convened by the Supervisory

Committee itself shall be presided over by the

chief supervisor. Where the chief supervisor

cannot or fails to fulfil the duty thereof, the

majority of the supervisors shall jointly elect a

supervisor to preside.

A genera l meet ing convened by the

shareholders themselves shall be presided over

by a representative elected by the convener. In

the event that no presider is so elected, the

attending shareholders shall elect one person to

act as presider of the meeting; if for any reason

the shareholders cannot elect a presider, the

shareholder (including proxy thereof) holding
the most voting shares among the attending

shareholders shall preside over the meeting.

During the general meeting, if the presider

breaches any procedure rules such that the

general meeting is unable to continue, the

general meeting may elect a person to serve

as the presider for continuing with the meeting

upon obtaining consent of more than 50% of
the shareholders present at the meeting who

have the voting rights.
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Article 74

The chairman of the meeting shall be

responsible for deciding whether or not a

resolution of the shareholders’ general

meeting has been passed. His decision shall

be final and conclusive and shall be announced

at the meeting and recorded in the minutes of

the meeting.

Article 86

The Company shall establish procedure rules of

the general meeting and stipulate in detail the

procedures for convening and voting at the

meeting, including issuing notices, registration,

review of resolutions, voting, counting of votes,

announcement of voting results, reaching

meeting resolutions, meeting minutes, signing

meeting minutes and issuing announcement, as

well as the principles for giving authorisation to

the Board. The procedure rules of the general

meeting shall be appended to the Articles of

Association, and shall be prepared by the Board

and approved by the general meeting.

Article 87

At the annual general meeting, the Board and

the Supervisory Committee shall report on the

work of the past year. Each independent

director shall also prepare a work report on

the exercise of his/her duties.

Article 88

The directors, supervisors and senior executives

shall answer and provide explanations in

response to the shareholders’ inquiries and

suggestions at the general meeting.

Article 89

Before voting, the chairman of the meeting

shall announce the number of shareholders and

proxies present at the meeting, as well as the
total number of shares with voting rights. The

exact number of shareholders and proxies

attending the general meeting and the total

number of shares with voting rights shall be

based on the meeting registration record.
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Article 90

The on-site general meeting shall not end

before the meeting being conducted online or

via other means. The chairman of the meeting

shall announce the voting and poll result of

each resolution, and determine whether a

resolution has been passed pursuant to the

voting results.

Before the voting results are officially

announced, the companies, vote counters,

scrutineers, major shareholders and internet

service providers involved at the on-site

general meeting, the online meeting or any

other voting means shall be obliged to keep the

voting results confidential.

Where the resolutions are not passed or the

general meeting has revised a resolution

reached at the previous general meeting, it

should be specifically noted in the voting

results announcement of the general meeting.

Article 91

For the same right to vote, it is only allowed to

choose one of the on-site, internet or other

voting modes. In case of repeated votes of the

same vote right, the first vote shall prevail.

Article 75

If the chairman of the meeting has any doubt
about the result of a resolution put to the vote,

he may count the number of votes. If the

chairman of the meeting fails to count the

votes, a shareholder or proxy attending the

meeting who challenges the result announced

by the chairman of the meeting shall have the

right to request counting of votes immediately

after such announcement, the chairman of the

meeting shall immediately count the votes.

Article 92

If the presider has any doubt as to the result of
a resolution which has been put to vote at the

general meeting, he may have the ballots

counted. If the presider has not counted the

ballots, any shareholder who is present in

person or by proxy and who objects to the

result announced by the presider may,

immediately after the declaration of the voting

result, demand that the ballots be counted and

the presider shall have the ballots counted

immediately. If ballots are counted at a general

meeting, the counting result shall be recorded

in the meeting minutes.
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Article 76

If votes are counted at a shareholders’ general

meeting, the result of the counting shall be

recorded in the minutes of the meeting.

The minutes of meetings and the attendance

records signed by the attending shareholders
and proxies shall be kept at the Company’s

residence.

Article 93

The general meeting shall file resolutions as

minutes, which should be the responsibility of

the secretary to the Board. The directors,

supervisors, secretary to the Board, meeting

convener or his/her representative and the

presider of the meeting present at the meeting

shall sign the meeting minutes and ensure that

the contents are true, accurate and complete.

Meeting minutes, together with the signature

register of attending shareholders and power of

attorney of attending proxies, shall be kept at

the domicile of the Company for at least 10

years.

The meeting minutes shall include the

following contents:

(1) Meeting time, address, agenda, names of

the meeting conveners;

(2) Name of the chairman of the meeting as

well as the directors, supervisors and
senior executives who attended the

meeting;

(3) Number of shareholders and their

proxies who attended the meeting,

number of shares with voting rights and

its percentage as to the total number of

shares in the Company;

(4) Review process, key points and voting

results of each proposed resolution;

(5) Inquires or proposals of the shareholders

and the replies and explanations;

(6) Names of the lawyers, vote counters and

scrutineers;

(7) Other contents as may be required to be

included in the meeting minutes under

the Articles of Association.
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Article 94

The meeting convener must ensure that the

general meeting continues until the final

decisions are made. If the general meeting is

suspended due to special reasons such as force

majeure or decisions cannot be made, necessary

measures should be taken as soon as possible to

re-convene the meeting or end the present

meeting, and make an announcement promptly.

Meanwhile, the meeting convener shall report

to the local office of the CSRC where the

Company is situated and the relevant stock

exchange.

Article 95

Except for the cumulative voting system, the
general meeting will vote the resolutions one by

one. If there are different resolutions for the

same matter, voting shall be conducted in

accordance to the time sequence of the

resolutions. Except for cases where the

general meeting is suspended or decisions

cannot be made due to special reasons such as

force majeure, the meeting shall not be set

aside or make no votes for such resolution.

When considering the proposed resolutions, the

general meet ing shal l not make any

modifications. Otherwise, the relevant

modifications shall be regarded as a new

resolution, which cannot be subject to voting

at the present meeting.

Article 77 Renumbered as Article 96
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Article 78

Shareholders who hold different classes of

shares shall be class shareholders.

Article 97

Holders of different classes of shares are class

shareholders.

Class shareholders shall enjoy rights and fulfil

obligations pursuant to the laws, administrative

regulations and the Articles of Association. In
appropriate circumstances, the Company shall

ensure enough voting rights for preferred

shareholders.

If the share capital of the Company includes

shares without voting rights, then the said

shares shall be specified as “Without Voting

Right”. If the share capital includes shares with
different voting rights, then each class of shares

(except those with most preferential voting

right) shall be specified as “Restricted Voting

Right” or “Limited Voting Right”.

Article 79

If the Company intends to change or abrogate

the rights of class shareholders, it may do so

only after such change or abrogation has been

approved by a special resolution of the

shareholders’ general meeting and by a

separate shareholders’ general meeting

convened by the shareholders of that class in

accordance with Articles 81 to 85.

Article 98

If the Company intends to change or abrogate

the rights of class shareholders, it may do so

only after such change or abrogation has been

approved by a special resolution of the

shareholders’ general meeting and by a

separate shareholders’ general meeting

convened by the shareholders of that class in

accordance with Articles 100 to 104.
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Article 80

The rights attaching to a particular class of

shares shall be deemed to have been changed or

abrogated in the following conditions:

(1) increase or decrease in the number of

shares of such class, or an increase or
decrease in the number of shares of a

class having voting rights, distribution

rights or other privileges equal or

superior to those of the shares of such

class;

(2) change of all or part of the shares of

such class into shares of another class,
conversion of all or part of the shares of

another class into share of such class or

the grant of the right to such change;

(3) removal or reduction of rights to accrued

dividends or cumulative dividends

attached to shares of such class;

(4) reduction or removal of preferential

rights attached to shares of that class to

receive a dividends or to asset

distribution during liquidation of the

Company;

(5) addition, removal or reduction of share

conversion rights, options, voting rights,

transfer rights, preemptive rights or

rights to acquire securities of the

Company attached to shares of such

class;

(6) removal or reduction of rights to receive

amounts payable by the Company in a

particular currency attached to shares of

such class;

(7) a creation of a new class of shares with

voting rights, distribution rights or other

privileges equal or superior to those of

the shares of that class;

Article 99

The rights attaching to a particular class of

shares shall be deemed to have been changed or

abrogated in the following conditions:

(1) increase or decrease in the number of

shares of such class, or an increase or
decrease in the number of shares of a

class having voting rights, distribution

rights or other privileges equal or

superior to those of the shares of such

class;

(2) change of all or part of the shares of

such class into shares of another class,
conversion of all or part of the shares of

another class into share of such class or

the grant of the right to such change;

(3) removal or reduction of rights to accrued

dividends or cumulative dividends

attached to shares of such class;

(4) reduction or removal of preferential

rights attached to shares of that class to

receive a dividends or to asset

distribution during liquidation of the

Company;

(5) addition, removal or reduction of share

conversion rights, options, voting rights,

transfer rights, preemptive rights or

rights to acquire securities of the

Company attached to shares of such

class;

(6) removal or reduction of rights to receive

amounts payable by the Company in a

particular currency attached to shares of

such class;

(7) a creation of a new class of shares with

voting rights, distribution rights or other

privileges equal or superior to those of

the shares of that class;
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(8) imposition of restrictions or additional

restrictions on the transfer or ownership

of shares of such class;

(9) issuance of rights to subscribe for, or

convert into, shares of such class or

another class;

(10) increase in the rights and privileges of

shares of another class;

(11) restructuring of the Company causes

disproportion distribution of obligations

between shareholders of various classes

during the restructuring; or

(12) amendment to or cancellation of the

provisions of this chapter.

(8) imposition of restrictions or additional

restrictions on the transfer or ownership

of shares of such class;

(9) issuance of rights to subscribe for, or

convert into, shares of such class or

another class;

(10) increase in the rights and privileges of

shares of another class;

(11) restructuring of the Company causes

disproportion distribution of obligations

between shareholders of various classes

during the restructuring; and

(12) amendment to or cancellation of the

provisions of this chapter.

Article 81

In relation to classes of shareholders who are

affected, irrespective of whether they have the

right to vote at shareholders’ general meetings,
they shall have the right to vote at class

meetings of shareholders in respect of matters

referred to in items (2) to (8) or (11) to (12) of

Article 80, except that interested shareholders

shall not have the right to vote at such class

meetings. For the purposes of the preceding

paragraph, the term “interested shareholders”

shall have the following meanings:

For the purposes of the preceding paragraph,

the term “interested shareholders” shall have

the following meanings:

(1) in case of a repurchase of shares by way

of public dealing on a securities

exchange in accordance with Article 25
hereof, the controlling shareholders as

defined in Article 48 hereof shall be

“interested shareholders”;

Article 100

In relation to classes of shareholders who are

affected, irrespective of whether they have the

right to vote at shareholders’ general meetings,
they shall have the right to vote at class

meetings of shareholders in respect of matters

referred to in items (2) to (8) or (11) to (12) of

Article 99, except that interested shareholders

shall not have the right to vote at such class

meetings. For the purposes of the preceding

paragraph, the term “interested shareholders”

shall have the following meanings:

For the purposes of the preceding paragraph,

the term “interested shareholders” shall have

the following meanings:

(1) in case of a repurchase of shares by way

of public dealing on a securities

exchange in accordance with Article 25
hereof, the controlling shareholders as

defined in Article 51 hereof shall be

“interested shareholders”;
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(2) in case of a repurchase of shares by way

of an of f -marke t agreement in

accordance with Article 25 hereof,

holders of shares in relation to such

ag reemen t sha l l be “ in t e r e s t ed

shareholders”;

(3) under a restructuring proposal of the

Company, shareholders who will bear

liability in a smaller proportion than that

of the l iabi l i ty borne by other

shareholders of the same class, or

shareholders who have an interest in a

restructuring proposal of the Company

that is different from the interest in such

res t ruc tu r ing proposa l o f o the r

shareholders of the same class shall be

“interested shareholders”; or

(4) if any shareholder shall disclaim his

voting right or be limited just to vote for

or against appointed special resolutions

on some resolutions of a class of

shareholders, any vote from them or

their proxies that disobey the regulation

or limitation shall not be count as a vote
which has a voting right.

(2) in case of a repurchase of shares by way

of an of f -marke t agreement in

accordance with Article 25 hereof,

holders of shares in relation to such

ag reemen t sha l l be “ in t e r e s t ed

shareholders”;

(3) under a restructuring proposal of the

Company, shareholders who will bear

liability in a smaller proportion than that

of the l iabi l i ty borne by other

shareholders of the same class, or

shareholders who have an interest in a

restructuring proposal of the Company

that is different from the interest in such

res t ruc tu r ing proposa l o f o the r

shareholders of the same class shall be

“interested shareholders”; or

(4) if any shareholder shall disclaim his

voting right or be limited just to vote

for or against appointed special

resolutions on some resolutions of a

class of shareholders, any vote from

them or their proxies that disobey the

regulation or limitation shall not be
count as a vote which has a voting right.

Article 82

Resolutions of a class of shareholders may only

be passed by more than two-thirds of the voting

rights of that class represented at the meeting in

accordance with Article 81 hereof.

Article 101

Resolutions of a class general meeting shall be

approved by votes representing more than two-

thirds of the voting rights of shareholders of

that class present at the meeting who, in

accordance with Article 100, are entitled to

vote at the meeting.

Article 83 Renumbered as Article 102
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Article 84

Notice of a class meeting need only be

delivered to the shareholders entitled to vote

thereat.

The procedures according to which a class

meeting is held shall, be as similar as possible,
follow the procedures according to which a

general shareholders’ meeting is held.

Provisions of the Articles of Association of

the Company relating to procedures for the

holding of a shareholders’ general meeting

shall be applicable to class meetings.

Article 103

Notice of a class meeting need only be

delivered to the shareholders entitled to vote

thereat.

The procedures according to which a class

meeting is held shall, be as similar as possible,
follow the procedures according to which a

shareholders’ general meeting is held.

Provisions of the Articles of Association of

the Company relating to procedures for the

holding of a shareholders’ general meeting shall

be applicable to class meetings.
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Article 85

Apart from the holders of other classes of

shares, holders of Domestic-Invested Shares

and Overseas-Listed Foreign-Invested Shares

shall be deemed to be holders of different

classes of shares.

The special procedures for approval by a class

of shareholders shall not apply in the following

circumstances:

(1) where, upon the approval by a special

resolution of the shareholders’ general

meeting, the Company issues, either

separately or concurrently, Domestic-
Invested Shares and Overseas-Listed

Foreign-Invested Shares once every 12

months, not more than 20 percent of the

existing issued of the respective classes;

or

(2) where the plan for issuance of Domestic-

Invested Shares and Overseas-Listed
Foreign-Invested Shares upon the

establishment of the Company is

completed within 15 months from the

date of approval by the State Council

Securities Commission.

Article 104

Apart from the holders of other classes of

shares, holders of Domestic-Invested Shares

and Overseas-Listed Foreign-Invested Shares

shall be deemed to be holders of different

classes of shares.

The special procedures for approval by a class

of shareholders shall not apply in the following

circumstances:

(1) where, upon the approval by a special

resolution of the shareholders’ general

meeting, the Company issues, either

separately or concurrently, Domestic-
Invested Shares and Overseas-Listed

Foreign-Invested Shares once every 12

months, not more than 20 percent of the

existing issued of the respective classes;

or

(2) where the plan for issuance of Domestic-

Invested Shares and Overseas-Listed
Foreign-Invested Shares upon the

establishment of the Company is

completed within 15 months from the

date of approval by the State Council

Securities Commission.

(3) Shares (including domestic and foreign

shares) already issued but not listed of

the Company, after approval from the
securities regulatory authority under the

State Council, are converted to overseas

listed shares.
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Article 105

Directors shall be elected at general meetings

for a term of three years, which is renewable

upon re-election when it expires. Before the

expiration, the general meeting cannot

terminate their services without cause.

The chairman and vice chairman shall be

elected and removed by more than half of all

the directors, shall serve a term of three years,

is eligible for re-election.

The term of office of the directors is calculated

from the date of appointment to the expiration

of this session of the Board. In cases where the
tenure expires and the reelection is not

conducted promptly, the existing original

directors shall, before the newly elected

directors take office, perform their duties in

acco rdance w i t h t h e r e l evan t l aws ,

administrative regulations, departmental rules

and the Articles of Association.

Senior executives may also serve as directors.

The number of directors also serving as senior

executives or employee representatives shall

not be more than one half of the total number

of directors of the Company.

Directors need not hold shares of the Company.
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Article 106

The candidates for directors shall generally be

proposed by the Board of the Company at the

general meetings. The shareholders and the

Supervisory Committee of the Company are

entitled to nominate candidates for director

pursuant to the Articles of Association.

A notice of the intention to nominate a person

as director and a notice by that person

indicating his acceptance of such nomination

shall be given to the Company at least seven

days in advance; the deadline for giving the

said notice shall be calculated from the second

day after Company issues the notice of election

meeting and shall not be later than seven days

before convening of the meeting.

The notice of the meeting shall carry full

information about the resume of the director

candidates, reasons for election of them and the

candidates’ attitudes toward the nomination.

Article 107

In cases where a director, without reasons, has

not attended the Board meeting without prior

approval of the Board twice consecutively, and

did not appoint another director to attend the

meeting on his/her behalf, such director is

deemed to be unable to perform his/her duties.

The Board shall propose to dismiss such

director at the general meeting.
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Article 108

A director may resign prior to the expiration of

his term by tendering a written resignation to

the Board. The Board shall disclose the relevant

information within two days.

If the number of directors of the Board falls
below the quorum as a result of any

resignation, such resignation shall not become

effective until the vacancy resulting from such

resignation is filled up by a succeeding director.

The remaining directors shall convene an

extraordinary general meeting as soon as

possible to elect a director to fill the vacancy

caused by the said resignation.

Article 109

In cases where a director resignation takes

effect or his/her tenure expires, he/she shall

complete the handing-over procedures with the

Board. His/her duty of loyalty owed to the

Company and the shareholders shall not be

relieved absolutely after the tenure expires and

shall remain valid for three years after the
resignation takes effect or after his/her tenure

expires.

Article 110

Without the authorisation stipulated under the

Articles of Association or of the Board, any

director shall not act in his/her own name on

behalf of the Company or the Board. In cases

where a director is acting in his/her own name

and the third party may reasonably believe that

the director is acting on behalf of the Company

or the Board, the director shall declare his/her

position and capacity in advance.
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Article 111

In cases where the directors have breached the

relevant laws, administrative regulations,

depar tment ru les or the Ar t ic les of

Association when exercising their duties and

causes the Company to incur a loss, they shall

be liable to compensate accordingly.

Article 112

Any director who has left his office without

authorization before his term of office expires

and thereby caused the Company to incur a loss

shall be liable for compensation to the

Company.

A general meeting may dismiss a director

(including a director serving concurrently as

general manager or other director) within his

term of office by an ordinary resolution

provided that the re levant laws and

administrative regulations are observed

(however, the said director’s claim for

compensation under any contract shall not be

affected).

Article 113

If the term of office of a director expires but re-

election is not made responsively or if any

director resigns during his term of office so that

the membership of the Board falls short of the

quorum, the said director shall continue

fulfilling the duties as director pursuant to

relevant laws, administrative regulations and

the Articles of Association until a new director

is elected.
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Article 114

Independent directors are directors who do not

hold any position in the Company other than as

director, member or chairman of the special

committee of the Board and do not maintain

with the Company or i ts substant ia l

shareholders a connection which may possibly

hamper their independent and objective

judgments. Independent directors must make

up at least a third of the Board and must consist

of at least three members. The Company shall

have at least one independent director who shall

have appropriate professional qualifications or

have appropriate accounting or related financial

management expertise and shall have at least

one independent director who ordinarily lives in

Hong Kong.

Article 115

An independent director shall meet the

qu a l i f i c a t i o n s a nd r e qu i r emen t s o n

independence as stipulated in laws, regulations

and the listing rules of the place where the

Company’s shares are listed.

Article 116

An independent director may resign before his

term of office expires.

If at any time the Company’s independent

director does not comply with the number,

qualifications or requirements on independence

as stipulated in the listing rules of the place

where the Company’s shares are listed, the

Company shall notify the securities regulatory

authorities of the place where the Company’s

shares are listed responsively, give relevant

reasons and details in the form of public

announcemen t s , and appo in t enough

independent directors to meet the requirements

of the listing rules of the place where the
Company’s shares are listed within three

months after the said incompliance.
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Article 117

An independent director shall perform his

duties pursuant to laws, regulations and the

listing rules of the place where the Company’s

shares are listed.

Article 118

The Company formulates a working system for

independent directors, which specifies their

qualifications, nomination, election and

replacement and rights and obligations and is

subject to the approval of general meetings.

Article 119

Matters regarding independent directors and not
specified herein shall be governed by relevant

requirements on directors in laws, regulations,

the listing rules of the place where the

Company’s shares are listed and the Articles

of Association.

Article 86

The Company shall have a board of directors.

The board of directors shall be composed of no

more than 15 directors.

Article 120

The Company shall have a board of directors.

The board of directors shall be composed of no

more than 15 directors.

Independent directors may directly report to the

general meeting, CSRC and other relevant

regulatory authorities.
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Article 87

Directors shall be elected at the shareholders’

general meeting each for a term of 3 years. At

each annual general meeting, one-third of

directors for the time being, or, if their

number is not a multiple of three, then the

number nearest to but not exceeding one-third,

shall retire from office by rotation provided

that every Director including those appointed

for a specific term, shall be subject to

retirement by rotation at least once every

three years.

A written notice of intention to nominate a

person for election as director and a written

notice of acceptance of such nomination given

by such person shall be given to the Company

7 days prior to a shareholder’s meeting. The

written notice shall be given no earlier than the

day after the dispatch of the notice of the

meeting appointed for such election and end no

later than seven days before the date of such

meeting.

The number of directors that do not

concurrently hold posts in the Company shall

be more than one half of the whole number of

the directors of the Company. And the

Company shall appoint at least three

independen t non-execu t ive d i r ec to r s ,

constituting not less than one-third of the

Board of Directors, including at least one who

has the profess ional qual i f ica t ion or

professional knowledge in accounting or
relevant financial management in accordance

with the Listing Rules.

The chairman of the board and the vice

chairman of the board shall be elected and

removed by more than half of all the directors.

The chairman of the board and the vice

chairman of the board shall serve a term of 3
years and may serve consecutive terms if

reelected upon the expiration of their terms.

To be deleted
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Subject to compliance with the relevant laws

and regulations, the shareholders in general

meeting may by ordinary resolution remove any

director of the board whose term has not

expired. (But the right to claim pursuant to

any agreements shall be not affected thereby.)

Board of directors shall have the right to

appoint any one to be the director for filling

up a vacant position or be an extra member at

any time provided that the number of the

directors shall not exceed the number decided

by the shareholders in general meetings from

time to time. Any appointed director shall be

reelected at the first shareholders’ annual

general meeting right after his appointment.

Directors need not be shareholders of the

Company.

Article 88

The board of directors shall be accountable to

the shareholders’ general meeting and shall

exercise the following functions and powers:

(1) to be responsible for convening

shareholders’ general meetings and to

report on its work to the shareholders’

general meeting;

(2) to implement the resolutions of

shareholders’ general meetings;

(3) to decide on the business plans and

investment plans of the Company;

(4) to formulate the proposed annual

financial budgets and final accounts of

the Company;

(5) to formulate the plans for profit

distribution and making up losses of

the Company;

Article 121

The board of directors shall be accountable to

the shareholders’ general meeting and shall

exercise the following functions and powers:

(1) to be responsible for convening

shareholders’ general meetings and to

report on its work to the shareholders’

general meeting;

(2) to implement the resolutions of

shareholders’ general meetings;

(3) to decide on the business plans and

investment plans of the Company;

(4) to formulate the proposed annual

financial budgets and final accounts of

the Company;

(5) to formulate the plans for profit

distribution and making up losses of

the Company;
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(6) to formulate plans for the increase of

reduction in the registered capital of the

Company and for the issue of Company

bonds;

(7) to draft plans for the merger, division or

dissolution of the Company;

(8) to appoint or renew the manager of

Company, appoint or renew the deputy

manager(s) and personnel in charge of

financial affairs as proposed by the

manager, and to decide on the their

remuneration;

(9) to formulate the basic management
system of the Company;

(10) to formulate proposals to amendment to

the Articles of Association of the

Company;

(11) other functions and powers conferred by

the shareholders’ general meeting; and

(12) to decide any investment, including

establishment of subsidiary companies

or acquire shares or share rights of other

companies, except as provided by (a)

laws and/or regulations in the PRC; (b)

l aws and /o r regu la t ions in the

jurisdictional area in which the

Company’s shares list; (c) detailed

rules of organization constitution of the

Company; (d) relevant governments and/

or authorities.

Resolutions by the board of directors on

matters referred to in the preceding paragraph

may be passed by the affirmative vote of a

simple majority of the directors other than the

resolutions on matters referred to in items (6),

(7), (11) and (12), which shall require the

affirmative vote of more than two-thirds of the

directors.

(6) to formulate plans for the increase of

reduction in the registered capital of the

Company and for the issue of Company

bonds;

(7) to prepare plans on the Company’s

substantial acquisition or acquisition of

the Company’s shares or the Company’s

merger, division or dissolution or change

of corporate form of the Company;

(8) within the scope of authorization from

the general meeting, to resolve on

external investment, acquisition or

disposal of assets, pledge of assets,

external guarantee, entrusted wealth

management or connected transactions

of the Company etc;

(9) to resolve on the buyback of the

C om p a n y ’ s s h a r e s u n d e r t h e

circumstances as provided in (3), (5)

and (6) of Article 24 of the Articles of

Association;

(10) to decide on the internal management

structure of the Company;

(11) To appoint or dismiss the Company’s

general manager; to appoint or dismiss

the Company’s vice president, chief

financial officer and other senior

executives as nominated by the general
m a n a g e r a n d d e t e rm i n e t h e i r

remunerations;

(12) To work out the basic management

system of the Company;
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(13) To formula te the plan for any

amendmen t t o t h e Ar t i c l e s o f

Association;

(14) Manage information disclosure of the

Company;

(15) Propose to the general meeting to
appoint or replace the accounting firm

which conduct audi t ing for the

Company;

(16) Listen to the work report of the general

managers and inspect the tasks managed

by the general managers;

(17) To exercise other functions and powers

as stipulated by laws, regulations and the

listing rules of the place where the

Company’s shares are l is ted or

conferred by the general meetings and

the Articles of Association.

Unless the relevant laws and regulations, these

Articles or any other internal systems of the

Company stipulate otherwise, resolutions by the

board of directors on matters referred to in the

preceding paragraph may be passed by the

affirmative vote of a simple majority of the

directors other than the resolutions on matters

referred to in items (6), (7) and (13), which

shall require the affirmative vote of more than

two-thirds of the directors. The directors shall
perform their duties in accordance with laws

and administrative regulations of the state, the

listing rules of the place where the Company’s

shares are listed, the Articles of Association

and resolutions of general meetings.
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Article 89

When the board of directors disposes of fixed

assets and the aggregate amount of the

expected value of the consideration for the

proposed disposal and the value of the

consideration for disposal of fixed assets

made in the four months immediately

preceding the proposed disposal exceeds 33

percent of the value of the fixed assets shown

in the latest balance sheet placed before the

shareholders’ general meeting, the board of

directors may not dispose of the fixed assets

without the prior approval of the shareholders’

general meeting.

For the purposes of this Article, the term

“disposal of fixed assets” shall include the

transfer of an interest in assets, but does not

include usage of fixed assets for the provision

of security.

The validity of transactions whereby the

Company disposes of fixed assets shall not be

affected by the first paragraph hereof.

Article 122

The Board shall establish procedure rules for

the Board to ensure that it implements the

resolutions of the general meeting, improve the

working efficiency and ensure scientific

decision-making.
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Article 123

In cases when the Company makes investment

to other enterprises or provides guarantees to

others, the Board is responsible for making

decisions unless otherwise specified in the

Articles of Association, laws, regulations or

listing rules of place where the Company’s

shares are listed. The Board shall determine the

limitation of authority for external investment

and external guarantee, establish a stringent

review and decision-making procedure, and

report to the general meeting for approval.

Subject to the Articles of Association, laws and

regulations, and relevant listing rules of the

place where the Company’s shares are listed,

the general manager or the operating

management of the Company are entitled to
review and decide on external investment and

external guarantee within their scope of

limitation of authority in accordance with the

authorization by the Board and the relevant

management systems of the Company.

However, if the Company provides guarantee

for the Company’s shareholders or actual

controllers, it shall be resolved at the general

meeting.

Shareholders regulated in above articles or

controlled by the actual controller being

subject to above articles shall not participate

in the voting of matters regulated in above

articles. The voting should be made by the

majority of other shareholders present.
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Article 124

The Board shall not dispose of or agree to

dispose of any fixed assets without approval by

the general meeting if the sum of the expected

value of the fixed assets to be disposed of and

the value derived from the disposal of fixed

assets within four months before such proposal

to dispose of the fixed assets exceeds 33% of

the value of the fixed assets as shown on the

latest audited balance sheet considered and

approved by the general meeting.

Disposals of the fixed assets mentioned herein

include transfer of certain asset interests, but do

not include guarantee provided by pledge of

fixed assets.

The effectiveness of the Company’s disposal of

the fixed assets shall not be affected by any

breach of the foregoing provisions in Paragraph

1 herein.

Article 125

The chairman of the Board shall exercise the

following functions and powers:

(1) To preside over general meetings and to

convene and preside over board

meetings;

(2) To examine the implementation of the

resolutions of the Board;

(3) To sign the securities certificates issued

by the Company;

(4) To exercise other functions and powers

conferred by the Board or the listing

rules of the place where the Company’s

shares are listed.

If the chairman is unable to perform his duties,

such duties shall be performed in proxy by the

vice chairman designated by the chairman.
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Article 126

Board meetings include regular meetings and

provisional meetings. Board meetings shall be

held at least four times a year and shall be

convened by the chairman. Notice of the

regular meeting of the Board shall be given at

least 14 days in advance and that of a

provisional meeting shall be given at least

five days in advance. Notice deadlines of the

said meetings may be exempted upon the

consent of directors of the Company. Where a

provisional board meeting needs to be

convened in emergency, the notice of meeting

may be sent by telephone or by other verbal

means, but the convener shal l make

explanations at the meeting.

An extraordinary board meeting may be held,

if:

(1) Proposed by shareholders representing

more than 10% of the voting rights;

(2) Jointly proposed by more than one-third

of the directors;

(3) Proposed by the Supervisory Committee;

(4) Deemed necessary by the chairman of

the Board;

(5) Jointly proposed by more than half of

the independent directors;

(6) Proposed by the general manager;

(7) Required by the securities regulatory

authorities to be held;
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(8) Other situation as required by these

Articles, the Company Law or the

listing rules of the place where the

Company’s shares are listed.

The chairman shall convene and preside over a

board meeting within 10 days after receipt of

the resolution.

Article 127

The Board shall send the notice of a regular or

provisional meeting by personal delivery, mail,

fax or telephone.

Notice of meeting shall be deemed to have been

served to any director who attends the meeting

without raising any objection before or during

the meeting that he has not received the notice

of meeting.

Any regular or provisional meeting of the

Board may be held by telephone conference,

video conference or similar communication

equipment so long as all directors present at

the meeting can clearly hear and communicate

with each other. All directors who have

attended the meeting in such ways shall be

deemed to be personally present at the meeting.

Save otherwise specified by laws and

regulations or the listing rules of the place

where the Company’s shares are listed, the

Board may pass written resolution(s) in lieu of

board meeting. A written motion shall be

deemed as having been adopted upon affixing

of signature by directors reaching the quorum

of the properly constituted and convened Board

as stipulated by laws, regulations and the

Articles of Association. Such written motions

shall be filed together with meeting minutes of

the Board and other archives of the Company
and shall have the same binding effect and

validity as the resolutions made by directors

attending board meetings in person.
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Article 128

Unless otherwise provided herein, board

meetings shall be held only if more than half

of the directors (including directors attending

the meeting on behalf of others pursuant to

Article 129 of the Articles of Association) are

present.

Every director shall have the right to one vote.

Unless otherwise provided in the Articles of

Association, a resolution of the Board must be

passed by the majority of the directors of the

Company. If pros and cons are equal, the

chairman shall be entitled to an additional vote.

Article 129

Directors shall attend board meetings in person.

In the event that a director is unable to attend a

meeting for any reason, he may appoint another

director by a written power of attorney to

attend the meeting on his behalf. The power of

attorney shall set out the scope of the

authorization.

The director attending the meeting as proxy

shall exercise rights within the scope of

authorization. Where a director is not present

at a board meeting and fails to authorize a

proxy to act on his behalf, the said director

shall be deemed to have waived his rights to

vote at the meeting.
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Article 130

The Board and any committee thereof shall file

resolutions of meetings as minutes and record

in detail the matters considered and the

decisions arrived at the meetings, including

any questions or objections raised by the

directors. After conclusion of a board

meeting, the initial and finalized meeting

minutes shall be sent to all the directors in

due time, with the initial ones to be commented

on by the directors and the final ones to be

recorded.

Minutes shall be signed by all attending

directors and the person taking the minutes.

The meeting minutes shall be kept for at least

10 years. The directors shall be responsible for

the resolutions passed at board meetings. Any

director who votes for a resolution which runs

counter to the relevant laws, administrative

regulations or the Articles of Association,

thereby causing serious losses to the

Company, shall be liable for compensation. A

director who has been proved as having

expressed dissent ing opinions on the
resolution and such opinions are recorded in

the minutes of the meeting can be exempt from

liability.

The independent directors’ opinions shall be set

out in the resolutions of board meetings.
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Article 90

The chairman of the board shall exercise the

following functions and powers:

(1) to preside over shareholders’ general

meetings and to convene and preside

over meetings of the board of directors;

(2) t o s u p e r v i s e a n d i n s p e c t t h e

implementation of resolutions of the

board of directors;

(3) to sign certificates of securities issued by

the Company; and

(4) other functions and powers granted by

the board of directors.

If the chairman of the board is unable to

perform his functions, he may designate the

vice chairman of the board to perform such
functions on his behalf. If both the chairman

and the vice-chairman are unable to perform

their functions, the chairman may designate a

director to perform such functions on his

behalf.

To be deleted

Article 91

Meetings of the board of directors shall be held

at least twice a year. Meetings of the board of

directors shall be convened by the chairman of

the board by giving a notice to all directors no

later than 5 days prior to the meeting. When

there is an urgent matter, an extraordinary

meeting of the board of directors may be

convened if it is so requested by more than one

third of the directors or by the Company’s

general manager.

To be deleted
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Article 92

Notice of meetings and extraordinary meetings

of the board of directors shall be delivered in

person, or by facsimile, express mail service or

registered mail. The time limit for delivery of

such notice shall be at least 10 days before

convening the relevant meeting.

To be deleted

Article 93

Meetings of the board of directors shall be held

only if more than half of the directors are

present.

Each director shall be entitled to one vote.

Resolutions of the board of directors must be

passed by the affirmative vote of more than

half of all the directors.

A director shall not vote at a meeting of the

directors on any resolution approving any

contract or arrangement or any other proposal

in which he or any of his associates has a

material interest nor shall he be counted in the

quorum present at the meeting, unless for:

(1) (a) giving him a guarantee, security,

indemnity in respect of money

lent to, or an obligation incurred

by him for benefit or at the

request of, the Company or any

of its subsidiaries;

(b) the giving of a guarantee or

indemnity or the giving of any

security by the director solely or

jointly with others in favour of a

third party for the Company or

any of its subsidiaries in respect

of their liabilities or obligations.

To be deleted
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(2) his interest or any interest of his

associates arises by virtue of his or his

associate(s) being, or intending to

b e c ome , a p a r t i c i p a n t i n t h e

underwriting or sub-underwriting of an

offer of any shares in or debentures or

other securities of the Company or any

other company in which the Company

may promote or be interested in for

subscription, purchase or exchange;

(3) an arrangement for the benefit of

employees of the Company or any of

its subsidiaries, including:

(i) the adoption, modification or

operation of any employee’s

share scheme or share incentive

scheme or share option scheme

under which the director may

benefit; or

(ii) the adoption, modification or

operation of a pension fund, or

retirement, death or disability

benefits scheme, which relates

both to directors and employees

of the Company or any of its

subsidiaries and does not provide

in respect of any director as such

privi lege or advantage not

generally accorded to the class

of persons to which such scheme

or fund relates.

(4) any contract or arrangement in which the

director(s) is interested in the same

manner as other holders of shares or

debentures or other securities of the

Company by virtue only of his/their

interest in shares or debentures or other

securities of the Company.
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Article 94

Meetings of the board of directors shall be

attended by the directors in person. If a director

cannot attend a meeting for any reason, he may

entrust another director in writing to attend the

meeting on his behalf. The instrument of

entrustment shall specify the scope of authority.

A director who attends a meeting on behalf of

another director shall exercise the rights of a

director within the scope of authority granted.

If a director fails to attend a meeting of the

board of directors and has not appointed a

representative to attend on his behalf, he shall

be deemed to have waived his voting rights in

that meeting.

In respect of any matter to be determined at an

extraordinary board meeting and where written

notice of the matters to be determined at such

meeting have been sent to all directors, and the

number of directors who have signified their

consent thereto reaches the number required in

Article 93 for passing a resolution, a valid

resolution shall be deemed to be passed by the

board of directors without having to hold the

meeting.

To be deleted
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Article 95

The board of directors shall keep minutes of

resolution passed at board meetings. The

directors present at a meeting and the person

taking minutes shall sign the minutes of that

meeting. The directors shall be liable for the

resolution of the board of directors. Where a

resolution of the board of directors is in

violation of laws, administrative regulations or

the Company’s Articles of Association, thereby

causing serious losses to the Company, the

directors who took part in the passing of such

resolution shall be liable to the Company for

damages. However, where a director can prove

that he expresses his objection to such

resolution when it is voted, and that such

objection is recorded in the minutes of the
meeting, the director may be released from

such liability.

The board of directors shall set up special

committees to help it fulfil the duties as

authorised by the board of directors. The

special committees under the board of

directors are audit committee, remuneration
committee and nomination committee. The

special committees shall be accountable to the

board of directors, and shall consist of

directors. In the audit committee, the

remuneration committee and the nomination

committee, independent directors shall be the

majority in number and shall be the chairman

of such committee, and the audit committee

shall comprise at least one accounting

professional as independent director. Where

necessary, the board of directors may also set

up other committees and adjust the existing

committees. The board of directors shall

formulate rules of procedures for respective

special committees.

To be deleted
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Article 96

The Company shall have a secretary to the

board of directors. The secretary to the board of

directors shall be a member of the senior

management staff of the Company.

Article 131

The Company shall have a secretary to the

Board. The secretary to the Board shall be a

member of the senior management staff of the

Company. The secretary shall be for a term of

three years, which is renewable upon expiry.

Article 97

The secretary to the board of directors shall be

a natural person with the necessary professional

knowledge and experience. He shall be

appointed by the board of directors. His main

duties shall be as set forth below.

(1) to guarantee that the Company has

complete organizational documents and

records;

(2) to ensure that the Company prepares and

submits according to law the documents

and reports required by relevant

authorities; and

(3) to guarantee that the Company’s register

of shareholders is properly maintained

and that persons entitled to relevant

records and documents of the Company

may obtain such relevant records and

documents in a timely manner.

Article 132

The secretary to the Company’s Board shall be

a natural person who has the requisite

professional knowledge and experience, shall

be appointed or removed by the Board, and

shall be accountable to the Board. The major

duties of the secretary shall be:

(1) to guarantee that the Company has

complete organizational documents and

records;

(2) to ensure that the Company prepares and

submits according to law the documents

and reports required by relevant

authorities; and

(3) to guarantee that the Company’s register

of shareholders is properly maintained

and that persons entitled to relevant

records and documents of the Company

may obtain such relevant records and

documents in a timely manner; and

(4) To exercise other functions and powers

as conferred by the Board as well as

other functions and powers as required

by the place where the Company’s

shares are listed.
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Article 98

Directors or other senior management staff of

the Company may concurrently hold the office

of secretary to the board of directors. No

accountant of the accounting firm hired by the

Company may concurrently hold the office of

secretary to the board of directors.

If the office of secretary to the board of

directors is held by a director of the Company

and a certain act is to be done by the board of

directors and the secretary to the board of

directors separa te ly , the person who

concurrently holds the offices of director and

secretary to the board of directors may not

perform such act in dual capacity.

Article 133

Directors or senior management staff of the

Company may concurrently hold the office of

secretary to the Board. No accountant of the

accounting firm hired by the Company may

concurrently hold the office of secretary to the

Board.

If the office of secretary to the Board is held by

a director of the Company and a certain act is

to be done by the board of directors and the

secretary to the board of directors separately,

the person who concurrently holds the offices

of director and secretary to the Board may not

perform such act in dual capacity.

Article 99

The Company shall have one general manager

who shall be appointed or dismissed by the

board of directors. The board of directors can

appoint a director to act as general manager

concurrently.

Article 134

“Senior executives” as defined in this Article

include general manager, vice general manager,

secretary to the Board, personnel in charge of

financial affairs and other staff appointed by

the Board as senior management staff.

The Company shall have one general manager,

who shall be appointed and dismissed by the

Board, several vice general managers and one

chief financial officer, who shall be appointed

or dismissed by the Board as nominated by the

general manager.

Upon approval of the Board of the Company, a

director may serve concurrently as senior

executives.

Senior executives shall serve a term of three

years and may be reappointed for consecutive

terms if re-elected.
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Article 100

The general manager of the Company shall be

accountable to the board of directors and shall

exercise the following functions and powers;

(1) To be in charge of the production,

operation and management of the
Company and t o o rgan i z e t h e

implementation of the resolutions of the

board of directors;

(2) to organize the implementation of the

Company’s annual business plans and

investment plans;

(3) to draft plan for establishment of the

Company’s internal management

organization;

(4) t o d r a f t t h e Company ’ s b a s i c

management system;

(5) to formulate the basic rules and

regulations of the Company;

(6) to propose the employment and

dismissal of the deputy general

manager of the Company and personnel

in charge of financial affairs;

(7) to hire or dismiss management personnel

other than those to be hired or dismissed

by the board of directors; and

(8) other functions and powers conferred by

the Company’s Articles of Association

and the board of directors.

Article 135

The general manager of the Company shall be

accountable to the board of directors and shall

exercise the following functions and powers;

(1) To be in charge of the production,

operation and management of the
Company and t o o rg an i z e t h e

implementation of the resolutions of the

board of directors;

(2) to organize the implementation of the

Company’s annual business plans and

investment plans;

(3) to prepare the plan for the internal

management setup of the Company;

(4) t o d r a f t t h e Company ’ s b a s i c

management system;

(5) to formulate the basic rules and

regulations of the Company;

(6) to propose to appoint or dismiss the vice

general manager, chief financial officer

and other senior executives of the

Company;

(7) to appoint or dismiss executives other

than those appointed or dismissed by the

Board;

(8) other functions and powers conferred by

the Company’s Articles of Association

and the board of directors.

Article 101

The general manager shall attend meetings of

the board of directors, but if he is not a

director, he shall not have the right to vote at

such meetings.

Article 136

The general manager shall attend meetings of

the board of directors, but if he does not hold

the office of director concurrently, he shall not

have the right to vote at such meetings.
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Article 102

In the exercise of his functions and powers, the

general manager shall perform his duties

honestly and diligently and in accordance with

laws, administrative regulations and the

Company’s Articles of Association.

Article 137

In the exercise of his functions and powers, the

general manager shall perform his duties

honestly and diligently and in accordance with

laws, administrative regulations and the

Company’s Articles of Association.

Article 103

The Company shall have a board of

supervisors.

Article 138

The Company shall have a supervisory

committee. The supervisory committee is a

standing supervisory body and is responsible

for supervising directors, board of directors,

general manager and other senior management

personnel.

Article 104 Renumbered as Article 139

Article 105

The board of supervisors shall be composed of

2 shareholders’ representatives and 1

representative of the Company’s staff and

workers. The shareholders’ representatives

shal l be elected or removed by the

shareholders’ general meeting, and the

representative of the Company’s staff and
workers shall be democratically elected or

removed by the Company’s staff and workers.

Supervisors who do not concurrently hold posts

in the Company shall be more than half of the

supervisors of the Company. And the Company

shall appoint at least two independent

supervisors who are independent of the
shareholders of the Company and do not hold

any post in the Company.

Article 140

The supervisory committee shall be composed

of 2 shareholders’ representatives and 1

representative of the Company’s employees.

The supe rv i s o r s f r om sha r eho l d e r s ’

representatives shall be elected or removed by

the general meeting, and the supervisors from

the representatives of the Company’s
employees shall be democratically elected or

removed by the Company’s employees.

Article 106

The Company’s directors, general manager and

personnel in charge of financial affairs may not

serve concurrently as supervisors.

Article 141

The Company’s di rec tors and senior

management may not serve concurrently as

supervisors.
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Article 107

Meetings of the board of supervisors shall be

held at least once a year. The chairman of the

board of supervisors shall be responsible for

convening meetings of the board of supervisors.

Article 142

Meetings of the Supervisory Committee include

regular meetings and provisional meetings.

Regular meet ings of the Supervisory

Committee shall be held at least once every

six months, and shall be convened and presided

over by the chairman of the Supervisory

Committee. Any supervisor may propose that

a provisional meeting of the Supervisory

Committee be held. If the chairman of the

Supervisory Committee fails to or is unable to

perform and exercise his functions and powers,

a meeting of the Supervisory Committee shall

be convened and presided over by a supervisor

jointly nominated by more than half of all

supervisors.

Article 108

The board of supervisors shall be accountable

to the shareholder’s general meeting and

exercise the following functions and powers

according to laws:

(1) to examine the Company’s financial
affairs;

(2) to supervise the Company’s directors,

the general manager and other senior

management staff to see whether they

violate any laws, regulations or the

Company’s Articles of Association

during their performance of Company
duties;

(3) to require a director, the general

manager or other senior management

staff of the Company to rectify an act

if such act is harmful to the Company’s

interests;

Article 143

The Supervisory Commit tee shal l be

accountable to the shareholder’s general

meeting and exercise the following functions

and powers according to laws:

(1) to examine the Company’s financial
affairs;

(2) to supervise the Company’s directors and

senior management staff to see whether

they violate any laws, regulations or the

Company’s Articles of Association

during their performance of Company

duties;

(3) to require a director or senior

management staff of the Company to

rectify an act if such act is harmful to

the Company’s interests;
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(4) to verify financial information such as

financial reports, business reports, profit

distribution plans, etc. that the board of

directors intends to submit to the

shareholders’ general meeting and, if in

doubt, to authorize, in the name of the

Company, a registered accountant or

practicing auditor to assist in reviewing

such information;

(5) to propose the holding of extraordinary

shareholders’ general meetings;

(6) to represent the Company in negotiating

with or instituting legal proceedings

against director; and

(7) other function and powers provided for

in the Articles of Association of the

Company.

Supervisors shall attend meetings of the board

of directors as attendants.

(4) to verify financial information such as

financial reports, business reports, profit

distribution plans, etc. that the board of

directors intends to submit to the

shareholders’ general meeting and, if in

doubt, to authorize, in the name of the

Company, a registered accountant or

practicing auditor to assist in reviewing

such information;

(5) to propose the holding of extraordinary

shareholders’ general meetings;

(6) to represent the Company in negotiating

with or instituting legal proceedings

against director or senior management

personnel;

(7) to review and opine on the regular

report.

(8) other function and powers provided for

in the Articles of Association of the

Company.

Supervisors are entitled to attend, present

suggestions on or make inquiries meetings of

the board of directors.

Article 109

The resolutions of the board of supervisors
shall be passed by votes and such resolutions

must be in writing.

The resolutions shall be passed by the

affirmative vote of more than two third of

supervisors.

Article 144

The resolutions of the Supervisory Committee
shall be passed by votes and such resolutions

must be in writing. Each supervisor has one

vote.

The resolutions shall be passed by the

affirmative vote of more than two third of

supervisors.
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Article 145

Records shall be made for all meetings of the

Supervisory Committee. Minutes shall be

signed by all attending supervisors and the

person taking the minutes. The meeting minutes

of the Supervisory Committee shall be kept as

archives of the Company by an ad hoc person

designated by the chairman of the Supervisory

Committee. The meeting minutes shall be kept

for at least 10 years.

Article 110 Renumbered as Article 146

Article 111

Supervisors shall faithfully perform their

supervisory duties in accordance with laws,

administrative regulations and the Company’s

Articles of Association.

Article 147

Supervisors shall faithfully perform their

supervisory duties in accordance with laws,

administrative regulations and the Company’s

Articles of Association. Any supervisor who, in

the course of carrying out his/her duty, runs

counter to the relevant laws, administrative

regulations, binding documents or the Articles

of Association, thereby causing losses to the

Company, shall be liable for compensation.

Article 112

None of the following persons may serve as a

director, supervisor, general manager or other

senior management staff of the Company:

(1) persons without capacity or with limited

capacity for civil acts;

(2) persons who were sentenced for crimes

of corruption, bribery, encroachment or

embezzlement of property or disruption

of the social and economic order where

five years have not lapsed following the

serving of the sentence, or persons who

were deprived of their political rights for

committing a crime where five years

have not lapsed following the serving of
the sentence;

Article 148

None of the following persons may serve as a

director, supervisor or senior management staff

of the Company:

(1) persons without capacity or with limited

capacity for civil acts;

(2) persons who were sentenced for crimes

of corruption, bribery, encroachment or

embezzlement of property or disruption

of the social and economic order where

five years have not lapsed following the

serving of the sentence, or persons who

were deprived of their political rights for

committing a crime where five years

have not lapsed following the serving of
the sentence;
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(3) directors, or factory directors or

managers who bear personal liability

for the bankruptcy or liquidation of

their Companies or enterprises where

three years have not lapsed following the

date of completion of such bankruptcy

or liquidation;

(4) the legal representatives of Companies

or enterprises that had their business

licenses revoked shut down for breaking

the law, where such representatives bear

individual liability therefor and three

years have not lapsed following the

date of revocation of such business

licenses;

(5) persons with relatively heavy individual

debts that have not been settled upon

maturity;

(6) persons whose cases have been

established for investigation by the

judicial authorities as a result of

violation of the criminal law, and have

not been closed;

(7) persons who may not act as leaders of

enterprises by virtue of laws and

administrative regulations;

(8) non-natural persons; and

(9) persons ruled by a relevant organization

in charge to have violated securities-

related regulations, where such violation

involved fraudulent or dishonest acts and

five years have not lapsed following the

date of the ruling.

(3) directors, or factory directors or general

managers who bear personal liability for

the bankruptcy or liquidation of their

Companies or enterprises where three

years have not lapsed following the date

of completion of such bankruptcy or

liquidation;

(4) the legal representatives of Companies

or enterprises that had their business

licenses revoked shut down for breaking

the law, where such representatives bear

individual liability therefor and three

years have not lapsed following the

date of revocation of such business

licenses;

(5) persons with relatively heavy individual

debts that have not been settled upon

maturity;

(6) persons whose cases have been

established for investigation by the

judicial authorities as a result of

violation of the criminal law, and have

not been closed;

(7) persons who may not act as leaders of

enterprises by virtue of laws and

administrative regulations;

(8) non-natural persons; and

(9) persons ruled by a relevant organization

in charge to have violated securities-

related regulations, where such violation

involved fraudulent or dishonest acts and

five years have not lapsed following the

date of the ruling.
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Article 113

The validity of an act of a director, general

manager or other senior management staff of

the Company on behalf of the Company

towards a bona fide third party shall not be

affected by any irregularity in his current

position, election or qualifications.

Article 149

The validity of an act of a director, senior

management staff of the Company on behalf of

the Company towards a bona fide third party

shall not be affected by any irregularity in his

current position, election or qualifications.

Article 114

In addition to duties imposed by laws,

administrative regulations or listing rules of

the stock exchange(s) on which shares of the

Company are listed, the Company’s directors,

supervisors, general manager and other senior

management staff shall own a duty to each

shareholder in the exercise of the functions and
powers extracted to them by the Company:

(1) not to cause the Company to act beyond

the scope of business stipulated in its

business license;

(2) to act honestly in the best interests of the

Company;

(3) not to deprive the Company’s property

in any way, including (but not limited

to) any opportunities that are favorable

to the Company; and

(4) not to deprive shareholders of their

individual rights or interests, including

(but not limited to) rights to distributions

and voting rights, unless pursuant to a

restructuring of the Company submitted

to and adopted by the shareholders’

general meeting in accordance with the

Articles of Association of the Company.

Article 150

In addition to duties imposed by laws,

administrative regulations or listing rules of

the place where the Company’s shares are

listed, the Company’s directors, supervisors and

senior management staff shall own a duty to

each shareholder in the exercise of the

functions and powers extracted to them by the
Company:

(1) not to cause the Company to act beyond

the scope of business stipulated in its

business license;

(2) to act honestly in the best interests of the

Company;

(3) not to deprive the Company’s property

in any way, including (but not limited

to) any opportunities that are favorable

to the Company; and

(4) not to deprive shareholders of their

individual rights or interests, including

(but not limited to) rights to distributions

and voting rights, unless pursuant to a

restructuring of the Company submitted

to and adopted by the shareholders’

general meeting in accordance with the

Articles of Association of the Company.
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Article 115

The Company’s directors, supervisors, general

manager and other senior management staff

shall have an obligation, in the exercise of their

rights or discharge of their duties, to exercise

such due care, diligence and skill that a

reasonably and prudent person would exercise

under similar circumstances.

Article 151

The Company’s directors, supervisors and other

senior management staff shall have an

obligation, in the exercise of their rights or

discharge of their duties, to exercise such due

care, diligence and skill that a reasonable and

prudent person would exercise under similar

circumstances.

Article 116

The Company’s directors, supervisors, general

manager and other senior management staff

must, in the exercise of their duties, abide by

the principles of honesty and creditability and

shall not place themselves in a position where

there is a conflict between their personal

interests and their duties. This principle shall

include (but not limited to) the fulfillment of

the following duties:

(1) to act honestly in the best interests of the

Company;

(2) to exercise powers within the scope of

their functions and powers and not to act

beyond such powers;

(3) to personally exercise the discretion

vested in him, not to allow himself to
be manipulated by another person and,

not to delegate the exercise of his

discretion to another party unless

permitted by laws and administrative

regulations or with the consent of the

shareholder’ s general meeting that has

been informed;

(4) to be impartial to shareholders of the

same class and of different classes;

Article 152

The Company’s directors, supervisors and

senior management staff must, in the exercise

of their duties, abide by the principles of

honesty and creditability and shall not place

themselves in a position where there is a

conflict between their personal interests and

their duties. This principle shall include (but

not limited to) the fulfillment of the following

duties:

(1) to act honestly in the best interests of the

Company;

(2) to exercise powers within the scope of

their functions and powers and not to act

beyond such powers;

(3) to personally exercise the discretion

vested in him, not to allow himself to
be manipulated by another person and,

not to delegate the exercise of his

discretion to another party unless

permitted by laws and administrative

regulations or with the consent of the

shareholder’ s general meeting that has

been informed;

(4) to be impartial to shareholders of the

same class and of different classes;
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(5) not to conclude a contract or enter into a

transaction or arrangement with the

Company except as otherwise provided

for in the Articles of Association of the

Company;

(6) not to use Company property for his

own benefit in any way without the

consent of the shareholders’ general

meeting that has been informed;

(7) not to use his functions and powers as a

means to accept bribes or other forms of

illegal income, and not to illegally

expropriate Company property in any

way, including but not limited to, any

opportunities that are favorable to the

Company;

(8) not to accept commissions in connection

with Company transactions without the

consent of the shareholders’ general

meeting that has been informed;

(9) to abide by the Articles of Association

of the Company, perform his duties

faithfully, protect the interests of the

Company and not to seek personal gain

with his position, functions and powers

in the Company;

(10) not to compete with the Company in any

way without the consent of the
shareholders’ general meeting that has

been informed;

(11) not to embezzle Company funds or lend

them to others, not to deposit Company

assets in accounts opened in his own or

in another’s name, and not to use

Company assets as security for the
debts of Company shareholders or other

individuals; and

(5) not to conclude a contract or enter into a

transaction or arrangement with the

Company except as otherwise provided

for in the Articles of Association of the

Company;

(6) not to use Company property for his own

benefit in any way without the consent

of the shareholders’ general meeting that

has been informed;

(7) not to use his functions and powers as a

means to accept bribes or other forms of

illegal income, and not to illegally

expropriate Company property in any

way, including but not limited to, any

opportunities that are favorable to the

Company;

(8) not to accept commissions in connection

with Company transactions without the

consent of the shareholders’ general

meeting that has been informed;

(9) to abide by the Articles of Association of

the Company, perform his duties

faithfully, protect the interests of the

Company and not to seek personal gain

with his position, functions and powers

in the Company;

(10) not to compete with the Company in any

way without the consent of the
shareholders’ general meeting that has

been informed;

(11) not to embezzle Company funds or lend

them to others, not to deposit Company

assets in accounts opened in his own or

in another’s name, and not to use

Company assets as security for the
debts of Company shareholders or other

individuals; and
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(12) not to disclose confidential information

relating to the Company that has been

acquired by him during his office

without the consent of the shareholders’

general meeting that has been informed,

and not to use such information except

in the interests of the Company;

however, such information may be

disclosed to the court or other

government authorities if:

(a) provided for by law;

(b) required for the public interest; or

(c) required for the own interest of
such director, supervisor, general

m a n a g e r o r o t h e r s e n i o r

man ag emen t s t a f f o f t h e

Company.

(12) not to disclose confidential information

relating to the Company that has been

acquired by him during his office

without the consent of the shareholders’

general meeting that has been informed,

and not to use such information except

in the interests of the Company;

however, such information may be

disclosed to the court or other

government authorities if:

(a) provided for by law;

(b) required for the public interest; or

(c) required for the own interest of
such director, supervisor or senior

man a g emen t s t a f f o f t h e

Company.

- I-110 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 117

A director, a supervisor, the general manager or

other senior management staff of the Company

may not direct the following persons or

organizations (“connected persons”) to do

what such director, supervisor, general

manager or other senior management staff

may not do:

(1) The spouse or minor child of such

director, supervisor, general manager or

other senior management staff of the

Company;

(2) The trustee of a director, supervisor,
general manager or other senior

management staff of the Company or

of any person referred in item (1) hereof;

(3) The partner of a director, supervisor,

general manager or other senior

management staff of the Company or

of any person referred in items (1) and
(2) hereof;

(4) The company over which a director,

supervisor, general manager or other

senior management staff of the

Company, alone or jointly with any

person referred to in items (1), (2) and

(3) hereof or any other director,

supervisor, general manager or other
senior management staff of the

Company, has actual control; and

(5) A director, a supervisor, the general

manager or other senior management

staff of a company being controlled as

referred to in item (4) hereof.

Article 153

A director, a supervisor or senior management

staff of the Company may not direct the

following persons or organizations (“connected

persons”) to do what such director, supervisor

or senior management staff may not do:

(1) The spouse or minor child of such

d i r e c t o r , s u p e r v i s o r o r s e n i o r

management staff of the Company;

(2) The trustee of a director, supervisor or

senior management staff of the Company

or of any person referred in item (1)

hereof;

(3) The partner of a director, supervisor or

senior management staff of the Company

or of any person referred in items (1)

and (2) hereof;

(4) The company over which a director,

supervisor or senior management staff of

the Company, alone or jointly with any

person referred to in items (1), (2) and

(3) hereof or any other director,

supervisor or senior management staff

of the Company, has actual control; and

(5) A director, a supervisor or senior

management staff of a company being

controlled as referred to in item (4)

hereof.
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Article 118

The fiduciary duties of the Company’s

directors, supervisors, general manager and

other senior management staff do not

necessarily cease with the termination of their

office. Their confidentiality obligation in

relation to the Company’s trade secrets shall

remain upon termination of their office. The

term for which other duties shall continue shall

be decided upon in accordance with the

principle of fairness, depending on the time

lapse between the termination and the

occurrence of the matter as well as the

circumstances and conditions under which the

relationship with the Company terminates.

Article 154

The fiduciary duties of the Company’s

directors, supervisors and senior management

staff do not necessarily cease with the

t e rm i n a t i o n o f t h e i r o f f i c e . T h e i r

confidentiality obligation in relation to the

Company’s trade secrets shall remain upon

termination of their office. The term for which

other duties shall continue shall be decided

upon in accordance with the principle of

fairness, depending on the time lapse between

the termination and the occurrence of the matter

as well as the circumstances and conditions

under which the relationship with the Company

terminates.

Article 119

A director, a supervisor, the general manager or

other senior management staff of the Company

may be relieved from liability for a specific

breach of duties with the informed consent

given at the shareholders’ general meeting,

except in circumstances as specified in Article

47.

Article 155

A director, a supervisor or senior management

staff of the Company may be relieved from

liability for a specific breach of duties with the

informed consent given at the shareholders’

general meeting, except in circumstances as

specified in Article 50.
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Article 120

If a director, a supervisor, the general manager

or other senior management staff of the

Company has direct or indirect vested

material interest in a contract, transaction or

arrangement concluded or planned by the

Company (except for his employment contract

with the Company), he shall disclose the nature

and extent of his interest to the board of

directors at the earliest opportunity, whether or

not the matter is normally subject to the

approval of the board of directors.

Unless the interested director, supervisor,

general manager or other senior management

staff of the Company has disclosed such

interest to the board of directors as required

under the preceding paragraph hereof and the

matter has been approved by the board of

directors at a meeting in which be was not

counted as part of the quorum and had

refrained from voting, the contract, transaction

or management is violable by the Company,

except the other parry is a bona fide party

acting without knowledge of the breach of
obligation by the interested director, supervisor,

general manager or other senior management

staff.

A director, a supervisor, the general manager or

other senior management staff of the Company

shall be deemed to have an interest in any

contact, transaction or arrangement in which a

connected person of that director, supervisor,
general manager or other senior management

staff has an interest.

Article 156

If a director, a supervisor or senior management

staff of the Company has direct or indirect

vested material interest in a contract,

transaction or arrangement concluded or

planned by the Company (except for his

employment contract with the Company), he

shall disclose the nature and extent of his

interest to the board of directors at the earliest

opportunity, whether or not the matter is

normally subject to the approval of the board

of directors.

Unless the interested director, supervisor or

senior management staff of the Company has

disclosed such interest to the board of directors

as required under the preceding paragraph

hereof and the matter has been approved by

the board of directors at a meeting in which be

was not counted as part of the quorum and had

refrained from voting, the contract, transaction

or management is violable by the Company,

except the other parry is a bona fide party

acting without knowledge of the breach of

obligation by the interested director, supervisor
or senior management staff.

A director, a supervisor or senior management

staff of the Company shall be deemed to have

an interest in any contact, transaction or

arrangement in which a connected person of

that director, supervisor or senior management

staff has an interest.
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Article 121

If a director, a supervisor, the general manager

or other senior management staff of the

Company gives a written notice to the board

of directors before the conclusion of the

contract, transaction or arrangement is first

considered by the Company, stating that due to

the contents of the notice, he has an interest in

the contract, transaction or arrangement that

may subsequently be made by the Company,

such director, supervisor, general manager or

other senior management staff of the Company

shall be deemed for the purposes of the

preceding Articles of this part to have

declared his interest, insofar as attributable to

the scope stated in the notice.

Article 157

If a director, a supervisor or senior management

staff of the Company gives a written notice to

the board of directors before the conclusion of

the contract, transaction or arrangement is first

considered by the Company, stating that due to

the contents of the notice, he has an interest in

the contract, transaction or arrangement that

may subsequently be made by the Company,

such director, supervisor or senior management

staff of the Company shall be deemed for the

purposes of Article 156 to have declared his

interest, insofar as attributable to the scope

stated in the notice.

Article 122

The Company may not in any manner pay tax

on behalf of its directors, supervisors, general

manager and other senior management staff.

Article 158

The Company may not in any manner pay tax

on behalf of its directors, supervisors and senior

management staff.
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Article 123

The Company may not directly or indirectly

provide a loan or loan security for its directors,

supervisors, general manager, other senior

management staff, those of its parent

company, or connected persons of the above-

mentioned persons.

The provisions of the preceding paragraph shall

not apply to the following circumstances:

(1) The provision of a loan or loan security

by the Company for a subsidiary of the

Company;

(2) The provision of a loan or loan security

or other funds by the Company to a

director, a supervisor, the general

manager or other senior management

staff of the Company under an

employment contract approved by the

shareholders’ general meeting, so as to

enable him to pay the expenses incurred
for the sake of the Company or for the

performance of his duties for the

Company; and

(3) The provision of a loan or loan security

by the Company to a relevant director, a

supervisor, the general manager or other

senior management staff of the Company

or to a connected person thereof on
normal commercial terms, if the ordinary

business scope of the Company includes

the lending of money or the provision of

loan security.

Article 159

The Company may not directly or indirectly

provide a loan or loan security for its directors,

supervisors, senior management staff, those of

its parent company, or connected persons of the

above-mentioned persons.

The provisions of the preceding paragraph shall

not apply to the following circumstances:

(1) The provision of a loan or loan security

by the Company for a subsidiary of the

Company;

(2) The provision of a loan or loan security

or other funds by the Company to a

director , a supervisor or senior

management staff of the Company

under an employment contract approved

by the shareholders’ general meeting, so

as to enable him to pay the expenses

incurred for the sake of the Company or

for the performance of his duties for the
Company; and

(3) The provision of a loan or loan security

by the Company to a relevant director, a

supervisor or other senior management

staff of the Company or to a connected

person thereof on normal commercial

terms, if the ordinary business scope of

the Company includes the lending of
money or the provision of loan security.

Article 124

A loan provided by the Company in violation

of the preceding article shall be immediately
repayable by the recipient of the loan,

regardless of the terms of the loan.

Article 160

A loan provided by the Company in violation

of the Article 159 shall be immediately
repayable by the recipient of the loan,

regardless of the terms of the loan.
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Article 125

The Company may not be forced to provide a

loan guarantee provided by the Company in

violation of the first paragraph of Article

123(1), except:

(1) When the loan is provided to a
connected person of a director, a

supervisor, the general manager or

other senior management staff of the

Company in violation of the Company or

its parent company, the loan provider is

not aware of the condition; and

(2) The collateral provided by the Company
has been lawfully sold by the loan

provider to a bona fide purchaser.

Article 161

The Company may not be forced to provide a

loan guarantee provided by the Company in

violation of the first paragraph of Article

159(1), except:

(1) When the loan is provided to a
connected person of a director, a

supervisor, or senior management staff

of the Company in violation of the

Company or its parent company, the

loan provider is not aware of the

condition; and

(2) The collateral provided by the Company
has been lawfully sold by the loan

provider to a bona fide purchaser.

Article 126 Renumbered as Article 162
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Article 127

If a director, a supervisor, the general manager

or other senior management staff of the

Company breaches his duties to the Company.

The Company shall, in addition to any rights

and remedies provided for by laws and

administrative regulations, have a right to:

(1) require the relevant director, supervisor,

general manager or other senior

management staff to compensate for the

losses sustained by the Company as a

consequence of his breach of duty;

(2) rescind any contract or transaction
concluded by the Company with the

relevant director, supervisor, general

manager or other senior management

staff and contracts or with a third party

(where such third party is aware or

should be aware that the director,

supervisor, general manager or other

senior management staff representing

the Company was in breach of his

duties to the Company);

(3) require the relevant director, supervisor,

general manager or other senior

management staff to surrender the gains

derived from the breach of his duties;

(4) recover any funds received by the
relevant director, supervisor, general

manager or other senior management

staff that should have been received by

the Company, including (but not limited

to) commissions; and

(5) require the relevant director, supervisor,

general manager or other senior
management staff to return the interest

earned or may have been earned on the

funds that should have been given to the

Company.

Article 163

If a director, a supervisor or senior management

staff of the Company breaches his duties to the

Company. The Company shall, in addition to

any rights and remedies provided for by laws

and administrative regulations, have a right to:

(1) require the relevant director, supervisor

o r sen io r managemen t s t a f f to

compensate for the losses sustained by

the Company as a consequence of his

breach of duty;

(2) rescind any contract or transaction

concluded by the Company with the
relevant director, supervisor or senior

management staff and contracts or with a

third party (where such third party is

aware or should be aware that the

d i r e c t o r , s u p e r v i s o r o r s e n i o r

management staff representing the

Company was in breach of his duties to

the Company);

(3) require the relevant director, supervisor

or senior management staff to surrender

the gains derived from the breach of his

duties;

(4) recover any funds received by the

relevant director, supervisor or senior

management staff that should have been
received by the Company, including (but

not limited to) commissions; and

(5) require the relevant director, supervisor

or senior management staff to return the

interest earned or may have been earned

on the funds that should have been given

to the Company.
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Article 128

The Company shall conclude a written contract

with each director and supervisor of the

Company concerning his emoluments. Such

con t r a c t s h a l l b e app roved by t h e

shareholders’ general meeting before it is

entered into. The aforementioned emoluments

shall include:

(1) Emoluments in respect of his service as

a director , supervisor or senior

management staff of the Company;

(2) Emoluments in respect of his service as

a director , supervisor or senior
management staff of a subsidiary of the

Company;

(3) Emoluments in respect of other services

provided by him to the management of

the Company or any subsidiary of the

Company; and

(4) Funds as compensation for the directors

and supervisors’ loss of office or

retirement.

A director or supervisor may not sue the

Company for benefits due to him on the basis

of the above-mentioned matters, except

pursuant to the aforementioned contract

concerning his emoluments.

Article 164

The Company shall conclude a written contract

with each director and supervisor of the

Company concerning his emoluments. Such

con t r a c t s h a l l b e app r oved by t h e

shareholders’ general meeting before it is

entered into. The aforementioned emoluments

shall include:

(1) Emoluments in respect of his service as

a director , supervisor or senior

management staff of the Company;

(2) Emoluments in respect of his service as

a director , supervisor or senior
management staff of a subsidiary of the

Company;

(3) Emoluments in respect of other services

provided by him to the management of

the Company or any subsidiary of the

Company; and

(4) Funds as compensation for the directors

and supervisors’ loss of office or

retirement.

A director or supervisor may not sue the

Company for benefits due to him on the basis

of the above-mentioned matters, except

pursuant to the aforementioned contract

concerning his emoluments.
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Article 129

The Company shall specify in the contract

concluded with a director or supervisor of the

Company concerning his emoluments that in

the event of a takeover of the Company, a

director or supervisors of the Company shall,

subject to prior approval of the shareholders’

general meeting, have the right to receive the

compensation or other funds obtainable for loss
of office or retirement, For the purposes of the

preceding paragraph, the term “a takeover of

the Company” shall refer to any of the

following circumstances:

(1) Anyone makes a general offer to all the

shareholders; or

(2) Anyone makes a general offer so that the

offer becomes a controlling shareholder

as defined in Article 48 hereof.

If the relevant director or supervisor has failed

to comply with this Article, any fund received

by him shall belong to those persons that have

sold their shares as a result of their acceptance
of the above-mentioned offer, and the expenses

incurred in distribution of such fund on a pro

rata basis shall be borne by the relevant

director or supervisor and may not be paid

out of such fund.

Article 165

The Company shall specify in the contract

concluded with a director or supervisor of the

Company concerning his emoluments that in

the event of a takeover of the Company, a

director or supervisors of the Company shall,

subject to prior approval of the shareholders’

general meeting, have the right to receive the

compensation or other funds obtainable for loss
of office or retirement, For the purposes of the

preceding paragraph, the term “a takeover of

the Company” shall refer to any of the

following circumstances:

(1) Anyone makes a general offer to all the

shareholders; or

(2) Anyone makes a general offer so that the

offer becomes a controlling shareholder

as defined in Article 51 hereof.

If the relevant director or supervisor has failed

to comply with this Article, any fund received

by him shall belong to those persons that have

sold their shares as a result of their acceptance
of the above-mentioned offer, and the expenses

incurred in distribution of such fund on a pro

rata basis shall be borne by the relevant director

or supervisor and may not be paid out of such

fund.

Article 130 Renumbered as Article 166
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Article 131

The Company shall prepare financial reports at

the end of each fiscal year. Such reports shall

be examined and certified according to law.

Article 167

The Company shall prepare an annual financial

and accounting report within four months from

the end of the previous financial year, prepare a

semi-annual financial and accounting report

within two months from the end of the first

six months of the present financial year,

prepare quarterly financial and accounting

reports within one month from the end of the

first three months and the first nine months

respectively of the present financial year, and

submit them to the relevant regulatory

authorities in accordance with the relevant

laws. The financial reports of the Company

shall include the following financial statements

and accessory documents:

(1) Balance sheet;

(2) Income statement;

(3) Cash flow statement;

(4) Notes to financial statements;

(5) Profit distribution statement.

The fiscal year of the Company is Gregorian

calendar year, i.e. from 1 January to 31

December every year. The Company shall use
Renminbi as the recording currency and the

accounts shall be written in Chinese.

Article 132

The board of directors of the Company shall

place before the shareholders at each annual

shareholder’s general meeting such financial

reports as relevant laws, administrative

regulations and directions promulgated by the

local government and the authorities-in-charge

require the Company to prepare.

Article 168

The board of directors of the Company shall

place before the shareholders at each annual

general meeting such financial reports as

relevant laws, administrative regulations and

directions promulgated by the local government

and the authorities-in-charge require the

Company to prepare.
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Article 133

The financial reports of the Company shall be

made available for inspection by shareholders

20 days prior to an annual shareholder’s

general meeting. Each shareholder of the

Company shall have the right to obtain a

copy of the financial reports referred to in

this Part.

The Company shall send copies of the said

reports to each holder of Overseas-Listed

Foreign-Invested Shares by prepaid mail at

the recipient’s address as shown on the register

of shareholders.

Article 169

The financial reports of the Company shall be

made available for inspection by shareholders

20 days prior to an annual general meeting.

Each shareholder of the Company shall have

the right to obtain a copy of the financial

reports referred to in this Part.

The Company shall, at least 21 days before

convening of the annual general meeting, send

by prepaid mail to all holders of overseas listed

foreign shares the aforesaid reports or directors’

reports and the balance sheet (including each

document required by laws and regulations to

be attached to the balance sheet) and income

statement or income and expenditure statement;

and the addresses of addressees shall be those

recorded in the shareholders’ register.

Article 134

The financial statements of the Company shall

be prepared not only in accordance with the

PRC’s accounting standards, laws and

regulations but also in accordance with
international accounting standards or the

accounting standards of the place(s) outside

the PRC where shares of the Company are

listed. If there are major differences in the

financial statements prepared in accordance

with these two sets of accounting standards,

such differences shall be stated in notes

appended to such financial statements. For

purposes of the Company’s distribution of

after-tax profits in a given fiscal year, the

smaller amount of after-tax profits shown in the

above-mentioned two kinds of financial

statements shall be adopted.

Article 170

The financial statements of the Company shall

be prepared in accordance with the PRC’s

accounting standards, laws and regulations and

may also be prepared in accordance with
international accounting standards or the

accounting standards of the place(s) outside

the PRC where shares of the Company are

listed. If there are major differences in the

financial statements prepared in accordance

with these two sets of accounting standards,

such differences shall be stated in notes

appended to such financial statements. For

purposes of the Company’s distribution of

after-tax profits in a given fiscal year, the

smaller amount of after-tax profits shown in the

above-mentioned two kinds of financial

statements shall be adopted.
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Article 135

Interim results or financial information

published or disclosed by the Company shall

be prepared in accordance with the PRC’s

accounting standards, laws and regulations as

well as international standards or the

accounting standards of the place(s) outside

the PRC where shares of the Company are

listed.

Article 171

Interim results or financial information

published or disclosed by the Company shall

be prepared in accordance with the PRC’s

accounting standards, laws and regulations and

may also be prepared in accordance with

international standards or the accounting

standards of the place(s) outside the PRC

where shares of the Company are listed.

Article 136

The Company shall publish two financial

reports every fiscal year, namely an interim

financial report within 60 days after the end of

the first six months of each fiscal year and an

annual financial report within 120 days after

the end of each fiscal year.

Article 172

The Company shall publish two financial

reports every fiscal year, namely an interim

financial report within 60 days after the end of

the first six months of each fiscal year and an

annual financial report within 120 days after the

end of each fiscal year.

If the place where the Company’s shares are

listed has other provisions, such provisions

shall prevail.

Article 137 Renumbered as Article 173
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Article 138

The capital common reserve fund shall include

the following:

(1) the premiums on shares issued at a

premium price; and

(2) other revenue required by the State

Council’s department in charge of

finance to be included in the capital

common reserve fund.

The common reserve fund of the Company

shall be used as follows:

(1) compensating loss;

(2) expending the capacity of operation and

production; and

(3) increasing capital by converting common

reserve fund into capital upon approval

by a shareholders’ resolution. When

such conversion takes place, the

Company shall either distribute new

shares in proportion to the existing

shareholders’ number of shares, or

increase the par value of each share

provided that the balance of the statutory

common reserve fund may not be less
than 25% of the registered capital.

The dividends shall be distributed twice a year,

the shareholders’ general meeting shall

authorize the board of directors by way of

ordinary resolution to declare and pay the

interim and final dividends.

Article 174

The capital common reserve fund shall include

the following:

(1) the premiums on shares issued at a

premium price; and

(2) other revenue required by the State

Council’s department in charge of

finance to be included in the capital

common reserve fund.
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Article 175

The common reserve fund of the Company

shall be used as follows:

(1) compensating loss;

(2) expending the capacity of operation and

production; and

(3) increasing capital by converting common

reserve fund into capital upon approval

by a shareholders’ resolution. When such

conversion takes place, the Company

shall either distribute new shares in

proportion to the existing shareholders’

number of shares, or increase the par

value of each share provided that the

balance of the statutory common reserve

fund may not be less than 25% of the

registered capital.

The dividends shall be distributed twice a year,

the shareholders’ general meeting shall

authorize the board of directors by way of

ordinary resolution to declare and pay the

interim and final dividends.
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Article 139

The Company may distribute dividends in the

following forms:

(1) cash; and

(2) shares.

The dividends and other payments to be paid to

holders of Domestic-Invested Shares shall be

calculated and declared in Renminbi, and be

paid for in Renminbi. The dividends and other

payments to be paid to holders of Overseas-

Listed Foreign-Invested Shares shall be

calculated and declared in Renminbi, and be

paid for in the local currency of the place

where such foreign shares are listed (If such

shares are listed in more than one markets, the

dividends and other payments shall be paid by

the currency of the principal listing place

decided by the board of directors.)

The payment of dividends and other payments

to holders of Overseas-Listed Foreign-Invested

Shares shall be made in accordance with the

PRC laws and regulations on foreign exchange

control. If there is no applicable regulation, the

exchange rate shall be the average closing rate

for the relevant foreign currency as announced

by the People’s Bank of China one week before

the announcement of payment of dividends and

other payments.

Where power is taken to retrieve unclaimed

dividends, that power shall only be exercised

after the expiration of the applicable limitation

period.

Article 176

The Board, the Supervisory Committee and the

general meeting shall consider the opinions of

the independent non-executive directors,

external supervisors and minority shareholders

when determining and evaluat ing the

Company’s profit distribution policy.

The Company shall implement continuous,

stable, scientif ic and proactive profit

distribution policies, and attach importance to

the provision of reasonable return to

shareholders and ensure the continuity and

stability of profit distribution policy.

(I) The Company’s profit distribution policy

1. The Company may use cash,

shares, combination of cash and

shares or other forms as permitted

by the laws and regulations in

making profit distribution, and

give priority to the provision of
cash dividends. Profit distribution

shall not exceed the cumulative

distributable profit or damage the

Company’s continuous operation

capability;

2. Subject to the prevailing laws and

regulations as well as any

regulatory rules, the profit
distributed by the Company in

the form of cash every year shall

be not less than 10% of the

distributable profit realized in

that year;
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3. While ensur ing i ts normal

bus iness deve lopmen t , the

Comp a n y a d h e r e s t o t h e

principle of giving priority to the

provision of cash dividends when

making profit distribution; no

s h a r e d i v i d e n d s m a y b e

distributed if no cash dividends

were made during the year. The

Board is obliged to put forward a
cash dividend proposal and it

should explain the proposed use

or the principles for using the

distributable profit realized but

not distributed in the current year;

4. In the event that the Board fails to

put forward a cash dividend
proposal due to major investment

plans or major cash expenditures

or other reasons, it must explain

the reasons and the specific use of

the retained profits in the profit

distribution proposals;

5. If the Board believes that the
Company has relatively good

future growth potential, relatively

high net asset value per share, and

that the Company’s share price

does not match its share capital or

that distributing share dividends

conforms to the overall interests

of all shareholders, it may draw

up share dividend distribution

proposals subject to compliance

with its cash dividend policies;

6. T h e C om p a n y g e n e r a l l y

distributes profits annually; the

Board may also put forward

in t e r im pro f i t d i s t r i bu t ion

proposals in accordance with the

Company’s profit conditions and

funding needs.
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(II) The Company’s differentiated cash

dividend policy The Board shall

distinguish the following situations and

put forward differentiated cash dividend

policies in accordance with the

procedures specified by the Articles of

Associat ion, by comprehensively

considering the Company’s industry

features, development stage, mode of

opera t ion , prof i t level and any
a r r a n g emen t o n ma j o r c a p i t a l

expenditure:

1. In the case where the Company is

at a mature stage of development

and there is no major capital

expenditure arrangement, cash

dividends shall account for at
least 80% of the current profit

distribution;

2. In the case where the Company is

at a mature stage of development

and there is major capital

expenditure arrangement, cash

dividends shall account for at
least 40% of the current profit

distribution;

3. If the Company is at the growth

stage and there is major capital

expenditure arrangement, cash

dividends shall account for at

least 20% of the current profit

distribution.

In the case where the Board believes that

it is not easy to distinguish the

Company’s development stages but

there is major capital expenditure

a r r angemen t , p rov i s ions in the

preceding paragraphs shall apply.
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(III) The Company’s review procedures on

profit distribution

1. The Board shall formulate a profit

distribution plan;

2. The profit distribution plan

approved by the Board shall not
be implemented until i t is

approved at the general meeting;

3. In the case where the Board fails

to make a cash dividend plan or

its cash dividend distribution plan

does not comply with the

C o m p a n y ’ s A r t i c l e s o f
Association, the Board must

explain the reasons and the use

of retained profits in its periodic

report, the independent non-

executive directors shall provide

their independent opinions in this

regard;

4. The Supervisory Committee shall

supervise the profit distribution

plans formulated by the Board. It

has the right to require the Board

to make rectifications if the Board

fails to make cash dividend

distribution plans in accordance

with the Company’s Articles of

Association or the cash dividend

distribution plans made by the

Board do not comply with the

C o m p a n y ’ s A r t i c l e s o f

Association;
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5. If it is necessary to adjust profit

distribution policies due to any

major change to the business

environment or the Company’s

internal operating conditions, the

Board shall formulate new profit

distribution policies and the

independent directors shall give

their opinions in this regard. The

new profit distribution policies
formulated by the Board shall be

submitted to the general meeting

for review and shall not be

implemented until it is approved

by more than 2/3 of the voting

rights held by the shareholders

who attend the general meeting.

Voting at the general meeting

shall be conducted in the form

of on-site vote and online vote to

f a c i l i t a t e t h e m i n o r i t y

shareholders’ participation in the

formulation or modification of the

profit distribution policies.

The Company shall calculate, declare and pay

dividends and other amounts which are payable

to holders of domestic shares in Renminbi. The

Company shall calculate, declare and pay

dividends and other amounts which are

payable to holders of Overseas-Listed

Foreign–Invested Shares in Renminbi, and

shall pay such amounts in currency of the

place where these Overseas–Listed Foreign–

Invested Shares are listed. (or, if there is more

than one such place, of the place where the

Overseas–Listed Foreign–invested shares
maintain a primary listing as determined by

the Board.)
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The payment of dividends and other payments

to holders of Overseas-Listed Foreign-Invested

Shares shall be made in accordance with the

PRC laws and regulations on foreign exchange

control. If there is no applicable regulation, the

exchange rate shall be the average closing rate

for the relevant foreign currency as announced

by the People’s Bank of China one week before

the announcement of payment of dividends and

other payments.

Where power is taken to retrieve unclaimed

dividends, that power shall only be exercised

after the expiration of the applicable limitation

period.

- I-130 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 140

The Company shall appoint receiving agents

for holders of Overseas-Listed Foreign-Invested

Shares to collect on behalf of the relevant

shareholders the dividends declared and other

payments in respect of Overseas-Listed

Foreign-Invested Shares.

The receiving agents appointed by the

Company shall meet the requirements of the

laws of the place(s), or the relevant regulations

of the securities exchange(s), where the shares

are listed.

The receiving agents appointed by the holders
of Overseas-Listed Foreign-Invested Shares

listed in Hong Kong shall be a company

registered as a trust company under the

Trustee Ordinance of Hong Kong.

Article 177

The Company shall appoint receiving agents for

holders of Overseas-Listed Foreign-Invested

Shares to collect on behalf of the relevant

shareholders the dividends declared and other

payments in respect of Overseas-Listed

Foreign-Invested Shares.

The receiving agents appointed by the

Company shall meet the requirements of the

laws of the place(s), or the relevant regulations

of the securities exchange(s), where the

Company’s shares are listed.

The receiving agents appointed by the holders
of Overseas-Listed Foreign-Invested Shares

listed in Hong Kong shall be a company

registered as a trust company under the

Trustee Ordinance (Chapter 29 of the laws of

Hong Kong) of Hong Kong.

The Company shall have the right to stop

sending dividend coupons by post to a holder of
overseas listed foreign shares when the

dividend coupons are not cashed for two

consecutive times. However, the Company

may also exercise such a right when the

dividend coupons are returned after they are

sent to the addressee for the first time.

Regarding exercise of right to issue warrants to

anonymous holders, the Company shall not
issue any new warrant to replace the lost one,

unless it is sure beyond reasonable doubt that

the original warrant has been destroyed.
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The Company shall have the right to sell the

shares of the holders of overseas listed foreign

shares who cannot be reached in a manner

deemed as appropriate by the Board, but it shall

comply with the following conditions:

(1) Dividends have been distributed for the

said shares for at least three times in 12

years, but are not claimed in the said

period; and

(2) Upon expiry of the 12-year period, the

Company shall announce its intent to sell

the shares in one or more newspapers at

the place where the Company’s shares

are listed, and notify the stock exchange

on which the said shares are listed.

Provided that the relevant PRC laws and

regulations are observed, the Company may

exercise the right to seize dividends not

collected, but the said right shall not be

exercised before expiry of the applicable

validity period.

Monies paid for any shares before dunning

shall have dividends, but the holders of shares

are not entitled to dividends announced later for

the said monies.
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Article 141

The Company shall appoint an independent

accounting firm which complies with the

relevant State regulations to audit the annual

financial reports and review other financial

reports of the Company.

The first accounting firm of the Company may

be appointed at the inaugural meeting prior to

the first annual shareholders’ meeting. Such

accounting firm shall hold office until the

conclusion of the first annual shareholders’

meeting.

If the inaugural meeting does not exercise its
power under the preceding paragraph, the board

of directors shall exercise such power.

Article 178

The Company shall appoint an independent

accounting firm which complies with the

relevant PRC regulations to audit the annual

financial reports and review other financial

reports of the Company.

Article 142

The term of appointment of an accounting firm

appointed by the Company shall be between the

conclusion of the annual shareholders’ meeting

of the Company approving the appointment and

the conclusion of the next annual shareholder’s

meeting.

Article 179

The term of appointment of an accounting firm

appointed by the Company shall be between the

conclusion of this annual general meeting of the

Company and the conclusion of the next annual

meeting.
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Article 143

An accounting firm appointed by the Company

shall have the following rights:

(1) the right of access at all times to the

account books, records or vouchers of

the Company and the right to require
directors, the manager and other senior

management staff of the Company to

provide relevant information and

explanations;

(2) the right to require the Company to take

all reasonable measures to obtain from

its subsidiaries the information and
exp l ana t i ons neces sa ry fo r t he

accounting firm to perform its duties;

and

(3) the right to attend shareholders’ general

meetings, receive a notice or other

information concerning any meetings of

or concerning which shareholders have a
right to receive a notice or other

information, and to be heard at any

shareholders’ general meetings on any

matter which relates to it as the

accounting firm of the Company.

Article 180

An accounting firm appointed by the Company

shall have the following rights:

(1) the right of access at all times to the

account books, records or vouchers of

the Company and the right to require
directors and senior management staff of

the Company to provide relevant

information and explanations;

(2) the right to require the Company to take

all reasonable measures to obtain from

its subsidiaries the information and

exp l ana t i on s nece s sa ry fo r t he
accounting firm to perform its duties;

and

(3) the right to attend shareholders’ general

meetings, receive a notice or other

information concerning any meetings of

or concerning which shareholders have a

right to receive a notice or other
information, and to be heard at any

shareholders’ general meetings on any

matter which relates to it as the

accounting firm of the Company.

Article 144 Renumbered as Article 181

Article 145 Renumbered as Article 182

Article 146 Renumbered as Article 183
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Article 147

Th e a p p o i n tm e n t , r emov a l o r n o n

reappointment of an auditor shall be decided

upon by the shareholders’ general meeting and

be filed with the State Council authorities in

charge of securities.

Where a resolution at a general meeting of

shareholders is passed to appoint as auditor a

person other than an incumbent auditor, to fill a

casual vacancy in the office of auditor, to

reappoint as auditor a retiring auditor who was

appointed by the board of directors to fill a

casual vacancy, or to remove an auditor before

the expiration of his term of office, the

following provisions shall apply:

(1) A copy of the proposal shall be sent

before notice of meeting is given to the

shareholders to the person proposed to

be appointed or the auditor proposing to

leave from his post or the auditor who

has left from his post. Leaving from his

post includes dismissal, resignation and

retirement;

(2) If the auditor leaving his post makes

representations in writing and requests

their notification to the shareholders, the

C o m p a n y s h a l l ( u n l e s s t h e

representations are received too late):

(a) in any notice of the resolution

given to shareholders, state the

fact of the representations having

been made; and

(b) send a copy of the representations

as an appendix to the notice of

genera l meet ings to every
shareholder entitled to notice of

general meetings.

Article 184

Th e a p p o i n tm e n t , r emo v a l o r n o n

reappointment of an auditor shall be decided

upon by the shareholders’ general meeting and

be filed with the State Council authorities in

charge of securities.

Where a resolution at a general meeting of

shareholders is passed to appoint as auditor a

person other than an incumbent auditor, to fill a

casual vacancy in the office of auditor, to

reappoint as auditor a retiring auditor who was

appointed by the board of directors to fill a

casual vacancy, or to remove an auditor before

the expiration of his term of office, the

following provisions shall apply:

(1) A copy of the proposal shall be sent

before notice of meeting is given to the

shareholders to the person proposed to

be appointed or the auditor proposing to

leave from his post or the auditor who

has left from his post.

Leaving from his post includes

dismissal, resignation and retirement;

(2) If the auditor leaving his post makes

representations in writing and requests

their notification to the shareholders, the

C o m p a n y s h a l l ( u n l e s s t h e

representations are received too late):

(a) in any notice of the resolution

given to shareholders, state the

fact of the representations having

been made; and

(b) Send to the shareholders entitled

to receive the notice of general

meetings a copy of the statement

as an attachment to the notice in

the form specified in the Articles

of Association.
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(3) If the auditor’s representations are not

sent under paragraph (2) above the

auditor may (in addition to his right to

be heard) require that the representations

be read out at the meeting and may

make further submissions.

(4) An auditor who is leaving his post shall

be entitled to attend:

(a) the general meeting at which his

term of office would otherwise

have expired;

(b) any general meeting at which it is

proposed to fill the vacancy
caused by his dismissal; and

(c) any general meeting convened as

a result of his resignation;

An auditor who is leaving his post shall also be

entitled and to receive all notices of, and other

communications relating to, any such meeting,

and to be heard at any such meeting which he

attends on any part of the business of the

meeting which concerns him as former auditor

of the Company.

(3) If the auditor’s representations are not

sent under paragraph (2) above the

auditor may (in addition to his right to

be heard) require that the representations

be read out at the meeting and may make

further submissions.

(4) An auditor who is leaving his post shall

be entitled to attend:

(a) the general meeting at which his

term of office would otherwise

have expired;

(b) any general meeting at which it is

proposed to fill the vacancy
caused by his dismissal; and

(c) any general meeting convened as

a result of his resignation;

An auditor who is leaving his post shall also be

entitled and to receive all notices of, and other

communications relating to, any such meeting,

and to be heard at any such meeting which he

attends on any part of the business of the

meeting which concerns him as former auditor

of the Company.
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Article 148

When the Company removes or does not

reappoint an accounting firm, it shall give

advance notice to the accounting firm. The

accounting firm shall have the right to present

its views before the shareholders’ general

meeting. Where an accounting firm tenders its

resignation, it shall inform the shareholders’

general meeting of whether there is any

irregularity in the Company.

An auditor may resign his office by depositing

at the Company’s registered address a notice in

writing which will take effect on the date of

despatch of the notice or on the date specified

in the notice whichever is later. The notice

shall contain:

(a) a s t a t emen t t ha t t he r e a r e no

circumstances in connection with his

resignation which he considers should

be brought to the notice of the

shareholders or creditors of the issuer; or

(b) a statement of any such circumstances

which are required to be accounted for.

The Company shall within 14 days of receipt of

the above mentioned notice send a copy of the

notice to the competent authority. If the notice

contained a statement referred to in (b) above, a

copy of the notice shall also be sent to every
shareholder who is entitled to a report of the

Company’s financial status report and a copy

shall be kept at the Company’s address for

inspection by the shareholders.

Article 185

When the Company removes or does not

reappoint an accounting firm, it shall give

advance notice to the accounting firm. The

accounting firm shall have the right to present

its views before the shareholders’ general

meeting. Where an accounting firm tenders its

resignation, it shall inform the shareholders’

general meeting of whether there is any

irregularity in the Company.

An auditor may resign his office by depositing

at the Company’s registered address a notice in

writing which will take effect on the date of

despatch of the notice or on the date specified

in the notice whichever is later. The notice shall

contain:

(a) a s t a t emen t t ha t t he r e a r e no

circumstances in connection with his

resignation which he considers should

be brought to the notice of the

shareholders or creditors of the issuer; or

(b) a statement of any such circumstances

which are required to be accounted for.

The Company shall within 14 days of receipt of

the above mentioned notice, under this Article,

send a copy of the notice to the competent

authority. If the notice contained a statement

referred to in (b) above, a copy of the notice
shall also be sent to every shareholder who is

entitled to a report of the Company’s financial

status report and a copy shall be kept at the

Company’s address for inspection by the

shareholders.
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The Company shall also send a copy of the

abovementioned notice to each holder of the

Overseas-Listed Foreign-Invested Shares by

prepaid mail at the recipient’s address shown

in the register of shareholders.

Where the auditor’s notice of resignation

contains a statement of circumstances which

are required to be accounted for, it may require

the board of directors to convene an

extraordinary general meeting of shareholders

for the purpose of receiving an explanation of

the circumstances in connection with his

resignation.

The Company shall also send a copy of the

abovementioned notice to each holder of the

Overseas-Listed Foreign-Invested Shares by

prepaid mail at the recipient’s address shown

in the register of shareholders.

If the notice of resignation of the certified

public accountants contains the statement of

any such information to be disclosed mentioned

herein, the certified public accountants may

require the Board to convene an extraordinary

general meeting to listen to their explanation

about the resignation.

Article 149

The merger or division of the Company shall
require the preparation of a proposal by the

board of directors. After such proposal has

been approved in accordance with the

procedures specified in the Articles of

Association of the Company, relevant

examination and approval procedures shall be

carried out according to law. Shareholders who

object to such proposal on the merger or

division of the Company shall have the right

to require the Company or shareholders who

are in favor of such proposal to purchase their

shares at a fair price. The contents of

resolutions approving the merger or division

of the Company shall be compiled in a special

document for inspection by shareholders.

Holders of Overseas-Listed Foreign-Invested

Shares that are listed in Hong Kong shall be

served with copies of the abovementioned

document by mail.

Article 186

The merger or division of the Company shall
require the preparation of a proposal by the

board of directors. After such proposal has been

approved in accordance with the procedures

specified in the Articles of Association of the

Company, relevant examination and approval

procedures shall be carried out according to

law. Shareholders who object to such proposal

on the merger or division of the Company shall

have the right to require the Company or

shareholders who are in favor of such

proposal to purchase their shares at a fair

price. The contents of resolutions approving the

merger or division of the Company shall be

compiled in a special document for inspection

by shareholders.

Holders of Overseas-Listed Foreign-Invested

Shares that are listed in Hong Kong shall be

served with copies of the abovementioned

document by prepaid mail.
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Article 150

Merger of the Company may take the form of

merger by absorption and merger by

establishment of a new company.

In the event of a merger, the parties to the

merger shall enter into a merger agreement and
prepare a balance sheet and a property list. The

Company shall notify its creditors within a

period of 10 days from the date on which the

merger resolution is passed and publish on the

newspaper within 30 days from that date.

Upon completion of the merger, the company

that survives or the newly established company
shall assume the rights in relation to debtors

and indebtedness of the parties to the merger.

Article 187

Merger of the Company may take the form of

merger by absorption and merger by

establishment of a new company.

In the event of a merger, the parties to the

merger shall enter into a merger agreement and
prepare a balance sheet and a property list. The

Company shall notify its creditors within a

period of 10 days from the date on which the

merger resolution is passed and publish on the

newspaper within 30 days from that date.

Upon completion of the merger, the company

that survives or the newly established company
shall succeed the rights in relation to debtors

and indebtedness of the parties to the merger.

Article 151 Renumbered as Article 188

Article 152 Renumbered as Article 189

Article 153

The Company shall be dissolved and liquidated

according to law:

(1) if the shareholders general meeting

resolves to dissolve the Company;

(2) if dissolution is necessary a result of the

merger or dissolution of the Company;

(3) if the Company is declared insolvent

according to law because it is unable to

pay its debts upon maturity; or

(4) if the Company is lawfully ordered to

close down as a result of violation of

laws or administrative regulations.

Article 190

The Company shall be dissolved and liquidated

according to law:

(1) Any circumstance for dissolution

specified in the Articles of Association

arises;

(2) The general meeting has resolved to

dissolve the Company;

(3) Merger or division of the Company

entails dissolution;

(4) The Company is declared bankrupt

according to law because it is unable to

pay its debts as they fall due;
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(5) The business license is revoked

according to law, or the Company is

ordered to close or is cancelled;

(6) If the Company gets into serious trouble

in operations and management and

continuation may incur material losses

of the interests of the shareholders, and

no solution can be found through any

other channel, the shareholders holding

more than 10% of the total voting rights

of the Company may request the a court

with jurisdiction to dissolve the

Company.

If the Company is dissolved by reason of the

preceding paragraph, a liquidation team shall be

established within 15 days after the reasons for

the dissolution occur. The liquidation team

shall be established by the directors or

persons approved by the general meeting. If

no liquidation team is established after the said

timeframe, the creditors may apply to a

competent court for appointment of relevant

persons to establish a liquidation team to

commence liquidation.
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Article 154

Where the Company is to be dissolved pursuant

to item (1) of the preceding Article, it shall

establish a liquidation committee within 15

days. The members of such liquidation

committee shall be determined by the

shareholders’ general meeting by way of an

ordinary resolution.

Where the Company is to be dissolved pursuant

to item (3) of the preceding Article, the

People’s Court shall, in accordance with

relevant laws, arrange for the shareholders,

relevant authorities and relevant professionals

to establish a liquidation committee to carry out

liquidation.

Where the Company is to be dissolved pursuant

to item (4) of the preceding Article, the

relevant authorities in charge shall arrange for

the shareholders, relevant authorities and

re levant profess ionals to es tabl i sh a

liquidation committee to carry out liquidation.

Article 191

In the circumstance set out in (1) of the

preceding article, the Company may continue

to subsist by amending the Articles of

Association. Where the Company dissolves

pursuant to (1), (2), (5) and (6) of the

preceding article, a liquidation group shall be

set up within 15 days and the members thereof

shall be decided by an ordinary resolution at a

general meeting.

Where the Company is to be dissolved pursuant

to item (4) of the preceding Article, a

competent court shall, in accordance with

relevant laws, arrange for the shareholders,

relevant authorities and relevant professionals

to establish a liquidation committee to carry out

liquidation.

If the liquidation group is not duly set up, the

creditors may request a competent court to

designate related persons to form a liquidation

group to carry out liquidation.

Article 155 Renumbered as Article 192

Article 156

The liquidation committee shall notify creditors

within a period of 10 days from the date of its

es tabl i shment and publ ish newspaper

announcements on the liquidation within 60

days. Claims shall be registered by the

liquidation committee.

Article 193

The liquidation group shall notify all creditors

within 10 days after its establishment and shall

make announcements in newspapers within 60

days. The creditors shall declare their creditor’s

rights to the liquidation group within 30 days

after receipt of the notice or within 45 days

after announcement if the creditors have not

received the notice. To declare their creditor’s

rights, the creditors shall explain matters

relating to their rights and provide relevant

evidential documents. The liquidation group

shall register the creditor’s rights according to

law.

Article 157 Renumbered as Article 194

- I-141 -

APPENDIX 1 PROPOSED AMENDMENTS TO ARTICLES OF ASSOCIATION



Before Amendments After Amendments

Article 158

After the liquidation committee has thoroughly

examined the Company’s property and prepared

a balance sheet and property list, it shall

formulate a liquidation plan and submit such

plan to the shareholders’ general meeting or

relevant authorities in charge for confirmation.

Payment of debts out of Company property

shall be made in the legal order of priority; if

there is no applicable law, the order of priority

shall be determined by the liquidation group.

Company property left after full payment in

accordance with the provisions of the preceding
paragraph shall be distributed to the Company’s

shareholders according to the class and

proportion of their shareholding.

During liquidation, the Company may not

engage in business activities in dependent of

the liquidation.

Article 195

After the liquidation committee has thoroughly

examined the Company’s property and prepared

a balance sheet and property list, it shall

formulate a liquidation plan and submit such

plan to the shareholders’ general meeting or

relevant authorities in charge for confirmation.

Payment of debts out of Company property

shall be made in the legal order of priority; if

there is no applicable law, the order of priority

shall be determined by the liquidation group.

Company property left after full payment in

accordance with the provisions of the preceding
paragraph under this Article shall be distributed

to the Company’s shareholders according to the

class and proportion of their shareholding.

During liquidation, the Company may not

engage in business activities in dependent of

the liquidation.

Before liquidation as specified in the preceding

paragraphs under this Article, the assets of the

Company shal l not be distr ibuted to

shareholders.

Article 159

If the Company is liquidated due to dissolution
and the liquidation committee, having

thoroughly examined the Company’s property

and prepared a balance sheet and property list,

discovers that the Company’s property is

insufficient to pay its debts in full, it shall

immediately apply to the People’s Court for a

declaration of insolvency.

After the People’s Court has ruled to declare

the Company insolvent, the Company’s

l iquidat ion committee shal l refer the

liquidation matters to the people’s Court.

Article 196

If the Company is liquidated due to dissolution
and the liquidation committee, having

thoroughly examined the Company’s property

and prepared a balance sheet and property list,

discovers that the Company’s property is

insufficient to pay its debts in full, it shall

immediately apply to a competent court for a

declaration of insolvency.

After a court with jurisdiction has ruled to

declare the Company insolvent, the Company’s

liquidation committee shall refer the liquidation

matters to a competent court.
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Article 160 Renumbered as Article 197

Article 161 Renumbered as Article 198

Article 162

Where an amendment to the Company’s

Articles of Association involves matters

provided for in the Articles Of Association of

Companies Seeking a Listing Outside the PRC

Prerequisite Clauses promulgated by the

securities Committee of the State Council and

the Economic Reform Committee of the State

on 27 August 1994 (“Prerequisite Clauses”), it

shall become effective after being examined

and approved by the authorities that are

authorized by the State council to examine

and approve companies and the State Council

Securities Commission. Where an amendment

to the Company’s Articles of Association
involves matters of company registration,

application for a change in the registration

shall be made according to law.

Article 199

Where an amendment to the Company’s

Articles of Association involves related

matters provided for in the Prerequisite

Clauses promulgated by the Securities

Committee of the State Council and the

Economic Reform Committee of the State on

27 August 1994, it shall become effective after

being examined and approved by the authorities

that are authorized by the State council to

examine and approve companies and the State

Council Securities Commission. Where an

amendment to the Company’s Articles of

Association involves matters of company

registration, application for a change in the
registration shall be made according to law.
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Article 200

The notice of the Company may be served as

follows:

(1) By personal delivery;

(2) By post;

(3) By fax or email;

(4) By announcement on the website

designated by the Company, the

securities regulatory authorities and the
stock exchange where the Company’s

shares are listed in accordance with the

laws, administrative regulations and

listing rules of the place there;

(5) By bulletin;

(6) By other means specified beforehand by

the Company or the recipient or

approved by the recipient af ter

receiving the notice;

(7) By other means approved by the relevant

regulatory authority at the place where

the Company’s shares are listed or

stipulated in the Articles of Association.
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Unless the context otherwise requires,

“announcement” described in these Articles of

Association shall refer to the announcement

published in such Chinese newspapers as

specified, agreed or approved by the Chinese

laws and regulations or the securities regulatory

authorities under the State Council when issued

to holders of onshore-listed shares or within the

PRC in accordance with relevant regulations

and the Articles of Association; or the
announcement published in newspapers and/or

other media (including websites) specified in

accordance with relevant requirements of Hong

Kong Listing Rules when issued to holders of

the Company’s H shares or in Hong Kong in

accordance with relevant regulations and the

Articles of Association.

Save as otherwise specified in the Articles of

Association, if the Company sends the notice to

the holders of H shares by announcement, it

shall, according to the requirements of the

Hong Kong Listing Rules, submit an electronic

version that can be immediately published to

the Hong Kong Stock Exchange via the

electronic publication system of the Hong

Kong Stock Exchange on the same day, so

that it can be published on the website of the

Hong Kong Stock Exchange, or publish the

announcement in the newspapers and

periodicals according to the requirements of

the Hong Kong Listing Rules (including

publishing ads in newspapers and periodicals).

The announcement shall also be published on

the Company’s website. Moreover, save as

otherwise specified in the Articles of

Association, the notice shall be served by
personal delivery or prepaid mail to the

addresses of all the holders of overseas listed

foreign shares in the shareholders’ register, so

that the shareholders are fully notified and have

sufficient time to exercise their rights or act as

per the notice.
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The holders of overseas listed foreign shares of
the Company may choose in written form to
obtain (by email or by post) the information of
the Company that the Company shall send to
the shareholders, and may choose to receive
either or both of the Chinese and English
versions. They may also change the method for
receiving the aforesaid information and the
language version to be received as per
appropriate procedures by sending a written
notice to the Company in advance within a
reasonable period.

If any shareholder or director wants to prove
he/she has sent any notice, document,
information or written statement to the
Company, he/she shall provide evidence
proving that the relevant notice, document,
information or written statement has been
served in a usual way or by prepaid mail to
the correct address within the specified time.

Although the preceding paragraph specifies that
the Company shall provide and/or send the
information of the Company to the shareholders
in written form, regarding the method used by
the Company to provide and/or send
in fo rmat ion of the Company to the
shareholders according to the requirements of
the listing rules of the place where the
Company’s shares are listed, if the Company
has obtained the shareholders’ prior written
consent or implied consent according to the
relevant laws and regulations and the listing
rules of the place where the Company’s shares
are listed amended from time to time, the
Company may send or provide the information
of the Company to its shareholders in an
electronic way or by announcement on its
website. Information of the Company includes
but is not limited to: circular, annual report,
interim report, notice of a general meeting and
other information set out in the listing rules of
the place where the Company’s shares are
listed.
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Article 201

If the notice is sent by post, it is only required

to specify the address and prepaid postage and

put the notice in the envelope, and putting the

envelope enclosing the said notice into the

mailbox shall be deemed as sending out the

notice, and the notice shall be deemed as served

48 hours after it is sent out.

Article 163

The Company shall abide by the following

principles for dispute resolutions:

(1) if any dispute or claim concerning the

Company’s business on the basis of the

rights or duties provided for in the

Articles of Association of the Company

or in the Company Law or other relevant

laws or administrative regulations arises

between a holder of Overseas-Listed

Foreign-Invested Shares and the

Company, be tween a holder of

Overseas-Listed Foreign-Invested

Shares and a director, a supervisor, the
general or other senior management staff

of the Company or between a holder or

Overseas-Listed Foreign-Invested Shares

and a holder of Domestic-Invested

Shares, the parties concerned shall

submit the dispute or claim for

arbitration. When a dispute or claim as

described above is submitted for

arbitration, such dispute or claim shall

be in its entirety, and all persons (being

the Company or shareholders, directors,

supervisors, the general manager or

other senior management staff of the

Company) that have a cause of action

due to the same facts or whose

participation is necessary for the

settlement of such dispute or claim

shall abide by arbitration.

Article 202

The Company shall abide by the following

principles for dispute resolutions:

(1) if any dispute or claim concerning the

Company’s business on the basis of the

rights or duties provided for in the

Articles of Association of the Company

or in the Company Law or other relevant

laws or administrative regulations arises

between a holder of Overseas-Listed

Foreign-Invested Shares and the

Company, be tween a holder of

Overseas-Listed Foreign-Invested Shares

and a director, a supervisor or senior
management staff of the Company or

between a holder or Overseas-Listed

Foreign-Invested Shares and a holder of

Domestic-Invested Shares, the parties

concerned shall submit the dispute or

claim for arbitration. When a dispute or

claim as described above is submitted

for arbitration, such dispute or claim

shall be in its entirety, and all persons

(being the Company or shareholders,

d i rec tors , superv isors or senior

management staff of the Company) that

have a cause of action due to the same

facts or whose participation is necessary

for the settlement of such dispute or

claim shall abide by arbitration.
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Disputes concerning the definition of

shareholders and the register of

shareholders shall not be required to be

settled by means of arbitration;

(2) a dispute or claim submitted for

arbitration may arbitrated, at the option

of the arbitration applicant, by either the

China International Economic and Trade

Arbitration Commission in accordance

with its arbitration rules or the Hong

Kong International Arbitration Center in

accordance with its securities arbitration

rules, After the arbitration applicant has

submitted the dispute or claim for

arbitration, the other party must carry

out arbitration in the arbitration

institution selected by the applicant.

If the arbitration applicant opts for

a rb i t r a t i on by the Hong Kong

International Arbitration Center, either

party may request arbitration to be

conducted in Shenzhen in accordance

with the securities arbitration rules of the

Hong Kong International Arbitration
Center;

(3) unless otherwise provided by laws or

administrative regulations, the laws of

the PRC shall apply to the settlement by

means of arbitration of disputes or

claims referred to in item (1); and

(4) the award of the arbitration institution

shall be final and binding upon each

party.

Disputes concerning the definition of

shareholders and the register of

shareholders shall not be required to be

settled by means of arbitration;

(2) a dispute or claim submitted for

arbitration may arbitrated, at the option

of the arbitration applicant, by either the

China International Economic and Trade

Arbitration Commission in accordance

with its arbitration rules or the Hong

Kong International Arbitration Center in

accordance with its securities arbitration

rules, After the arbitration applicant has

submitted the dispute or claim for

arbitration, the other party must carry

out arbitration in the arbitration

institution selected by the applicant.

If the arbitration applicant opts for

a rb i t r a t i on by the Hong Kong

International Arbitration Center, either

party may request arbitration to be

conducted in Shenzhen in accordance

with the securities arbitration rules of the

Hong Kong International Arbitration
Center;

(3) unless otherwise provided by laws or

administrative regulations, the laws of

the PRC shall apply to the settlement by

means of arbitration of disputes or

claims referred to in item (1); and

(4) the award of the arbitration institution

shall be final and binding upon each

party.

Article 203

The phrases “more than”, “within” and “less

than” as mentioned in the Articles of
Association are inclusive while “exceeding”

and “beyond” are exclusive.
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Article 164

The term “accounting firm” used in this

Articles of Association shall have the same

meaning as ascribed to the term “auditor” under

the Prerequisite Clauses.

Article 204

In the Articles of Association, the term

“accounting firm” used herein shall have the

same meaning as ascribed to the term auditor,

and the term “independent director(s)” used

herein shall have the same meaning as ascribed

to the term “independent non-executive

director(s)”.

Article 205

All the circulars or other documents that the

Company shall submit to the Hong Kong Stock

Exchange shall be compiled in English or

attached with a signed and certified English

version.

The Articles of Association shall be executed in

Chinese. In the event of any conflict between

the Chinese version and other language

versions, the Chinese version shall prevail.

If the provisions of the Articles of Association

are inconsistent with relevant laws, regulations,

binding document and the listing rules of the

place where the Company’s shares are listed,

the latter shall prevail.

Any matters not covered herein shall be

handled in accordance with the relevant laws,

regulations, binding documents, the listing rules

of the place where Company’s shares are listed.

Article 165 Renumbered as Article 206

Article 166

The Article of Association is written both in

Chinese and English, and the English version is

only the translation. In the event of any

inconsistency, the Chinese version shall prevail.

Article 207

The power of interpretation of this Articles of

Association is vested in the Board of the

Company. This Articles of Association has

been approved in the general meeting of the

Company and will be effective upon the date of

the initial public offering in PRC whereby the

Company’s shares are listed on the domestic

stock exchange in PRC.
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

RULES OF PROCEDURES OF THE GENERAL MEETINGS

CHAPTER I GENERAL RULES

Article 1 In order to further regulate the activities conducted by Shanghai Fudan Microelectronics

Group Company Limited (hereinafter referred to as the “Company”) and ensure that its
general meetings are able to exercise powers pursuant to laws and regulations, the Rules

of Procedures of the General Meetings of Shanghai Fudan Microelectronics Group

Company Limited (hereinafter referred to as the “Rules of Procedures”) are hereby

formulated in accordance with the Company Law of the People’s Republic of China

(hereinafter referred to as the “Company Law”), the Securities Law of the People’s

Republic of China (hereinafter referred to as the “Securities Law”), the Code of

Corporate Governance for Listed Companies, the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited (hereinafter referred to as the

“Hong Kong Listing Rules”) and the relevant listing rules of Shanghai Stock Exchange

and other laws, regulations and normative documents as well as the Articles of

Association of Shanghai Fudan Microelectronics Group Company Limited (Draft

Version) (hereinafter referred to as the “Articles of Association”) and other relevant

requirements.

Article 2 The Rules of Procedures are applicable to the general meetings of the Company, and

binding upon the Company, all the shareholders, shareholders’ proxies, directors,

supervisors, general manager and other senior management, as well as other personnel

present at the general meetings of the Company.

Article 3 The Board of Directors of the Company shall strictly abide by each rule on convening

the general meetings required by relevant laws and regulations, the Articles of

Association, the relevant listing rules of Shanghai Stock Exchange and the Hong Kong

Listing Rules and organize the general meetings conscientiously as scheduled. All the

directors of the Company shall have good faith in the normally convened general

meetings; the Board of Directors of the Company shall fulfill relevant responsibilities

and organize the general meetings conscientiously as scheduled; all the directors shall

perform their duties in a diligent manner to guarantee that the general meetings can be

normally convened and they can exercise their powers and functions in accordance with

the law.

All the shareholders legally and effectively holding shares of the Company have the

right to attend the general meetings in person or by proxies, and are legally entitled to

various shareholders’ rights such as the right to information, right to speak, right of

inquiry and right to vote. Shareholders and their proxies present at the general meetings
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shall abide by the rules of relevant regulations, the Articles of Association and the Rules

of Procedures, keep order at the meeting consciously, and shall not infringe upon the
legal rights and interests of other shareholders.

Article 4 The general meetings shall be convened following the principle of simplicity, and no

extra benefits shall be offered to the shareholders or their proxies present at the meeting.

Article 5 The Secretary to the Board of the Company shall be responsible for the preparation and

organization of the general meetings.

CHAPTER II COMPOSITION AND POWERS AND
FUNCTIONS OF THE GENERAL MEETINGS

Article 6 General meeting is composed of all the shareholders of the Company, and is the

Company’s authoritative body.

The general meetings shall exercise their powers and functions within the scope as

stipulated by relevant laws, regulations and normative documents such as the Company

Law, without interfering in the disposal of their own rights by shareholders. The general

meetings shall deliberate and decide upon matters in accordance with relevant laws,

regulations and normative documents such as the Company Law as well as the Articles

of Association.
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Article 7 The general meeting shall exercise the following functions and powers in accordance

with the law:

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

(2) To elect and replace directors and decide on matters relating to their

remuneration;

(3) To elect and replace supervisors who are not appointed from the non-employees’

representatives and decide on matters relating to their remuneration;

(4) To consider and approve the reports of the Board;

(5) To consider and approve the reports of the Supervisory Committee;

(6) To consider and approve the Company’s proposed annual budgets and final

accounts;

(7) To consider and approve the Company’s profit distribution plans and loss

recovery plans;

(8) To resolve on the increase or reduction of the Company’s registered capital;

(9) To resolve on the merger, division, dissolution, liquidation of the Company or

change of corporate form of the Company;

(10) To resolve on the issue of corporate bonds of the Company;

(11) To resolve on the appointment, dismissal or non-reappointment of accounting

firms of the Company;

(12) To amend the Articles of Association;

(13) To consider resolutions proposed by shareholder(s) singly or jointly representing

3% or more of voting shares of the Company;

(14) To consider and approve the provision of external guarantees under Article 54 of

the Articles of Association;

(15) To consider and approve the total assets in respect of the Company’s significant

acquisition or disposal of assets or the events with a trading amount exceeding

30% of the latest audited total assets of the Company within one year;

(16) To consider and approve the changes in the use of proceeds;

(17) To consider and approve the share options incentive schemes;
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(18) To consider the matters in relation to connected transactions (“Connected

Transactions” under the Hong Kong Listing Rules) or other transactions, which
should be resolved by the shareholders at general meetings in accordance with

the requirements of the listing rules in the jurisdictions where the shares of the

Company are listed;

(19) To consider other matters which, according to the laws, administrative

regulations, departmental rules or the Articles of Association, should be

resolved at the general meetings;

(20) To authorize or entrust the Board to handle matters under such authorization or

entrustment.

CHAPTER III AUTHORIZATION OF THE GENERAL MEETINGS

Article 8 The matters to be decided by the general meetings pursuant to relevant regulations, the

Articles of Association and the Rules of Procedures must be considered by the general

meetings to protect the decision-making right of the shareholders of the Company on

such matters.

Article 9 Where necessary, reasonable and in compliance with requirements of the laws, for the

specific matters with regard to the resolution which fail to be or are unnecessary to be

decided at the general meeting then, the general meetings can authorize the Board to

decide within the authorized scope of the general meeting.

CHAPTER IV SYSTEM OF THE GENERAL MEETING OF THE COMPANY

Article 10 General meetings are divided into annual general meetings and extraordinary general

meetings. Unless otherwise required by the listing rules in the jurisdiction where the

shares of the Company are listed, annual general meetings are held once a year and
within 6 months from the end of the preceding accounting year.

Article 11 Under any of the following circumstances, the Company shall convene an extraordinary

general meetings within two months upon the occurrence of such circumstance:

(1) The number of directors is less than the quorum required by the Company Law

or two thirds of the number of directors specified in the Articles of Association;

(2) The outstanding loss of the Company has reached one-third of the total paid-up

share capital;

(3) Shareholders individually or jointly holding 10% or more of the Company’s

shares request in writing the convening of an extraordinary general meeting; The

number of shares held by shareholders is calculated on the basis of their
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shareholdings at the closing time of the day on which the shareholders make a

written request or the previous trading day (if the written request is made on a
non-trading day).

(4) the Board deems it necessary to convene the meeting;

(5) the Supervisory Committee proposes to convene the meeting;

(6) more than 1/2 of the Independent directors propose and the Board agrees to

convene the meeting;

(7) Other circumstances specified in laws, administrative regulations, departmental

rules, the relevant listing rules of Shanghai Stock Exchange, the Hong Kong

Listing Rules or the Articles of Association.

In the circumstance of (1), (2), (3), (5) (6) or (7) above, if the Board fails to convene

the extraordinary general meeting within the prescribed period, the shareholders and the

Supervisory Committee who meet the requirements may convene the extraordinary

general meeting on their own in accordance with the provisions of the Articles of

Association and the Rules of Procedures.

Article 12 If the shareholders’ general meetings cannot be convened within the above time limit

stipulated in Article 10 and 11, the Company shall report it to the relevant securities

governing authorities in the jurisdictions where the shares of the Company are listed and

stating the reasons and make an announcement.

Article 13 The general meeting of the Company shall be convened at the domicile of the Company

or the place explicitly specified in the notice of general meeting.

The Company shall arrange for the venue for an on-site meeting to be held. The general

meeting can also be conducted online or by way of other means to provide convenience

for shareholders to attend. Shareholders attending the general meeting of the Company

as scheduled via the abovementioned methods are considered to be present at such

meeting. Online voting is not suitable for H-share shareholders.

Article 14 Where the general meeting of the Company is to be conducted online or by way of

other means, the time and procedure of such online voting or other means of voting

shall be clearly stated in the notice of general meeting.

CHAPTER V CONVENING THE GENERAL MEETING

Article 15 A general meeting shall be convened by the Board. The Board shall convene the general

meeting as required under the Articles of Association and the listing rules in the
jurisdictions where the shares of the Company are listed. Should the Board be unable to

or fail to perform the duties of convening the general meeting, the Supervisory

Committee shall promptly convene and preside over the meeting; if the Supervisory
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Committee fails to convene and preside over the meeting, the meeting may be convened

and presided over by shareholders individually or jointly holding more than 10% of the
Company’s shares for over 90 consecutive days.

Article 16 More than 1/2 of the Independent directors are entitled to propose to the Board to

convene an extraordinary general meeting of the Company. Under above circumstances,

the Board shall, in accordance with the laws, administrative regulations, the Articles of

Association and the Rules of Procedures, give its reply in writing stating whether it

agrees or disagrees to convene the extraordinary general meeting within 10 days upon

receipt of such proposal.

If the Board agrees to convene the extraordinary general meeting, a notice for

convening the general meeting shall be issued within 5 days after the Board passed the

relevant resolution. If the Board disagrees to convene the extraordinary general meeting,

it shall issue an announcement to state the reasons.

Article 17 The Supervisory Committee has the right to propose to the Board to convene an

extraordinary general meeting and such proposal shall be made in writing. The Board

shall, in accordance with the laws, regulations and the Articles of Association, give its

reply in writing stating whether it agrees or disagrees to convene the extraordinary
general meeting within 10 days upon receipt of such proposal.

If the Board agrees to convene the extraordinary general meeting, a notice for

convening the general meeting shall be issued within 5 days after the Board passed the

relevant resolution. Any change to the original proposal in the notice shall be subject to

the agreement of the Supervisory Committee.

Where the Board disagrees to convene the extraordinary general meeting or fails to give

the reply in writing within 10 days upon receipt of the proposal, this shall be deemed as

the Board being unable or failing to perform the duties of convening the general

meeting. Under the circumstances, the Supervisory Committee can convene and preside

over the meeting on its own initiative.

Article 18 Shareholders individually or jointly holding over 10% of the Company’s shares are

entitled to propose to the Board to convene an extraordinary general meeting, and such

proposal shall be made in writing. The Board shall, in accordance with the laws,

administrative regulations and the Articles of Association, give its reply in writing

stating whether it agrees or disagrees to convene the extraordinary general meeting
within 10 days upon receipt of such proposal.

If the Board agrees to convene the extraordinary general meeting, a notice for

convening the general meeting shall be issued within 5 days after the Board passed the

relevant resolution. Any change to the original proposal in the notice shall be subject to

the agreement of relevant shareholders.
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Where the Board disagrees to convene the extraordinary general meeting or fails to give

the reply in writing within 10 days upon receipt of the proposal, shareholders
individually or jointly holding over 10% of the Company’s shares are entitled to

propose to the Supervisory Committee to convene an extraordinary general meeting of

the Company, and such proposal shall be made in writing.

If the Supervisory Committee agrees to convene the extraordinary general meeting, a

notice for convening the extraordinary general meeting shall be issued within 5 days

upon receipt of the proposal. Any change to the original proposal in the notice shall be

subject to the agreement of relevant shareholders.

Where the Supervisory Committee fails to issue a notice for convening the extraordinary

general meeting within the stipulated period, this shall be deemed as the Supervisory

Committee failing to convene and preside over the general meeting of the Company.

Under the circumstances, shareholders individually or jointly holding over 10% shares

of the Company for over 90 consecutive days are entitled to convene and preside over

an extraordinary general meeting of the Company on its own initiative.

Article 19 If the Supervisory Committee or the shareholders decide to convene the general meeting

on its or their own initiative, it or they shall notify the Board in writing and file with the
branch office of the China Securities Regulatory Commission at the place where the

Company resides and the stock exchange.

The shareholding in the Company of the shareholders who convene a general meeting

shall be not less than 10% prior to the announcement of resolutions of the general

meeting.

The Supervisory Committee and convening shareholders shall submit relevant

evidencing documents to the branch office of the China Securities Regulatory

Commission at the place where the Company resides as well as the stock exchange

upon the issuance of notice for the general meeting and announcement of resolutions of

the general meeting.

Article 20 The Board and the Secretary of the Board shall cooperate when the Supervisory

Committee or the shareholders convene a general meeting on its own initiative. The

Board shall provide the register of shareholders as at the record date. If the Board fails

to do as above, the convener may request the register of shareholders from the securities

settlement and clearing institutions with the relevant announcement of convening the
general meeting of the Company. The register of shareholders obtained by the convener

may not be used for purposes other than convening the general meeting of the

Company.

Article 21 If the general meeting of the Company is convened by the Supervisory Committee or

shareholders by themselves, the necessary expenses shall be borne by the Company.
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CHAPTER VI PROPOSAL AND NOTICE OF THE GENERAL MEETING

Article 22 The contents of the proposal shall fall within the terms of reference of the general

meeting of the Company with clear subject for discussion and specific resolutions, and

comply with relevant provisions of laws, administrative regulations, the Articles of

Association, the relevant listing rules of Shanghai Stock Exchange, the Hong Kong

Listing Rules and the Rules of Procedures.

Article 23 The Board of Directors, Supervisory Committee and the shareholders individually or

jointly holding more than 3% of the Company’s shares are entitled to present proposals

to the Company.

Shareholders individually or jointly holding more than 3% of the Company’s shares

may make an interim proposal in writing to the convener 10 days before convening the

general meeting of the Company. The convener shall issue a supplementary notice for

the general meeting of the Company within 2 days upon receipt of the proposal,

specifying the contents of the interim proposal. Such contents shall comply with the

requirements in Articles 7 and 22 of the Rules of Procedures.

Except the circumstances stipulated above, the convener shall not modify the proposal

listed in the notice for the general meeting of the Company or add new proposals after

issuing the notice for the general meeting of the Company.

The general meeting of the Company shall not vote on and make a resolution on the

proposals that are not listed in the notice for the general meeting of the Company or that

violate the provisions in Articles 7 and 22 hereof.

Article 24 The Company will notify all the shareholders in writing 45 days before the general

meeting of the Company is convened. Shareholders who intend to attend the meeting

shall serve to the Company a written reply of their attendance 20 days before the date of
the meeting. The date of the meeting shall not be included when the Company

calculates the duration.

Article 25 The notice for the general meeting shall comply with the following requirements:

(1) To be given in writing;

(2) To specify meeting place, date and time;

(3) To provide matters and proposals to be submitted and considered at the meeting;

(4) To provide shareholders information and explanation for them to make well-

advised decision on matters to be discussed and such principle includes (without

limitation) to provide specific terms and agreement (if available) and to explain
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conscientiously the reasons and results for proposed transaction in respect of

merger, share repurchase, capital restructure or any form of reorganization as
proposed by the Company;

(5) It shall be explicitly explained that: all the shareholders are entitled to attend the

general meeting of the Company, and entrust a proxy to attend the meeting and

the voting in writing. Such proxy is not necessarily a shareholder of the

Company;

(6) To provide the Record Date for shareholders who are entitled to attend the

general meeting;

(7) To provide the name and telephone number of the contact person of the meeting;

(8) To disclose the nature and extent, if any, of the material interests of any director,

supervisor, general manager and other senior management members in the

proposed transaction; and the effect of the proposed transaction on the director,

supervisor, general manager and other senior management members in their

capacity as shareholders in so far as it is different from the effect on the interests

of the shareholders of the same class;

(9) To provide the full text of the special resolution to be proposed at the meeting;

(10) To provide the time and place for delivery of power of attorney for appointing

proxy; and

(11) To provide other contents as stipulated by relevant laws, rules, regulations,

normative documents, the listing rules in the jurisdictions where the shares of the

Company are listed and the Articles of Association.

The notice of the general meeting and the supplemental notice shall disclose the specific

contents of all the proposals adequately and completely, and contain all the information

or interpretation required for the reasonable judgment of shareholders on the matters to

be considered. If it is necessary for the independent directors to issue opinions on the

matters to be considered, the notice of the shareholders’ general meeting and the

supplemental notice will simultaneously disclose the opinions and reasons of the

independent directors.
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Article 26 If there is intension in general meeting to discuss the election of directors or

supervisors, the notice of the general meeting should disclose full information of the
candidates for directors and supervisors adequately in accordance with the provisions of

the listing rules in the jurisdiction where the shares of the Company are listed. The

notice should at least include the following:

(1) Personal circumstances such as education background, work experience, other

simultaneous appointments;

(2) Whether there is associate relationship with the Company or the controlling

shareholder and the de fact controller of the Company;

(3) Whether he or she holds any shares in the Company and the number of such

shares held;

(4) Whether subject to punishment by the securities governing authority in the

jurisdictions where the shares of the Company are listed and other relevant

government department and sanctioned by the securities exchange;

(5) Whether involved in any circumstances under which they shall not assume the
director or supervisor pursuant to laws, rules, regulations and normative

documents.

Each candidate for director, shareholder representative supervisor should be separately

proposed, except for directors, shareholder representative supervisors elected by way of

cumulative voting system. It is necessary for the independent director to issue opinions

on the matters to be considered, the notice of the shareholders’ general meeting and the

supplemental notice will simultaneously disclose the opinions and reasons of the

independent director.

Article 27 After the notice of the general meeting of the Company is issued, the meeting should

not be postponed or cancelled without due reasons. The proposals listed in the notice of

the general meeting of the Company shall not be cancelled. In case of postponement or

cancellation, the convener shall make an announcement and specify the reasons in

writing at least 2 working days before the date originally scheduled for the meeting.

CHAPTER VII CONVENING THE GENERAL MEETING OF THE COMPANY

Article 28 The Board and other conveners shall take necessary measures to guarantee the normal

order of the general meeting of the Company. Any interference in the general meeting

of the Company, trouble making or infringement against the legitimate rights and

interests of shareholders shall be curbed and promptly reported to relevant department

for investigation.
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Article 29 All shareholders or proxies registered on the record day have the right to attend the

general meeting, and exercise voting right pursuant to relevant laws, regulations and the
Articles of Associations of the Company. The Company and convener shall not reject

by any cause.

Article 30 Shareholders may attend the general meeting of the Company in person, or entrust

proxies to attend and vote at the meeting.

Individual shareholders shall carry their own ID cards or other valid credentials or

certificates and the stock account cards that can certify their identities to attend the

shareholders’ meeting in person; the proxies attending the shareholders’ meeting on

behalf of shareholders shall present their own ID cards and written power of attorney of

the shareholder.

If the shareholder is a legal entity, its legal representative or the person authorized by its

legal representative may attend the meeting. The legal representative shall carry the ID

card and any other valid certificates that can certify their identities as legal

representatives to attend the shareholder’s meeting. The proxies shall also present

their the ID cards, together with written power of attorney issued by the legal

representative of the legal entity in accordance with the law.

Article 31 The shareholder may entrust a proxy in writing, and such power of attorney shall be

signed by the principal or the representative officially entrusted thereby in writing. If

the principal is a legal entity, the power of attorney shall be affixed with its corporate

seal or signed by the representative officially appointed.
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Article 32 The power of attorney issued by the shareholders entrusting others to attend the general

meeting shall state the following contents:

(I) Name of proxy;

(II) Whether he/she has voting right;

(III) Instructions on voting for approval, objection or abstention of each discussion

matter listed in agenda of the shareholder’s meeting;

(IV) Issuance date and validity period of the power of attorney;

(V) Signature (or seal) of the principal. If the principal is a legal entity, the power of

attorney shall be affixed with its corporate seal.

(VI) The number of shares represented by the proxy;

(VII) In the case of proxies, power of attorney shall state the number of shares

represented by each of the proxies;

(VIII) Whether has voting right on interim proposals that may be listed in agenda of the

shareholder’s meeting, if yes, the specific instruction regarding what types of

voting right shall be exercised;

Article 33 The power of attorney shall contain a statement that, in the absence of specific

instructions by the shareholder, the proxy may vote at his/her discretion.

Article 34 If the principal entrusts others to sign the power of attorney for voting proxy, such

power of attorney or other authorization documents shall be notarized. The notarized

power of attorney, other authorization documents and the power of attorney for voting

proxy shall be stored at the domicile of the Company or other places designated in the

notice of convening the meeting.

If the principal is a legal entity, the legal representative or other persons authorized by

the Board or the decision-making organ shall attend the general meeting of the

Company.

Article 35 If the qualification of the principal and his/her proxy to attend the meeting is recognized
invalid due to unclear authorization of principal or relevant certificates submitted by the

proxy to prove the legal identity and entrustment relation failing to comply with laws,

regulations and Articles of Associations of the Company, the principal or proxy shall

undertake corresponding legal consequences.

Article 36 The meeting register of attendees shall be made by the Company, which shall record the

name (or the name of corporate), ID number and address of attendees, amount of shares

holding or representing voting rights, and name of principal (or name of unit).
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Article 37 The convener and lawyers employed by the Company shall verify the legality of

shareholder’s qualification according to the shareholder’s register provided by the
securities registration and clearing institutions, and register the name of shareholders

and number of voting shares they hold on the aforesaid meeting register. The meeting

registration shall be ended before the chairman of the meeting announces the number of

shareholders and proxies attending the meeting on the spot, and total number of voting

shares.

Article 38 Directors, supervisors and senior management members are required to attend the

general meeting and the directors, supervisors and senior management members shall

attend the meeting and answer the inquiries of the shareholders.

Article 39 The Chairman shall preside over the general meeting of the Company. If the Chairman

is unable or fails to fulfill the duties, the Vice Chairman shall preside over the meeting;

if the Vice Chairman fails to do so, a director jointly elected by more than half of the

directors shall convene and preside over the meeting.

General meetings convened by the Supervisory Committee shall be presided over by the

Chairman of the Supervisory Committee. If the Chairman of the Supervisory Committee

is unable or fails to perform his/her duties, a supervisor elected by more than half of the
supervisors shall preside over the meeting on his/her behalf.

A general meeting convened by the shareholders themselves shall be presided over by a

representative nominated by the convening shareholders.

When a general meeting is held and the Chairman of the meeting violates the terms of

reference such that the general meeting cannot proceed, a person may be elected to

preside over the meeting, subject to approval of shareholders entitled to more than half

of the voting rights present at the meeting.

Article 40 At the annual general meeting, the Board of Directors and Supervisory Committee shall

report their work during the past year to the general meeting, and each independent

director shall make reports on work.

Article 41 Directors, supervisors and senior management officers shall make replies and

explanations on the queries or advice from shareholders at the general meeting.

Article 42 The chairman of the meeting shall commence the meeting as scheduled, and carry out
the topics and proposals listed in the agenda in sequence. The meeting agenda shall be

carried out following the sequence of listening to reports, concentrated deliberation and

voting. The presider may also choose the reporting, deliberation and voting item by item

according to actual situations.

Article 43 The chairman of the meeting shall, prior to voting, announce the number of shareholders

and proxies present at the meeting as well as the total number of voting shares they

hold, which shall be based on the meeting’s register.
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Article 44 Shareholders who request to address the general meeting shall complete the enrollment

at the secretariat of the meeting. Shareholders’ speeches shall be arranged in an order in
direct proportion to number of their shareholding based on the enrolment records. For

the shareholders holding the same number of shares, the order of the speeches shall be

made according to the sequence of the registration. Shareholders shall make a speech at

a designated seat after approval of the presider of the meeting, which shall focus on the

major topics of the meeting.

Article 45 The chairman of the meeting shall specify the speaking duration and times for each

speaker based on the circumstances. Speech of shareholders shall not be interrupted

within the time limit. Nor shall the shareholders interrupt the report of the Board or the

supervisory committee by requiring for a speech.

The chairman of the meeting may refuse or stop such shareholders who breach aforesaid

provisions.

Article 46 The chairman of the meeting has the right to announce the adjournment of meeting in

accordance with the progress and the time arrangement of the meeting. The Chairman of

the meeting also has the right to announce the adjournment of the meeting as and when

he/she thinks necessary.

Article 47 When considering a proposal at a general meeting, no amendments shall be made

thereto. Otherwise, any change made thereto shall be considered as a new proposal, on

which the voting shall not proceed in such general meeting.

Article 48 The conveners shall guarantee the shareholders’ general meeting to proceed

continuously till the final resolutions are formed. If the shareholders’ general meeting

is terminated or fails to make resolutions due to special reasons such as force majeure

events, necessary measures shall be adopted immediately to resume or directly terminate

the proceeding of the shareholders’ general meeting as soon as possible, and an

announcement shall be made in a timely manner. The conveners shall also report it to

the local relevant branch office of the securities regulatory administration of the State

Council and the stock exchange.
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Article 49 The Company, when convening a general meeting, shall engage lawyers to provide legal

opinions on the following matters which shall be published thereafter:

(I) Whether or not the convening and the convening procedures of the meeting are in

compliance with the laws, administrative regulations and the Articles of

Association;

(II) Whether or not the qualifications of the persons attending the meeting and the

qualification of the convener is lawful and valid;

(III) Whether or not the voting procedures and the voting results are lawful and valid;

(IV) Legal opinions on other matters as required by the Company.

CHAPTER VIII VOTING AND RESOLUTION OF THE GENERAL MEETINGS

Article 50 Resolutions of a general meeting are divided into ordinary resolutions and special

resolutions.

The ordinary resolutions adopted at a general meeting shall be approved by the

shareholders (or their proxies) present at the meeting with more than half of the voting

shares.

The special resolutions adopted at a general meeting shall be approved by the

shareholders (or their proxies) present at the meeting with more than two thirds of the
voting shares.
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Article 51 The following matters shall be approved by the general meeting with ordinary

resolutions:

(I) The work report of the Board and the Supervisory Committee;

(II) The profit distribution and loss offsetting plans prepared by the Board;

(III) Appointment and dismissal of directors in the Board and supervisors appointed

from the non-employees’ representatives, and their remuneration and payment

methods;

(IV) The Company’s annual financial budget, final accounting programs, balance

sheet, income statement and other financial statements;

(V) The Company’s annual report;

(VI) Appointment, dismissal and non-reappointment of the accounting firms;

(VII) Other matters other than those required to be approved with special resolutions as

provided by laws, administrative regulations and the Articles of Association.

Article 52 The following matters shall be resolved by a special resolution at a general meeting:

(I) The increase or decrease in share capital, and the issue of shares of any class,

warrants and other similar securities of the Company;

(II) The issuance of bonds of the Company;

(III) The division, merger, dissolution, liquidation and change of corporate form of the

Company;

(IV) Amendments to the Articles of Association;

(V) Such other matters considered by the general meeting by way of an ordinary

resolution to be of a nature which may have a material impact on the Company

and shall be adopted by a special resolution;

(VI) Any plans of the Company to purchase or sell major assets or provides a
guarantee, within a year, the amount of which exceeds 30% of its total assets;

and

(VII) Share options incentive scheme; and

(VIII) Such other matters provided by the laws, administrative regulations, the listing

rules in the jurisdictions where the shares of the Company are listed or the Rules

of Procedures to be approved by a special resolution.
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Article 53 Shareholders (including their proxies) may exercise their voting rights in accordance

with the number of their shares with voting right. Each share shall have one vote.

When the deliberation in the shareholders’ general meeting affects the significant

matters of medium and small investors’ benefits, the voting of medium and small

investors shall be counted separately. The result of separate vote counting shall be

disclosed publicly in a timely manner.

Shares held by the Company are without voting rights and such shares shall not be

taken in the total number of voting shares held by shareholders represented at the

meeting.

The Board, independent directors and shareholders of the Company who meet the

relevant requirements may solicit votes from shareholders publicly.

While soliciting voting rights of shareholders, information such as the specific voting

intention shall be sufficiently disclosed to the shareholders from whom voting rights are

being solicited. No consideration or other form of de facto consideration shall be

involved in the solicitation of voting rights from shareholders. The Company shall not

impose any minimum shareholding restriction on the solicitation of voting rights.

Article 54 When connected transactions are being considered at a general meeting, the connected

shareholders shall abstain from voting, and the number of shares carrying voting rights

held by them shall not be counted in the total number of valid votes; the resolutions of a

general meeting shall fully disclose the voting results of non-connected shareholders.

The scope of connected transactions and the relevant deliberation shall be subject to the

Articles of Association, specific system of the Company’s connected transaction and the

requirements of the listing rules in the jurisdictions where the shares of the Company

are listed.

Article 55 While ensuring the lawfulness and validity of general meetings, the Company shall

facilitate the participation of shareholders in general meetings by various means and

ways, with priority first given to the provision of modern information technology

means, such as an online voting platform, etc.

Article 56 Save that the Company is under exceptional circumstances such as crisis, unless

approved at the general meeting by special resolution, the Company shall not execute
any contract with any person other than directors, the general manager and other senior

management officers to offer the management of full or important business of the

Company to that personnel.

Article 57 The list of candidates for directors and supervisors shall be submitted to the general

meeting of the Company as a proposal for voting.

- II-17 -

APPENDIX 2 RULES OF PROCEDURES OF THE GENERAL MEETINGS



The shareholders holding a total of more than 3% of the Company’s voting shares are

entitled to nominate candidates for directors.

The Supervisory Committee and shareholders holding a total of more than 3% of the

Company’s voting shares are entitled to nominate candidates for non-employee

supervisors.

Detailed information and resume of candidates shall be specified in the proposal of the

nomination of directors and non-employee supervisors, in order to guarantee

shareholders have a full understanding of the candidates in voting. Before the general

meeting to be convened, candidates for directors and non-employee supervisors shall

issue a written commitment of acceptance of nomination, covenanting that the

information of candidates disclosed by nominators is true and complete, and they will

perform legitimate duties upon election. The nominator shall issue a commitment,

covenanting that the information of candidates for directors and non-employee

supervisors disclosed by them is true and complete.

Article 58 The accumulative voting system may be adopted in voting on the election of directors

and non-employee supervisors according to the provisions in the Articles of Association

or the resolutions of the general meeting

The aforesaid accumulative voting system refers to that each share carrying voting right

is entitled to such number of votes equivalent to the number of directors or supervisors

which may be pooled in the course of the election of directors and supervisors at the

general meeting.

If the number of nominated candidates for directors and non-employee supervisors is

more than the number of vacancies for directors and supervisors, the competitive

election shall be adopted.

The supervisor assumed by the employees’ representative may be directly included into

the Supervisory Committee upon democratic election by the employees of the Company.

The Supervisory Committee shall inform shareholders of the resume and basic

information of the supervisors assumed by the employees’ representative.

The procedures for dismissal of directors and supervisors may be subject to aforesaid

provisions.

Any resolutions on the election, replacement and dismissal of directors and supervisors

in violation of this provision are invalid.

Article 59 Save for the accumulative voting system, the general meeting shall vote on each

proposal individually. Where there are different proposals on the same issue, voting

should be done according to the order of the proposals raised. Except for special reasons
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such as force majeure causing the general meeting to suspend or unable to reach a

resolution, the general meeting shall not set aside any proposal or have any proposal not
voted on.

Article 60 A voting right shall be exercised once through either on-site voting, online voting or

voting by other means. If the same voting right be exercised repeatedly, the result of the

first vote shall prevail.

Article 61 Shareholders who attend the general meeting shall take one of the following stances

when a proposal is put forward for voting: to vote for, vote against or abstain from

voting.

Any votes which are uncompleted, erroneously completed or illegible, or uncast votes

shall be considered as an abstention of voting rights by the voter and the outcome of

votes carried with the shares held by such voter shall be counted as “abstain from

voting”.

Article 62 The voting by poll at the general meeting shall be taken in a registered form.

Article 63 Before the relevant proposed resolution is voted on at the general meeting, two
representatives of the shareholders shall be elected to take part in vote counting and

scrutinizing the conduct of the poll. Any shareholder who is interested in the matter

under consideration and proxies of such shareholder shall not take part in vote counting

or scrutinizing.

When the relevant proposed resolution is being voted on at the general meeting, the

lawyers, shareholders’ representatives, representatives of supervisors shall be jointly

responsible for vote counting and scrutinizing, and the voting results shall be announced

at the venue and included in the minutes of meeting.

Shareholders of the Company or their proxies, who vote via internet or other means,

shall have the right to check the voting results through the relevant voting system.

Article 64 The on-site general meeting shall not end earlier than the online meeting or meeting

delivered through other means. The chairman of the meeting shall announce the voting

status and voting result for each proposal and announce whether a resolution is passed

according to the voting result.

Before the voting result is officially announced, the Company and the vote counter,

scrutineer, substantial shareholders, network services provider and other related parties

involved in the on-site general meeting, online meeting or meeting delivered through

other means undertake confidentiality obligations in relation to the voting result.

Article 65 The chairman of the meeting shall announce the voting status and results of every

proposal and announce whether the proposal is passed or not based on the voting

results.
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Prior to the formal announcement of the voting results, the Company and the vote

counters, scrutineers, substantial shareholders and other parties involved in voting at the
physical general meeting undertake confidentiality obligations in relation to the voting

results.

Article 66 If the chairman of the meeting has any doubt on the poll results, he may arrange for

vote counting. If the chairman of the meeting does not arrange for vote counting, any

shareholder or proxy present objects to the results announced by the chairman, they

shall have the right to demand vote counting immediately after the announcement of the

voting results, and the chairman of the meeting shall have the votes counted

immediately.

Article 67 Where a general meeting has passed the resolutions for electing directors and

supervisors, the newly elected directors or supervisors shall assume their office

immediately thereafter.

Article 68 The announcement of the resolutions passed at the general meeting shall be timely

published according to the relevant listing rules of Shanghai Stock Exchange, the Hong

Kong Listing Rules and other laws and regulations and normative documents and

specify the number of the shareholders and proxies attending the meeting, the total
number of shares held by them and its percentage to the total number of voting shares

of the Company, the means of voting, the voting result of each proposal and the details

of each resolution passed.

Article 69 Where the proposal is not passed, or the general meeting alters the resolutions passed at

the previous general meeting, a special note shall be made in the announcement of the

resolutions of the general meeting.

Article 70 Where a proposal in relation to the payment of cash dividends, the issue of bonus shares

or the capitalization of capital reserves has been passed at a general meeting, the

Company shall implement the specific plans within two months after the conclusion of

such general meeting.

Article 71 The resolutions passed at the general meeting of the Company shall be implemented by

the Board, and the specific contents shall be carried out by relevant staff organized by

the Board Chairman. The item that shall be handled by the Supervisory Committee as

required by the resolution of the general meeting of the Company shall be organized

and implemented by the Supervisory Committee.

CHAPTER IX SPECIAL VOTING PROCEDURES FOR CLASS
SHAREHOLDERS

Article 72 The shareholders holding different kinds of shares are class shareholders.
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The class shareholders enjoy rights and undertake obligations in accordance with the

provisions of laws, administrative regulations and the Articles of Association. Where
appropriate, the Company will ensure that preferred shareholders have sufficient voting

rights.

If the share capital of the Company includes shares without voting rights, then the said

shares shall be specified as “Without Voting Right”. If the share capital includes shares

with different voting rights, then each class of shares (except those with most

preferential voting right) shall be specified as “Restricted Voting Right” or “Limited

Voting Right”.

Article 73 Any proposed change or annulment by the Company to the rights of classified

shareholders shall not come into effect unless approved by special resolutions at a

general meeting and a separate class meetings convened by the shareholders so affected

in accordance with Articles 75 to 78.
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Article 74 The rights of a class of shareholders shall be deemed to be changed or repealed under

the following circumstances:

(1) Increase or decrease the number of shares in this class, or increase or decrease

the number of shares of another class that share the same or more voting rights,

distribution rights, and other privileges as those shares of this class;

(2) Replacing all or part of the shares in this class with other class of shares, or

convert all or part of another class of shares into such class shares or grant the

relevant options;

(3) Cancelling or reducing the rights of the class to obtain dividends or accumulated

dividends already incurred;

(4) Reducing or cancelling the priority of obtaining dividends in the class or the

priority of obtaining property distribution in the liquidation of the Company;

(5) Increase, cancelling or reducing the rights to convert shares, options, voting

rights, transfer rights, pre-emptive rights, and the rights to obtain the securities of

the Company that are attached to the class of shares;

(6) Cancelling or reducing the rights of the class to receive the amounts in a

particular currency owe from the Company;

(7) Establishing a new class of shares sharing the same or more voting rights,

distribution rights or other privileges as the class;

(8) Restrict the transfer or the ownership of this class of shares or increase such

restrictions;

(9) Issue options to purchase or convert shares of this class or another class;

(10) Increase the rights and privileges of other class of shares;

(11) Different class shareholders may not bear their pro rata responsibilities due to the

reorganization plans of the Company;

(12) Amending or repealing the provisions of this Article.

Article 75 The affected class shareholders shall, regardless of whether they originally had voting

rights at general meetings, have voting rights in the class meetings with respect to

matters under Article 74(2) to (8) and (11) to (12), provided that the interested

shareholders shall be excluded.

Article 76 The resolutions of a class shareholders’ meeting shall be approved by two-thirds or

more of the voting rights attending the class shareholders’ meeting.
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Article 77 The Company may convene a class shareholders’ meeting with 45 days prior written

notice specifying the matters to be considered and the date as well as the venue of such
meeting to all registered shareholders of that class. Shareholders who intend to attend

the meeting shall send a written reply confirming his or her attendance to the Company

20 days before the relevant meeting.

If the number of the shares with voting rights represented by the shareholders who

intend to attend the meeting exceeds one half of the total number of shares of that class

with voting rights, the Company may convene the class meeting; otherwise the

Company shall, within five days, notify the shareholders again of the matters to be

considered at the meeting, the date and venue of the meeting by way of public

announcement. After such public announcement, the Company may convene the class

meeting.

Article 78 Notes of class shareholders’ meetings shall only be served to the shareholders entitled to

vote at such meetings. Class shareholders’ meetings shall be held in such procedures as

that applicable to general meetings as possible. The provisions of the Rules of

Procedures regarding the proceedings of general meetings shall apply to class meetings.

Article 79 In addition to shareholders of other classes, shareholders of domestic shares and
overseas listed shares shall be deemed to be different classed of shareholders.

The special procedures for class shareholders shall not apply to the following:

(I) Where the Company issues domestic shares, overseas listed foreign shares

separately or concurrently in any twelve month period upon approval by a special

resolution at a general meeting, and the number of domestic shares and overseas

listed foreign shares to be issued does not exceed 20 percent of the shares

outstanding in this class;

(II) The issuance of domestic shares and overseas listed foreign shares pursuant to a

plan adopted by the Company upon its establishment and which is completed

within 15 months from the date of approval of the State Council Securities

Commission.

(III) With the approval by the securities governing authority of the State Council,

holders of unlisted domestic and foreign shares of the Company convert their

shares into overseas listed shares.
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CHAPTER X MEETING MINUTES

Article 80 Minutes for the shareholders’ general meeting shall be prepared by the secretary to the

Board of Directors. The minutes shall record the following contents:

(I) Time, venue and agenda of the meeting, as well as the name of the convener;

(II) Name of the presider of the meeting and names of directors, supervisors, general

manager, secretary to the Board and other senior management officers attending

or present at the meeting;

(III) Number of shareholders and proxies attending the meeting, total number of the

shares carrying voting rights held by them, and the percentage of shares carrying

voting rights held by them in relation to the total number of shares of the

Company;

(IV) Process of consideration, key points of speech and voting results for each

proposal;

(V) Enquiries or recommendations of shareholders and corresponding replies or

explanations;

(VI) Names of the vote counter, the scrutineer and solicitor;

(VII) Other matters which shall be recorded in the minutes in accordance with the

Articles of Association.

Article 81 The convener shall guarantee that the meeting minutes are authentic, accurate and

complete. The minutes shall be signed by the directors, supervisors, secretary to the

Board of Directors, convener or his representative, and the presider of the meeting. The
meeting minutes shall be stored together with the register of shareholders present at the

meeting, power of attorney for participation, and valid information of voting by other

modes for at least 10 years.

CHAPTER XI SUPPLEMENTARY PROVISIONS

Article 82 The Rules of Procedures shall come into effect on the date of the initial public offering

and listing of RMB ordinary shares of the Company within the PRC (excluding Hong

Kong Special Administrative Region, Macau Special Administrative Region and Taiwan

for the purpose of these Rule of Procedures only) upon approval at a general meeting.

Article 83 Unless otherwise specified, the terms used herein shall have the same meaning ascribed

thereto under the Articles of Association.
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Article 84 For the purpose of the Rules of Procedures, the terms of “above” or “below” shall each

include the said number; and the terms of “more than”, “less than” and “under” shall
not include the said number.

Article 85 Any matters not covered herein shall be governed by the relevant laws, regulations,

other normative documents and the Articles of Association. The relevant laws,

regulations, other normative documents and the Articles of Association shall prevail if

they are in conflict with the Rules of Procedures. In case of any conflict between the

Rules of Procedure and the laws, regulations and other normative documents to be

promulgated in future or the Articles of Association to be amended by legal procedures,

such laws, regulations and other normative documents and the Articles of Association

shall prevail, and amendments shall be made immediately to the Rules of Procedure and

submitted to the general meetings for consideration and approval.

Article 86 Any amendment to the Rules of Procedures shall be proposed by the board of directors

and submitted to the general meeting for consideration and approval.

Article 87 The Rules of Procedures shall be interpreted by the board of directors of the Company.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

RULES OF PROCEDURES OF THE BOARD OF DIRECTORS

CHAPTER I GENERAL RULES

Article 1 In order to regulate the rules of procedures and the decision-making procedures of the

board of directors of Shanghai Fudan Microelectronics Group Company
Limited*(hereinafter referred to as the “Company”), to urge the directors and the

board of directors effectively perform their duties, and to optimize the standard

operation and the scientific decision-making of the board of directors, the Rules of

Procedures of the Board of Directors of the Company (the “Rules of Procedures”) are

hereby formulated in accordance with the Company Law of the People’s Republic of

China, the Securities Law of the People’s Republic of China (hereinafter referred to as

the “Securities Law”), the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (hereinafter referred to as the “Hong Kong Listing

Rules”), relevant listing rules of the Shanghai Stock Exchange and other laws,

regulations and normative documents as well as the Articles of Association of Shanghai

Fudan Microelectronics Group Company Limited* (hereinafter referred to as the

“Articles of Association”).

Article 2 The Company has established the board of directors in accordance with laws. As the

body to make decisions on the Company’s operational matters, the board of directors is

responsible for managing and operating the Company’s legal property according to

relevant laws and regulations such as the Company Law as well as the requirements as

set out in the Articles of Association. The board of directors is accountable to the
general meeting.

Article 3 The Rules of Procedures have binding effect on all the directors of the Company.

CHAPTER II COMPOSITION OF THE BOARD OF DIRECTORS

Article 4 The board of directors shall consist of not more than 15 directors and have one

chairman and one vice chairman.

The members of the board shall comprises at least 3 independent directors (also known

as external independent directors or independent non-executive directors) and the

number of independent directors shall not be less than 1/3 of the numbers of members

of the board and also not less than 3. One of the independent director comprises at least

one professional (who has appropriate professional qualifications or accounting or

related financial management expertise) and at least one independent director is

ordinarily residing in Hong Kong.
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The chairman and vice chairman shall be elected by a majority of all the directors. The

term of office of the chairman and vice chairmen shall be three years, which is
renewable upon re-election.

Article 5 Directors shall be elected at general meetings for a term of three years, which is

renewable upon re-election when it expires. Before the expiration, the general meeting

cannot terminate their services without cause.

Article 6 The term of office of the directors is calculated from the date of appointment to the

expiration of this session of the board of directors. In cases where the tenure expires and

the re-election is not conducted promptly, the existing original directors shall, before the

newly elected directors take office, perform their duties in accordance with the relevant

laws, administrative regulations, these Rules of Procedures and the Articles of

Association.

Article 7 The senior management personnel may also serve as directors. The number of directors

also serving as senior management personnel or employee representatives shall not be

more than one half of the total number of directors of the Company.

CHAPTER III STRUCTURE OF THE BOARD OF DIRECTORS

Article 8 The board of directors shall set up an office, which deals with the daily operations of

the board of directors.

Article 9 The Company shall have one secretary to the board of directors. The secretary to the
board of directors shall be a senior management personnel of the Company. The term of

office of the secretary shall be three years, which is renewable upon re-appointment.

Article 10 The board of directors may set up an audit committee, nomination committee,

remuneration and assessment committee, strategy and investment committee, etc. as the

special working organisations of the board of directors. The composition, authority and

rules of procedure of each committee shall be formulated by the board of directors.

CHAPTER IV FUNCTIONS OF THE BOARD OF DIRECTORS

Article 11 The board of directors should diligently perform the duties stipulated by relevant laws

and regulations and the Articles of Association to ensure that the Company complies

with the laws and regulations and the Articles of Association, treats all shareholders

equally and concerns the interests of other stakeholders.
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Article 12 The board of directors exercises the following powers and functions in accordance with

laws:

(I) to be responsible for the convening of general meetings and report its work to the

general meeting;

(II) to implement the resolutions of general meetings;

(III) to decide on the Company’s business plans and investment plans;

(IV) to formulate the Company’s plans on annual financial budgets and final accounts;

(V) to formulate the Company’s profit distribution plans and plans on making up

losses;

(VI) to formulate the proposal for increase or decrease of the registered capital of the

Company and issue of bonds of the Company;

(VII) to formulate plans for merger, division, dissolution and change of corporate form

of the Company;

(VIII) to decide on the Company's external investments, acquisition and disposal of its

assets, pledge of assets, external guarantee, trust management, related

transactions and other issues under authorization granted at the general meeting;

(IX) to resolve on the acquisition of the Company’s shares by the Company in the

circumstances specified in Article 24 (III), (V) and (VI) of the Articles of

Association;

(X) to decide on the establishment of an internal management organisation of the

Company;

(XI) appoint or dismiss the general manager of the Company; upon the nomination of

the general manager, appoint or dismiss the deputy general manager, financial

controller and other senior management personnel of the Company, and decide

the remunerations of the general manager and other senior management

personnel;

(XII) to formulate the basic management system of the Company;

(XIII) to formulate proposals for amendment to the Articles of Association;

(XIV) to manage information disclosure issues of the Company;

(XV) to propose to the general meeting to appoint or change accounting firm in charge

of the audit of the Company;
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(XVI) to receive the work report of the general manager and inspect the work of the

general manager of the Company;

(XVII) to exercise any other powers stipulated by laws, regulations and the listing rules

of the stock exchange in the jurisdictions where the shares of the Company are

listed, and conferred by the general meeting and the Articles of Association.

Except for the board resolutions in respect of the matters specified in sub-clauses (VI),

(VII) and (XIII) of the preceding sub-section which shall be passed by not less than

two-thirds of the directors, the board resolutions in respect of all other matters may be

passed by more than one half of the directors. The board of directors shall perform its

duties in accordance with laws, administrative regulations, the listing rules of the stock

exchange in the jurisdictions where the shares of the Company are listed, the Articles of

Association and resolutions of the general meetings.

Article 13 The board of directors of the Company shall give an explanation on the non-standard

audit opinions on the financial report of the Company issued by registered accountants

at the general meeting.

Article 14 The board of directors should define the authorization for external investment,
acquisition and disposal of assets, pledge of assets, external guarantee, entrusted wealth

management and related party transactions and establish stringent examination and

decision-making process; and experts or specialists shall be organised to assess and

examine material investment projects (other than any provision of guarantee, donation

of cash assets received and pure relief of the obligations of the Company), which shall

be submitted to the general meeting for approval as well. The criteria for determining

material investment projects are as follows:

(I) the total assets (the higher of the book value and the appraised value, if both

available) involved in the transaction account for more than 50% of the latest

audited total assets of the listed Company;

(II) the amount of the transaction accounts for more than 50% of the market

capitalization of the listed Company;

(III) the profit derived from the transaction accounts for more than 50% of the audited

net profit of the listed Company for the most recent financial year, and exceeds

RMB5 million in its absolute value;

(IV) the operating revenue of the target of the transaction (e.g. equity interests) for the

most recent financial year accounts for more than 50% of the audited operating

revenue of the listed Company for the most recent financial year, and exceeds

RMB50 million in its absolute value;
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(V) the net profit of the target of the transaction (e.g. equity interests) for the most

recent financial year accounts for more than 50% of the audited net profit of the
listed Company for the most recent financial year, and exceeds RMB5 million in

its absolute value.

(VI) the net assets of the target of the transaction (e.g. equity interests) for the most

recent financial year accounts for more than 50% of the market capitalization of

the listed Company;

(VII) the transaction may constitute a “discloseable transaction” under Chapter 14 of

the Listing Rules of Stock Exchange and any applicable percentage ratios in

respect of the transaction is 25% or exceeds 25%; and

(VIII) other circumstances under which an investment is required to be submitted to the

general meeting for consideration as prescribed in relevant laws and regulations

in the PRC, the relevant laws and regulations in the Hong Kong Special

Administrative Region, the Hong Kong Listing Rules, the relevant listing rules of

Shanghai Stock Exchange, the Articles of Association and relevant management

system of the Company.

If the figures of the indicators above are negative, its absolute value shall be used for

measurement.

Any venture capital investments of the Company in relation to stocks, futures and

foreign exchange transactions shall be subject to approval from the board of directors

for a feasibility study report and implementation plan put forward by the professional

management department.

External guarantees requiring approval of the board of directors shall be reviewed and

approved by more than two-thirds of the directors present at the board meeting. If any

director(s) is interested in the subject matter being considered, such director(s) shall

abstain from voting, and the resolution made at the board meeting shall be approved by

more than two-thirds of all disinterested directors. If the number of disinterested

directors who attend the board meeting is less than three, the guarantee shall be

submitted to the general meetings for consideration.

CHAPTER V AUTHORIZATION OF THE BOARD OF DIRECTORS

Article 15 To ensure and enhance the stable and efficient daily operation of the Company, the

board of directors defines and partially delegate authorities concerning investments,

assets disposal, external guarantee, debts and finance policies and department setting to

the chairman or the president according to the Articles of Association and under the

authorization of the general meeting.
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Article 16 The chairman exercises the following powers and functions:

(I) to preside over the general meetings, and to convene and preside over the board

meetings;

(II) to review the implementation of board resolutions;

(III) to sign the securities issued by the Company;

(IV) to perform other powers entrusted by the board of directors or the listing rules of

the stock exchange in the jurisdictions where the shares of the Company are

listed.

Article 17 The vice chairman of the Company shall assist the chairman in his performing his

duties. When the chairman is unable or fails to perform his duties, such duties shall be

performed by the vice chairman; when the vice chairman is unable or fails to perform

his duties, more than half of directors shall jointly recommend one director to perform

such duties.

Article 18 The general manager of the Company shall be accountable to the board of directors and
exercise the following powers:

(I) to lead the Company’s production, operation and organize resources to carry out

the board’s resolutions;

(II) to organize the implementation of the Company’s annual business plan and

investment schemes;

(III) to draft plans for the establishment of the Company’s internal management

structure;

(IV) to draft the Company’s basic management system;

(V) to draft the Company’s basic rules and regulations;

(VI) to propose the appointment or removal of the vice general manager, financial

controller and other senior management members of the Company;

(VII) to appoint or remove management staff other than those who should be appointed

or removed by the board of directors;

(VIII) to exercise other powers conferred by the Articles of Association or the board of

directors.

- III-6 -

APPENDIX 3 RULES OF PROCEDURES OF THE BOARD OF DIRECTORS



CHAPTER VI RULES FOR THE BOARD MEETINGS

Article 19 The meetings of the board of directors are divided into regular meetings and interim

meetings.

Article 20 The board of directors shall convene at least 4 regular meeting every year. All board

meetings shall be convened and presided over by the chairman. Should the chairman be

unable to or fail to exercise his/her functions or duties, a director elected jointly by not

less than one half of the directors shall convene and preside over the meeting. A written

notice of the regular board meeting shall be sent to all directors and supervisors at least

14 days before the date of the board meeting. The written notice shall include the
information specified in Article 23 of these Rules.

Article 21 In the event of any of the following circumstances, the chairman of the board shall issue

a notice convening an interim meeting within 10 days:

(I) when it is proposed by shareholders representing not less than ten percent of the

voting rights;

(II) when it is jointly proposed by not less than one-third of the directors;

(III) when it is proposed by the Supervisory Committee;

(IV) when the chairman of the board considers it necessary;

(V) when it is proposed by not less than one half of the independent directors;

(VI) when it is proposed by the general manager;

(VII) when it is required by securities regulatory authorities;

(VIII) other circumstances prescribed by the Articles of Association of the Company,

the Hong Kong Listing Rules or the listing rules of the stock exchange in

jurisdictions where the shares of the Company are listed.

Article 22 The notice convening the interim board meeting shall be sent in writing to all directors

at least 5 days before the meeting. With the unanimous consent of all the directors, such

notice period may be waived. In case of emergency, where an interim meeting is

required to be convened as soon as possible, the notice of such meeting may be

despatched by phone or other oral methods at any time, provided that the convener of

the meeting shall provide explanations at the meeting.
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Article 23 The notice of the board meeting shall include the following:

(I) the time and venue of the meeting;

(II) the means of convening the meeting;

(III) the duration of the meeting;

(IV) the reasons for and matters to be considered of the meeting;

(V) the convener of the meeting, the requisitionist of the interim meeting and their

written proposals;

(VI) meeting materials necessary for voting by the directors;

(VII) requirements for the directors to attend the meeting in person or by proxy;

(VIII) contact person and contact information;

(IX) date of issuing the notice.

An oral notice of a meeting shall include at least the information set out in paragraphs

(I) and (II) above and the explanations for the reasons why an interim meeting shall be

convened as a matter of emergency.

Article 24 After the written notice of the regular meeting is issued, if the meeting date, venue or

any other items need to be changed, or the meeting proposal needs to be supplemented,

modified or cancelled, a change notice shall be given in writing three days prior to the

originally scheduled meeting date to specify the reasons and contents of the new

proposal as well as the relevant materials. If the change notice is given within three

days prior to the originally scheduled meeting date, the meeting shall be postponed

accordingly or convened on schedule upon the approval of all directors who will attend

the meeting.

After the notice of the interim meeting is issued, if the meeting date and time, venue or

any other items need to be changed, or the meeting proposal needs to be supplemented,

modified or cancelled, prior approval from all directors who will attend the meeting

shall be obtained and the corresponding records shall be made.

Article 25 The board meetings shall be held only if more than half of the directors are present. If

(a) director(s) refuse(s) or fail(s) to attend a meeting, the quorum of such meeting, as a

result, is not met, the chairman and the secretary to the Board shall report to the

regulatory authorities in a timely manner.
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Article 26 The board meetings shall, in principle, be convened on-site. If necessary, upon consent

of its convener (chairman) and its initiator, a board meeting may be convened by video
conference, telephone conference, or voting via facsimiles or emails. The board

meetings may also be convened on-site and off-site simultaneously.

Where a board meeting is convened off-site, the number of directors present at the

meeting shall be calculated based on the number of the directors present by video, the

number of the directors expressing their opinions during conference calls, the number of

valid votes casted by means of fax, email or otherwise received within the prescribed

period, or the number of post-meeting written confirmations submitted by the directors

confirming their attendance.

Article 27 Supervisors are entitled to attend the board meetings as non-voting participants, and the

general manager and the secretary to the board of directors who is not a director shall

attend the board meetings as non-voting participants. To the extent he/she deems

necessary, the chairman of the meeting may notify other relevant persons to attend the

board meeting as non-voting participants.

Article 28 If any shareholders or directors are involved in the conflicts of interest as the board

deems significant in the matters to be deliberated by the board, relevant matters shall be
handled at the board meetings (rather than written resolutions). The independent non-

executive directors shall attend relevant board meetings if they and their close associates

do not have material interests in the transaction.

Article 29 The directors shall attend a board meeting in person. Where a director is unable to

attend the meeting in person due to certain reasons, he/she may by a written power of

attorney appoint another director to attend the meeting as his/her proxy. The power of

attorney shall indicate:

(I) the name of the proxy;

(II) the entrusted matter;

(III) the scope of authorization and its term of validity;

(IV) the signature or seal of the appointer.

The authorized director attending the meeting shall exercise the rights of a director
within the scope of authorization. If a director does not attend a board meeting in

person, and does not authorize any representatives to attend the meeting, he/she shall be

deemed to have waived his/her voting rights at the meeting.

Where connected transactions are reviewed at a meeting, a director who is not a related

party shall not authorize a director who is a related party to attend such meeting on his/

her behalf, nor shall any director who is a related party accept such authorization by any

director who is not a related party.
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A director shall not authorize another director with full powers to attend a meeting on

his/her behalf without having specified his/her personal opinions and voting intentions
on the proposals, nor shall any director accept authorizations with full powers or

without specific scope by another director.

A director shall not accept the authorizations from more than two directors, nor shall

any director authorize a director who has accepted authorizations by another two

directors to attend the meeting on his/her behalf.

An independent director shall not authorize a non-independent director to attend the

meeting on his/her behalf, nor shall a non-independent director accept the authorization

from an independent director.

Article 30 The chairman of the meeting shall seek opinions on each proposal from the directors

attending the board meeting.

With respect to the proposal that shall be approved by independent directors in advance

according to the regulations, the chairman of the meeting shall appoint an independent

director to read out the written confirmation of independent directors before discussion

of the relevant proposal.

Any director who obstructs the normal proceeding of a meeting or interferes with the

speech by another director shall be restrained from doing so by the chairman without

delay.

Except as approved unanimously by all directors present, the board meeting shall not

vote on any proposal that is not included in the meeting notice. A director entrusted by

other director to attend the meeting shall not vote on the proposal beyond the meeting

notice on his/her behalf.

Article 31 Directors shall read meeting documents earnestly, and express independent and prudent

opinions based on full understanding of relevant circumstances.

The directors may learn information necessary for decision-making from relevant

persons and institutions such as the secretary to the board of directors, the meeting

convener, the general manager and other senior management personnel, accounting

firms and law firms. They may also suggest the chairman at the meeting to invite above

persons and institution representatives to attend the meeting and make explanations.

Article 32 After a proposal is fully discussed, the chairman shall invite in due time the directors in

attendance to vote on it. The chairman may also invite the directors present to vote only

after all proposals for the meeting have been discussed.

The resolution of board of directors shall be voted by signed writing votes by

implementing one-person one-vote system.
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Directors may choose to vote for, against or abstain in any resolution. The directors

attending the meeting shall select one out of the aforesaid voting options. If a director
selects no or two or above options, the chairman of the meeting shall request the

director to reselect. Any director refusing to reselect shall be deemed as abstained from

voting. Any director who leaves in the course of the meeting without indicating any

voting options shall be deemed as abstained from voting.

Article 33 If any director has connection with the enterprise involved in the resolution made at a

board meeting, the said director shall not vote on the said resolution for himself or on

behalf of other director. The board meeting may be held when more than half of the

non-connected directors or representatives authorized by him/her attend the meeting.

The resolution of the board meeting shall be passed by more than half of the non-

connected directors. If the number of non-connected directors attending the meetings is

less than three, the matter shall be submitted to the general meeting for consideration.

In the event of any of the following circumstances, a director shall abstain from voting

on the relevant proposals:

(I) where a director shall abstain from voting as required by the relevant listing rules

of the stock exchange in the jurisdictions where the shares of the Company are
listed;

(II) where a director shall, in his/her own opinion, abstain from voting;

(III) where a director shall abstain from voting as a result of his/her being connected

to the enterprise involved in a proposal considered in a meeting pursuant to the

Articles of Association.

In the event that the general manager or any other senior management of the Company

also serves as a director, he/she shall not vote on matters related to his/her position

(such as remuneration) in his/her capacity as a director.

Article 34 After voting of the attending directors, the relevant personnel shall collect votes cast by

the directors in a timely manner, which votes shall be counted by the secretary to the

board of directors under the supervision of two supervisors.

Where the meeting is convened on-site, the chairmen of the meeting shall announce the

voting results on the spot; in other circumstances, the chairman of the meeting shall
require the secretary to the board of directors to announce the voting results within the

working day following the prescribed voting deadline.

The votes cast by directors after the time when the chairman announces the voting

results or after the prescribed voting deadline may not be counted.

Article 35 The board of directors shall act strictly as authorized by the general meetings and the

Articles of Association, and shall not make any resolution beyond its authority.
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Article 36 When a board meeting needs to resolve on matters pertaining to the distribution of the

profits of the Company or special rules on conversion of capital reserve into share
capital, it may first notify the certified public accountant of the distribution plan

proposed to be submitted to the board of directors for consideration and request such

accountant to produce a draft audit report (with all financial data determined, other than

those related to distributions) on the basis of said plan. After the resolution on the

distribution is passed by the board of directors, the board of directors shall request the

certified public accountant to produce a formal audit report, on the basis of which the

board of directors will resolve on other matters in relation to periodic reports.

Article 37 If, in the opinion of one half or more of the attending directors, a certain proposal is

unclear or unspecific, or they being unable to form a judgment on the relevant matter

due to the meeting materials are inadequate or other reasons, then the chairman of the

meeting shall demand that the voting be postponed in the meeting. The directors

requesting the postponement shall lay out the specific requirements that such proposal

needs to satisfy in order for it to be re-submitted for consideration.

Article 38 The board of directors shall keep minutes of resolutions on matters discussed at

meetings. The minutes shall be signed by the directors present at the meeting. Such

board meeting minutes shall be kept as part of the Company’s documents for at least 10
years.

Article 39 Resolutions made by the board of directors shall be announced by the secretary to the

board of directors pursuant to applicable law and regulations, the Article of Association,

the relevant listing rules of Shanghai Stock Exchange and the Hong Kong Listing Rules.

The directors present at the meeting and other persons who are in attendance, taking

notes or providing services at the meeting shall be obliged to keep the contents of the

resolutions confidential until the resolutions are disclosed by a public announcement.

Article 40 The secretary to the board of directors shall arrange the staff to prepare detailed minutes

for the board meetings. The minutes shall include the following information:

(I) the ordinal number of the meeting and its time, venue and form;

(II) the issue of meeting notices;

(III) the convener and the chairman of the meeting;

(IV) directors’ attendance in person or by proxy;

(V) proposals considered by the meeting, key points of the remarks and opinions of

all directors on relevant matters, and the vote intentions of all directors on the

proposals;

(VI) voting method and results of each matter (the voting results shall specify the

number of affirmative votes, negative votes or abstentions);
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(VII) the independent directors’ opinions shall be set out in the resolutions of the board

of directors’ meeting.

(VIII) other matters deemed recordable by the attending directors.

Article 41 Directors shall be responsible for the resolutions of the Board. Where a resolution of the

Board violates the laws, administrative regulations or the Articles of Association or

resolutions by a general meeting and causes serious losses to the Company, the directors

who took part in such a resolution shall be liable to compensate the Company. However,

if a director who voted against the resolution can be proved to have expressed his/her

opposition to such resolution when it was put to the vote, and such opposition has been

recorded in the minutes, the director may be relieved of such liability.

Article 42 Besides the meeting minutes, the secretary to the board of directors may where

necessary arrange the staff to make a summary of the meeting, and make separate

minutes of resolutions passed at the meeting according to the voting results.

Article 43 The attending directors shall sign the meeting minutes and minutes of resolutions in

person or on behalf of the directors appointing them to attend the meeting. Where the

directors disagree over the meeting minutes or minutes of resolutions, they may attach
written remarks when signing the same. Where necessary, they shall announce public

statements.

Where any director neither signs as per the preceding paragraph nor provides his/her

dissenting opinions in writing or announces public statement, the said director shall be

deemed as fully agreeing with the meeting minutes and minutes of resolutions.

Article 44 The chairman shall urge relevant personnel to execute the board resolutions, supervise

the execution thereof, and report at future board meetings.

Article 45 Archives of the board meetings include meeting notices, meeting documents, attendance

book, powers of attorney for proxy directors, meeting tape recordings, votes, meeting

minutes signed by the attending directors, meeting summaries, minutes of resolutions,

etc., which shall be kept by the board of directors.

CHAPTER VII SECRETARY TO THE BOARD OF DIRECTORS

Article 46 The Company shall have a secretary to the board of directors. The secretary to the board

of directors is a senior management member of the Company and shall be accountable

to the board of directors.

Article 47 The qualification requirements for the secretary to the board of directors are as follows:

(I) The secretary to the board of directors shall be a senior management of the

Company;
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(II) The secretary to the board of directors shall be a natural person with necessary

professional knowledge and experience, and shall have good professional ethics
and personal qualities to strictly abide by relevant laws, regulations and rules and

perform duties in a faithful manner.

(III) The secretary to the board of directors shall hold a qualification certificate of the

secretary to the board of directors recognized by the securities regulatory

department of the place where the shares of the Company are listed.

Article 48 Any person who falls within any of the following circumstances shall not serve as the

secretary to the board of directors:

(I) without capacity or with restricted capacity for civil acts;

(II) has been sentenced to penalties because of committing an offence of corruption,

bribery, embezzlement of property, misappropriation of property or sabotaging

the social economic order; or has been deprived of his/her political rights because

of committing any crime, in each case where less than 5 years have elapsed upon

the completion of implementation of such punishment or deprivation;

(III) is a former director, factory manager or manager of a company or enterprise

which has undergone liquidation and is personally liable for the liquidation of

such company or enterprise, where less than 3 years have elapsed upon the

completion of the insolvency and liquidation of the company or enterprise;

(IV) is a former legal representative of a company or enterprise which had been

ordered to close down with its business license being revoked due to the

violation of the laws and is personally liable for the revocation and shutdown,

where less than 3 years has elapsed upon the revocation of the business license;

(V) bears a relatively large amount of debts due and outstanding by himself or

herself;

(VI) is prohibited from entering the securities market by the local securities regulatory

department of the place where the shares of the Company are listed and the

aforesaid prohibition period has not yet expired;

(VII) has been subject to an administrative penalty by the local securities regulatory
department of the place where the shares of the Company are listed in the most

recent 3 years;

(VIII) has been publicly declared by any stock exchange to be unsuitable for serving as

the secretary to the board of directors of any listed company;

(IX) in the most recent 3 years, has been either publicly reprimanded by the stock

exchange or criticized not less than three times by any stock exchange;
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(X) is an incumbent supervisor of the Company;

(XI) any other circumstances as provided for by laws, administrative regulations or

departmental rules.

Article 49 The main duties of the secretary to the board of directors are:

(I) to ensure that constitutional documents and records of the Company are

complete;

(II) to ensure that reports and documents of the Company required by competent

authorities are prepared and delivered in accordance with the laws;

(III) to ensure the Company’s register of members is properly maintained and ensure

that the relevant records and documents of the Company shall be obtained in a

timely manner by the persons entitled to have access to them;

(IV) to fulfill other duties delegated by the board of directors and other duties required

by the listing rules of the stock exchange in the jurisdictions where the

Company’s shares are listed;

Article 50 The accountants of the external accounting firm and lawyers of the external law firm

engaged by the Company shall not act as the secretary to the board of directors.

Article 51 The secretary to the board of directors shall be nominated by the chairman and

appointed or removed by the board of directors. The secretary to the board of directors

shall serve a term of 3 years and may be re-elected to serve consecutive terms.

When the secretary to the board of directors is acted by a director and any action should

be made by the director and the secretary to the board of directors separately, the person

who is the director and secretary to the board of directors is not allowed to make such

action in his/her dual capacity.

Article 52 The secretary to the board of directors has a fiduciary duty and an obligation of

diligence toward the Company and undertakes legal liabilities as a senior management

member, and hence shall comply with the Articles of Association, faithfully perform

his/her duties and safeguard the interests of the Company and shall not use his/her

position and powers in the Company to seek private gains for himself/herself.

CHAPTER VIII SUPPLEMENTARY PROVISIONS

Article 53 The Rules of Procedures shall come into effect on the date of the initial public offering

and listing of RMB ordinary shares of the Company within the PRC (excluding Hong
Kong Special Administrative Region, Macau Special Administrative Region and Taiwan

for the purpose of these Rules of Procedures only) upon approval at a general meeting.
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Article 54 Unless otherwise specified, the terms used herein shall have the same meaning ascribed

thereto under the Articles of Association.

Article 55 For the purpose of the Rules of Procedures, the terms of “above” or “below” shall each

include the said number; and the terms of “more than”, “less than” and “under” shall

not include the said number.

Article 56 Any matters not covered herein shall be governed by the relevant laws, regulations,

other normative documents and the Articles of Association. The relevant laws,

regulations, other normative documents and the Articles of Association shall prevail if

they are in conflict with the Rules of Procedures.

In case of any conflict between the Rules of Procedure and the laws, regulations and

other normative documents to be promulgated in future or the Articles of Association to

be amended by legal procedures, such laws, regulations and other normative documents

and the Articles of Association shall prevail, and amendments shall be made

immediately to the Rules of Procedure and submitted to the general meeting for

consideration and approval.

Article 57 Any amendment to the Rules of Procedures shall be proposed by the board of directors
and submitted to the general meeting for consideration and approval.

Article 58 The Rules of Procedures shall be interpreted by the board of directors of the Company.

Shanghai Fudan Microelectronics Group Company Limited

February 2019

- III-16 -

APPENDIX 3 RULES OF PROCEDURES OF THE BOARD OF DIRECTORS



上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

RULES OF PROCEDURES OF THE SUPERVISORY COMMITTEE

CHAPTER I GENERAL RULES

Article 1 In order to further ensure the effective performance of duties by the Supervisory

Committee of Shanghai Fudan Microelectronics Group Company Limited (hereinafter
referred to as the “Company”) according to laws and the improvement of the corporate

governance structure, the Rules of Procedures of the Supervisory Committee

(hereinafter referred to as the “Rules of Procedures”) are hereby formulated in

accordance with the Company Law of the People’s Republic of China (hereinafter

referred to as the “Company Law”), the Securities Law of the People’s Republic of

China (hereinafter referred to as the “Securities Law”), the Rules Governing the Listing

of Securities on The Stock Exchange of Hong Kong Limited (hereinafter referred to as

the “Hong Kong Listing Rules”), relevant listing rules of Shanghai Stock Exchange and

other laws, regulations and normative documents as well as the Articles of Association

of Shanghai Fudan Microelectronics Group Company Limited (hereinafter referred to as

the “Articles of Association”) and other relevant requirements.

Article 2 The Supervisory Committee is a standing supervisory body of the Company. It shall be

responsible to the general meetings and shall be elected at the general meetings. The

financial affairs and the compliance and legality of the performance of duties by the

directors, general managers and other senior management personnel are supervised by

the Supervisory Committee in order to safeguard the lawful rights and interests of the

Company and shareholders.

Article 3 Supervisors and the Supervisory Committee shall exercise their powers according to the

relevant requirements of laws, administrative regulations, departmental rules and the

Articles of Association. The Company shall take effective measures to safeguard the

right to information of the supervisors, and the Board of Directors, general managers

and each department and branch of the Company shall offer support and necessary

assurance. None of the institutes and individuals of the Company shall intervene or

interfere the normal exercise of powers by the supervisors and the Supervisory

Committee.

Article 4 Supervisors shall comply with laws, administrative regulations and the Articles of

Association and shall perform the duties of loyalty and diligence to the Company.

Supervisors are not allowed to use their powers for accepting bribes or other illegal

incomes or encroaching upon the Company’s property.
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Article 5 This Rules of Procedures shall be binding to all supervisors of the Company, the staff

delegated by the Board of Supervisor and other relevant personnel present at the
meetings of the Supervisory Committee.

CHAPTER II COMPOSITION OF THE SUPERVISORY COMMITTEE

Article 6 The Supervisory Committee shall be composed of two shareholder representatives and
one employee representative of the Company, one of whom shall be the chairman of the

Supervisory Committee. Shareholder representatives shall be elected and removed by

the general meetings, and employee representatives shall be democratically elected and

removed by the employees of the Company at the employee representative meeting,

employee meeting or other democratic forms.

Article 7 The appointment and removal of chairman of the Supervisory Committee shall be voted

by more than two thirds of the supervisors.

The term of office of supervisors and the chairman of the Supervisory Committee shall

be 3 years and is eligible for re-election and may serve consecutive terms.

Article 8 Supervisors are natural persons.

Article 9 A person under the circumstances described in Section 146 of the Company Law and

being prohibited from the securities market by the China Securities Regulatory

Commission where such prohibition has not been released shall not serve as a

supervisor of the Company. Any director, general manager and other senior
management personnel shall not concurrently act as a supervisor of the Company.

Article 10 The term of a supervisor is 3 years, and after the expiry of such term, he/she is eligible

to offer himself/herself for re-election. A supervisor shall not be removed without

proper reasons at general meetings before the expiry of his/her term. The term of a

supervisor commences on the date on which a resolution has been passed at a general

meeting and ends at the time when the term of this Supervisory Committee expires.

Article 11 If the term of office of a supervisor expires but re-election is not made responsively or

if any Supervisor resigns during his or her term of office so that the membership of the

Supervisory Committee falls short of the quorum, the resignation report of the former

supervisor shall take effect after the new supervisor fills his vacancy and the former

supervisor shall still perform his duties as supervisor in accordance with the

requirements of laws, administrative regulations and the Articles of Association

before the appointment of newly-elected supervisor.
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CHAPTER III DUTIES OF SUPERVISORS

Article 12 Supervisors shall perform their duties faithfully and safeguard the interests of the

Company with in compliance with the requirements of laws, administrative regulations,

departmental rules and the Articles of Association. In case of interest conflicts between

supervisor and the Company and shareholders, he/she shall take the best interests of the

Company and shareholders in priority.

Article 13 Supervisors shall have expertise or work experience of laws and accounting suitable for

their positions. The composition and structure of the Supervisory Committee shall be

able to ensure that the Supervisory Committee can independently and effectively
conduct supervision and inspection over the directors, general managers and other

senior management personnel, as well as the financial affairs of the Company.

Article 14 Supervisors shall not to seek improper advantages for their own or others by using the

convenience of duty and shall not interfere and engage in the daily operation

management and personnel appointment and removal of the Company. Supervisors shall

not damage the interests of the Company by taking advantages of their association

relationship, and if having caused losses to the Company with such action, he/she shall

assume the indemnity obligations.

Article 15 A supervisor shall attend the meetings of the Supervisory Committee in person, and in

case of failure with reasons, he/she shall arrange another supervisor to attend the

meeting on his behalf with a written power of attorney. Such power of attorney shall

include the name of the proxy, matters entrusted, authorization and valid period and

shall have the signature of the principal and seals. The supervisor attending the meeting

on behalf of the principal shall exercise the rights of supervisors within the scope of

authorization. The supervisor who fails to attend the meeting of the Supervisory

Committee and have not entrusted a proxy to attend such meeting shall be deemed to

have abstained from voting at the meeting.

Article 16 A supervisor who was absent for two consecutive times without prior approval of the

Supervisory Committee shall be deemed as unable to perform his/her duties and shall be

replaced at the general meeting or the employee representatives’ meeting.

Article 17 A supervisor may resign before the expiry of his/her term. When a supervisor resigns,

he/she shall submit a written resignation notice to the Supervisory Committee and shall

explain any matter which is related to his/her resignation or which he/she considers

necessary to bring to the attention of the Company’s shareholders, the Board of

Directors and the Supervisory Committee.

Article 18 When a supervisor tenders resignation or the tenure is expired, his/her duty of

confidentiality in respect of the trade secrets of the Company shall still be in effect after

the expiry of his/her term, until such trade secrets become public information. Other

duties may continue for such period determined by the principle of fairness, depending
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on the length of time which has elapsed between the occurrence of the event concerned

and the termination of tenure, and the circumstances and conditions under which the
relationships between them and the Company have been terminated.

CHAPTER IV POWERS OF THE SUPERVISORY COMMITTEE

Article 19 The Supervisory Committee shall exercise the following powers:

(I) to review the financial affairs of the Company;

(II) to supervise whether the directors, general managers and other senior

management personnel of the Company have violated any laws, administrative

regulations or the Articles of Association in the course of discharging their

duties;

(III) to demand rectification from the directors, general managers and other senior

management personnel of the Company where their conducts are detrimental to

the interests of the Company;

(IV) to check the financial information such as the financial report, business report

and profit distribution plans to be submitted by the Board of Directors to the

shareholders’ general meetings and, should any queries arise, to entrust in the

name of the Company public certified accountants or public auditors to re-

examine the financial information;

(V) to propose to convene an extraordinary general meeting;

(VI) to deal with or pursue action against directors or senior management personnel

on behalf of the Company;

(VII) to audit and provide audit opinions on the periodic reports of the Company;

(VIII) other powers as stipulated by laws, administrative regulations, statutory

documents and the Articles of Association.

Article 20 Supervisors are entitled to attend the meeting of the Board of Directors and make

enquiry or recommendation regarding the resolutions of the meeting of the Board of

Directors.

Article 21 The Supervisory Committee can engage professional institutions such as law firms and

accounting firms to assist in exercising its powers with expenses to be borne by the

Company whenever and wherever necessary.
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Article 22 The Supervisory Committee can propose resolution to the shareholders’ general meeting

to remove a director, or to the Board of Directors to dismiss a general manager or other
senior management personnel due to their unlawful acts and material dereliction of duty

subject to the approval of the meeting of the Supervisory Committee.

Article 23 The Supervisory Committee’ supervisory records of directors, general managers and

other senior management personnel and results of financial or special investigation to

directors, general managers and other senior management personnel shall be an

important basis for the performance evaluation of directors, general managers and other

senior management personnel.

Article 24 If a supervisor violates the provisions of laws, administrative regulations or the Articles

of Association when performing his duties and causes damage to the Company, he/she

shall assume the indemnity obligations.

CHAPTER V POWERS OF THE CHAIRMAN OF
THE SUPERVISORY COMMITTEE

Article 25 The Chairman of the Supervisory Committee shall exercise the following powers in

accordance with laws:

(I) to convene and preside over a meeting of the Supervisory Committee;

(II) to supervise and inspect the execution and implementation of the resolutions of

the Supervisory Committee;

(III) to give reports to the general meeting on behalf of the Supervisory Committee;

(IV) to chair the daily work of the Supervisory Committee and organize the

preparation of the annual work plan of the Supervisory Committee;

(V) to sign important documents of the Supervisory Committee within the scope of

authorization in accordance with the resolutions approved by the Supervisory

Committee during the intercessional period of the Supervisory Committee;

(VI) other powers delegated by the Supervisory Committee.

CHAPTER VI CONVENING AND NOTICE OF THE MEETINGS OF THE
SUPERVISORY COMMITTEE

Article 26 The Supervisory Committee may establish an office of the Supervisory Committee or

entrust other staff of the Company to assist it in handling the daily affairs of the

Supervisory Committee.
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Article 27 Meetings of the Supervisory Committee shall be classified as regular meetings and

interim meetings. The Board of Supervisor shall hold a regular meeting at least every 6
months by giving all supervisors a written notice 10 days before the meeting.

Article 28 A supervisor may propose to convene a meeting of the Supervisory Committee. If the

Supervisory Committee intends to convene an interim meeting, it shall give all

supervisors a written notice 5 days before the meeting. Under any of the following

circumstances, the Supervisory Committee shall convene an interim meeting within 10

days:

(I) when any supervisor proposes to hold such a meeting;

(II) when a resolution that is in conflict with the relevant laws, regulations, rules,

provisions and requirements of the regulatory authority, the Articles of

Association, resolutions of the general meetings of the Company and other

relevant requirements has been passed at a general meeting or a Board meeting;

(III) when any improper conduct of a director and a senior management personnel is

likely to cause material damage to the Company or cause turmoil in the markets;

(IV) when a shareholder initiates a legal action against the Company, or its directors,

supervisors or senior management personnel;

(V) when the Company, or its directors, supervisors or senior management personnel

are punished by the securities regulatory authority of the place where the

Company’s shares are listed or publicly reprimanded by the stock exchange of

the place where the Company’s shares are listed;

(VI) when the securities regulatory authority requires such a meeting to be held;

(VII) other circumstances specified in the Articles of Association.

The notice period for convening the above interim meetings of the Supervisory

Committee can be shortened or waived with the unanimous consent from all supervisors

of the Company. If it is required to convene an interim meeting of the Supervisory

Committee as soon as possible in response to emergency, the notice of the interim

meeting can be given at any time by telephone calls or other oral ways, provided the

convener shall make an explanation thereon at that meeting.

Article 29 Before dispatching a notice of regular meeting of the Supervisory Committee, the Office

of the Supervisory Committee shall collect proposals from all supervisors and seek

opinions from the employees of the Company for at least two days. When collecting

proposals and seeking opinions, the Office of the Supervisory Committee shall reiterate

that the main concerns of the Supervisory Committee are about the supervision over the
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standard operation of the Company and the conducts of the directors and senior

management personnel rather than the decisions on the operations management of the
Company.

Article 30 If a supervisor proposes to convene an interim meeting of the Supervisory Committee, a

written proposal signed by the supervisor who proposes the meeting shall be submitted

through the Office of the Supervisory Committee or to the Chairman of the Supervisory

Committee directly. The written proposal shall state the following matters:

(I) the name of the supervisor who proposes the meeting;

(II) the reason for the proposal or objective ground on which the proposal is based;

(III) the proposed time or period, place and manner of the convening of the meeting;

(IV) the clear and specific proposal;

(V) the contact information of the supervisor who proposes the meeting and the date

on which the proposal is made, etc.

Within 3 days after the receipt of a written proposal from a supervisor by the Office of

the Supervisory Committee or the Chairman of the Supervisory Committee, the Office

of the Supervisory Committee shall give a notice for convening an interim meeting of

the Supervisory Committee.

If the Office of the Supervisory Committee is indifferent to giving the notice of such

meeting, the supervisor who makes the proposal shall report to the regulatory authority

immediately.

Article 31 A notice of meeting of the Supervisory Committee shall include the following contents:

(I) the time and place of the meeting;

(II) the matters (proposals) to be deliberated;

(III) the convener and the presider of the meeting, the proponent of the interim

meeting as well as the written proposals;

(IV) the conference materials necessary for the voting of the Supervisory Committee;

(V) the requirement that the supervisors shall attend the meeting in person or by

appointing other supervisors as proxy;

(VI) the contact person and contact information.
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An oral notice shall at least include the contents mentioned in the aforesaid items (I)

and (II) as well as the explanations on holding the interim meeting of the Supervisory
Committee under urgent circumstances.

CHAPTER VII RULES OF PROCEDURES OF THE MEETINGS OF THE
SUPERVISORY COMMITTEE

Article 32 A meeting of the Supervisory Committee shall be held on site. Under urgent

circumstances, a vote at the meeting of the Supervisory Committee shall be taken by

means of telecommunication, provided the convener (presider) of the meeting of the

Supervisory Committee shall make explanations on the specific urgent circumstances to

the supervisors in attendance. When taking a vote by means of telecommunication, a
supervisor shall sign and send by fax his/her written comments on the matters

deliberated and his/her voting intentions to the Office of the Supervisory Committee.

The supervisor shall not just state his/her voting intentions without giving his/her

written comments or voting reasons.

Article 33 A meeting of the Supervisory Committee may be held only when a majority of

supervisors are present at the meeting. The secretary to the Board of Directors and the

securities affairs representative shall both attend the meeting of the Supervisory

Committee. The Supervisory Committee can require the directors, senior management

personnel, other employees or the business personnel of relevant agency engaged by the

Company to attend the meeting and respond to all inquiries.

Article 34 The collegial system has been adopted at the meetings of the Supervisory Committee to

allow every supervisor to fully express his/her opinions and then to vote.

Article 35 Voting at a meeting of the Supervisory Committee is conducted under a “one person,

one vote” system by an open and written ballot. The voting intentions of the supervisors

shall be divided into the following categories: affirmative votes, veto votes and
abstention votes. The supervisors in attendance choose any one of the aforesaid voting

intentions. If any supervisor does not choose any intention or simultaneously chooses

two or more intentions, the presider shall require such supervisor to make a new choice.

If such supervisor refuses to do so, he/she shall be deemed as abstaining from voting. If

any supervisor leaves the meeting venue halfway without returning and thus does not

make a choice, he/she shall be deemed as abstaining from voting.

Article 36 Resolutions of the Supervisory Committee shall be passed by two thirds of its members.

Article 37 Resolutions of the Supervisory Committee shall be voted on by poll.
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To the extent that the supervisors are guaranteed the right to fully express their

opinions, the interim meetings of the Supervisory Committee may be conducted and
resolutions be made by means of telecommunication, such as telephone call, video, fax

and e-mail, and such resolutions shall be signed by the supervisors in attendance.

Article 38 A resolution deliberated and submitted by the Supervisory Committee to a general

meeting shall firstly be compiled by the relevant persons and then be delivered to every

supervisor as a written document 10 days in advance to allow the supervisors have

sufficient time to review such resolutions.

Article 39 When deliberating on financial affairs, the Supervisory Committee shall firstly listen to

the reports from the Chief Financial officer and question the Chief Financial Officer and

other financial personnel on the relevant issues.

Article 40 When deliberating on resolutions in relation to investment, property disposal and

acquisition and merger, etc., the Supervisory Committee shall give full consideration to

the amounts, prices (calculation of prices), carrying amounts of assets, impact on the

Company, approval status, etc. If it is required to evaluate assets, conduct an audit or

issue an Independent Financial Advisor’s Report, the Supervisory Committee shall

request the Board of Directors to engage agents to finish the relevant work, and submit
the results of the asset evaluation and audit and Independent Financial Advisor’s Report

to every shareholder before a general meeting in accordance with the relevant

requirements.

Article 41 When deliberating on events such as capital increase, capital reduction, combination, the

Supervisory Committee shall give full consideration to the effect caused by such events

on the Company and shareholders, and question the relevant persons on methods, prices,

quantities, procedures, etc.

Article 42 When deliberating on an annual financial report and a profit distribution plan, the

Supervisory Committee shall focus on reviewing the authenticity and compliance of the

annual financial report and whether there is sufficient consideration given to the

relationship between the development of the Company and the actual interests of

shareholders in the profit distribution plan.

Article 43 When deliberating on whether there is damage to the interests of the Company and

shareholders and breaches of laws, administrative regulations, departmental rules and

the Article of Association arising from the conducts of the directors, general managers
and other senior management personnel of the Company, the Supervisory Committee

shall firstly listen to the statement and defense from the relevant persons, and then make

suggestions and rectification opinions.
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Article 44 When deliberating on a resolution and the relevant work reports, the Supervisory

Committee shall notify the proposers or other relevant professionals to attend the
meeting to make reply or explanation on questions and suggestions from the supervisors

in attendance.

Article 45 When deliberating on a related transaction (referred to as “connected transactions”

under the Hong Kong Listing Rules, same hereinafter), the Supervisory Committee shall

give full consideration to the fairness and compliance of the related transaction and

make a resolution about whether such related transaction has damage to the interests of

the Company and other non-related shareholders.

Article 46 For a resolution included in the agenda of meeting of the Supervisory Committee, if it is

required to be withdrawn by the proposer before taking vote, the deliberation on such

resolution shall be ceased immediately.

Article 47 For a resolution included in the agenda of meeting of the Supervisory Committee, if a

major issue concerning it is identified during the deliberation and needs to be studied

further, the vote on the resolution can be withheld as proposed by the chairman of the

Supervisory Committee, and then a dedicated work group will be organized to make

further investigation on it in order to submit an investigation report to be deliberated at
the next meeting of the Supervisory Committee.

Article 48 If it deems necessary, the Supervisory Committee may organize an investigation

committee for specific issues, and make corresponding resolutions based on the report

from the investigation committee.

Article 49 If any supervisor is involved or has any direct interests in a matter deliberated by the

Supervisory Committee, the supervisor shall disclose his interests to the Supervisory

Committee and shall also avoid and waive his/her voting rights. The supervisor who

waives his/her voting rights shall be counted in the quorum for the meeting of the

Supervisory Committee, but not in the number of supervisors necessary for passing a

resolution at a meeting of the Supervisory Committee. The minutes of a Board of

Meetings shall state reasons why the supervisor waives his right to vote.

CHAPTER VIII RECORDS OF MEETING OF
THE SUPERVISORY COMMITTEE

Article 50 The Supervisory Committee shall record in the minutes the decisions on the matters

deliberated and shall have supervisors in attendance sign on the minutes for

confirmation. Any supervisor who has different views on the minutes may make a

written explanation when signing the minutes. If necessary, he shall report it to the

regulatory authorities in a timely manner, and may also make a public statement. Any

supervisor who neither sign and confirm nor make a written explanation to his different

views or report to the regulatory authorities or make a public statement, shall be deemed

to fully agree with the contents of the minutes.
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Article 51 A supervisor shall have the right to request a descriptive record of what he/she said at

the meeting to be made in the minutes. The minutes of meeting of the Supervisory
Committee shall be kept as the files of the Company for at least 10 years.

Article 52 The minutes of meeting of the Supervisory Committee shall include the following

contents:

(I) the session, date, place, manner, convener and presider of the meeting;

(II) the names of the supervisors in attendance and the names of the supervisors (as

proxies) in attendance on behalf of others, at the meeting;

(III) the agenda of the meeting;

(IV) the key points of the statements of the supervisors and the reasons for the

relevant directors’ negative or abstention votes;

(V) the voting methods and voting results of each resolution (and the explanation on

the specific numbers of the affirmative votes, negative votes and abstention

votes);

(VI) if a related transaction is involved, the explanation on the names of supervisors

who shall abstain from voting, the relevant reasons and abstention status;

(VII) the specific contents of the matters deliberated, and the resolutions passed at the

meeting;

(VIII) other matters need to be recorded from the perspective of the supervisors in

attendance;

Article 53 A supervisor shall sign on a resolution of the Supervisory Committee and be held

responsible for such resolution. If a resolution of the Supervisory Committee is in

breach of any law, administrative regulation, departmental rule or the Articles of

Association and has caused damage to the Company, the supervisor involved in such

resolution shall assume the indemnity obligations towards the Company. However, the

supervisor who has expressed dissenting opinions in the voting, which have been

recorded in the minutes of such meeting, can be released of such liability.

Article 54 Announcement of the resolutions of the Supervisory Committee shall be dealt with in

accordance with relevant requirements of listing rules of the place where the Company’s

shares are listed.
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CHAPTER X SUPPLEMENTARY PROVISIONS

Article 55 The Rules of Procedures shall come into effect after the initial public offering and

listing of RMB ordinary shares of the Company within the PRC (excluding Hong Kong

Special Administrative Region, Macau Special Administrative Region and Taiwan for

the purpose of these Rules of Procedures only) upon approval at a general meeting.

Article 56 Unless otherwise specified, the terms used herein shall have the same meaning ascribed

thereto under the Articles of Association.

Article 57 For the purpose of the Rules of Procedures, the terms of “above” or “below” shall each
include the number; and the terms of “more than”, “less than” and “under” shall not

include the number.

Article 58 Any matters not covered herein shall be governed by the relevant laws, regulations,

other normative documents and the Articles of Association. The relevant laws,

regulations, other normative documents and the Articles of Association shall prevail if

they are in conflict with the Rules of Procedures. In case of any conflict between the

Rules of Procedure and the laws, regulations and other normative documents to be

promulgated in future or the Articles of Association to be amended by legal procedures,

such laws, regulations and other normative documents and the Articles of Association

shall prevail, and amendments shall be made immediately to the Rules of Procedure and

submitted to the general meetings for consideration and approval.

Article 59 Any amendment to the Rules of Procedures shall be proposed by the Supervisory

Committee and submitted to a general meeting for consideration and approval.

Article 60 The Rules of Procedures shall be interpreted by the Supervisory Committee of the

Company.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

PROCEEDS MANAGEMENT SYSTEM

CHAPTER I GENERAL PROVISIONS

Article 1 In order to strengthen and standardize the management on raising funds and improve the

efficiency and benefits of funds utilization, the Proceeds Management System of
Shanghai Fudan Microelectronics Group Company Limited (hereinafter referred to as

the “Company”) (hereinafter referred to as the “System”) are hereby formulated in

accordance with the Company Law of the People’s Republic of China, the Securities

Law of the People’s Republic of China, the Administrative Measures for Initial Public

Offering and Listing of Shares, Guideline No. 2 for the Supervision of Listed

Companies – Regulatory Requirements for the Administration and Use of Proceeds

Raised by Listed Companies, the Rules Governing the Listing of the Securities on The

Stock Exchange of Hong Kong Limited(hereinafter referred to as the “Hong Kong

Listing Rules”), relevant listing rules of the Shanghai Stock Exchange and other laws,

regulations and normative documents as well as the Articles of Association of Shanghai

Fudan Microelectronics Group Company Limited, and taking into consideration of

specific situations of the Company.

Article 2 Proceeds represent the funds used for specific purposes and raised from investors

through a public offering of securities (including initial public offering of securities,

allotment of shares, additional offering, issuance of convertible corporate bonds,

corporate bonds cum warrants, corporate bonds, warrants, etc.) and non-public offering

of securities by the Company following its application for such offering according to
legal procedures and the approval granted by or registered with the China Securities

Regulatory Commission or Shanghai Stock Exchange, excluding the funds raised

through the equity incentive schemes by the Company. The proceeds shall be verified

by an accounting firm with qualifications on securities practice which shall produce a

capital verification report thereon.

Article 3 The board of directors of the Company are responsible for establishing a sound

management system for proceeds of the Company and ensuring effective

implementation of the System, and exercise due diligence on the management and

utilization of proceeds. Prior to a public offering, the board of directors shall carry out

adequate justification on the feasibility of the proposed investment projects for such

proceeds, based on the development strategies and principal activities of the Company,

as well as such factors as market conditions and national industrial policies. Such

justification aims to clarify the amount of proceeds to be raised, investment projects,

progress plans and expected returns, which shall be proposed for approval at the general

meeting of the Company.
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Article 4 The Company’s directors, supervisors and senior management shall, with due diligence

and responsibility, oversee the Company in regulating the use of proceeds and
consciously safeguard the safety of the Company’s proceeds and shall not participate in,

assist or connive at the Company’s unauthorized or disguised change in the use of

proceeds. The board of directors and the supervisor committee of the Company shall

enhance their inspection on the utilization of proceeds, to ensure that the funds are

invested for the purposes as promised in the prospectus or approved by the general

meeting and to check whether the progress and effect of such investment projects reach

the levels estimated in the prospectus. Independent directors shall perform necessary

duties on whether the investment of such proceeds as well as proceeds management and

utilization are in the interests of the Company and investors. The auditors of the

Company shall pay attention to the consistency between the deposit and utilization of

such proceeds and the information disclosure by the Company.

Article 5 The System shall have clear requirements on proceeds for deposits, use, change,

supervision and management and specify the approval authorization in levels of

proceeds utilisation, decision-making procedures, risks control measures and

information disclosure requirements, to use proceeds in a regulatory, open and

transparent manner.

Article 6 The System sets out the code of conduct of the Company for its utilisation and

management of proceeds. If the investment projects on proceeds are carried out by the

subsidiaries or other enterprises controlled by the Company, the Company shall procure

them to comply with the System.

CHAPTER II DEPOSIT OF PROCEEDS IN DEDICATED ACCOUNTS

Article 7 The Company shall be prudent in selecting commercial banks and opening dedicated

account(s) to the proceeds (the “Dedicated Account(s)”). The proceeds shall be, in a

timely and fully manner, deposited in such Dedicated Accounts as determined by the

board of directors for unified management, which shall not be deposited with any other

funds or used for other purposes. The number of the Dedicated Accounts (including

those set up by the subsidiaries of and other enterprises controlled by the Company)

shall, in principle, not exceed the number of investment projects for the proceeds. The

Company shall open another dedicated account separately should there are two or more

financing activities.

Article 8 After the proceeds are in place, the Company should immediately arrange funds

checking, the official report of which shall be issued by a qualified accounting firm with

licence of securities business.
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Article 9 Within one month upon the availability of the proceeds, the Company shall enter into a

trilateral supervision agreement (the “Agreement”) with the sponsor and the commercial
bank(s) where the proceeds are deposited (the “Commercial Bank(s)”). The agreement

shall at least include the following items:

1. The Company shall deposit the proceeds in the Dedicated Accounts;

2. The Company shall timely notify the sponsor, should the former make a one-time

withdrawal of more than RMB50 million which represents at least 20% of the

total proceeds net of offering expenses (the “Net Proceeds”) or should the

Company withdraw a cumulative amount of over RMB50 million which

represents at least 20% of the Net Proceeds over 12 months;

3. The Commercial Bank(s) shall provide the Company with monthly banks

statements on the Dedicated Accounts, with duplicates sent to the sponsor;

4. The sponsor can make inquiries into the information of the Dedicated Accounts

at the Commercial Bank(s) at any time;

5. Liabilities of breach for the Company, the Commercial Bank(s) and the sponsor.

In the Agreement, the Company, the sponsor and the Commercial Bank(s) can enter into

even stricter regulatory requirements than the above provisions.

Within two trading days upon entering into the above Agreement, the Company shall

report to the Shanghai Stock Exchange for filing and make a public announcement on

the main contents thereof.

Should the above Agreement be terminated prior to the expiry of its effective period, the

Company shall enter into a new agreement with the parties concerned within two weeks

upon the termination of the Agreement, report to the Shanghai Stock Exchange for

filing within two trading days after the entering into of the new agreement, and make a

public announcement.

CHAPTER III UTILIZATION OF THE PROCEEDS

Article 10 The proceeds shall be used for the purposes stated in the prospectus or specification for

fund raising. Any change to such purposes is subject to consideration and approval by

the board of directors and the general meeting, and upon the issue of an explicit consent

by independent directors, the sponsor and the supervisory committee. The Company will

make another announcement in a timely manner when there occur significant impacts on

plans of proceeds.
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Article 11 In principle, the proceeds shall be used for principal activities of the Company. The

proceeds shall not be invested in such projects that constitute financial investments,
such as the holding of trading and available-for-sale financial assets, lending, and

entrusted wealth management. Nor shall the proceeds be directly or indirectly invested

in such companies that are principally engaged in securities trading.

Article 12 The Company shall not alter the use of proceeds through pledge, entrusted loans or

other means.

Article 13 The Company shall ensure that the use of proceeds is true and fair, prevent the proceeds

from use or appropriation by related persons such as controlling shareholders and de

facto controllers, and take effective measures to prevent related persons from reaping

illegal benefits from the investment projects for such proceeds.

Article 14 The Company shall conduct a comprehensive inspection on the progress of the

investment projects for the proceeds at the end of each fiscal year.

Article 15 Should any of the following situations occur to an investment project for the proceeds,

the Company shall reexamine the feasibility and expected returns of such project, decide

whether to continue with the project and disclose in the latest periodic report the
progress of the project, the reasons for its abnormality and a modified investment plan

for the proceeds (if any):

1. Material changes occur to the market environment which involves the investment

project for the proceeds;

2. The project has been shelved for more than one year;

3. The deadline for completing the project has expired and the invested proceeds

fail to reach 50% of the planned amount;

4. Other abnormal conditions occur to the project.

Article 16 In the event of a decision to terminate the original investment project for the proceeds,

the Company shall select a new one as soon as scientifically practicable.

Article 17 When the Company subsidizes the investment projects with own funds in advance, it

own funds will be replaced by proceeds within six months after receipt of proceeds.
Should the Company intend to use the proceeds to replace its self-raised funds which

have been invested in the project, such replacement is subject to consideration and

approval by the board of directors of the Company, an verification report produced by

its accounting firm, an explicit consent issued by independent directors, the board of

supervisors and the sponsor regarding such replacement, and the performance of

information disclosure obligation by the Company. Within two trading days after the

meeting of the board of directors, the Company shall report such replacement to the

Shanghai Stock Exchange and make a public announcement.
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Article 18 The Company may conduct cash management on temporarily idle funds, which can be

invested in products subject to the following conditions:

1. Safety: The product shall meet the requirement of guaranteeing the principal,

with the product issuer able to provide commitment to a guaranteed principal;

2. Liquidity: The product shall not affect the normal operation of the investment

plan for the proceeds.

Such investment products cannot be pledged. The special settlement account for the

product (if applicable) shall not be deposited with any funds other than the proceeds or

used for other purposes. For any opening or cancellation of such special settlement

accounts, the Company shall report to the Shanghai Stock Exchange for filing and make

a public announcement within two trading days.

Any use of the idle proceeds for investment in products is subject to consideration and

approval by the board of directors of the Company, as well as the issue of an explicit

consent by independent directors, the board of supervisors and the sponsor. The

Company shall report to the Shanghai Stock Exchange and announce the following

details within two trading days after the meeting of the board of directors:

1. Basic information of the proceeds, including the time of fundraising as well as

the sum, net amount and investment plan of such proceeds;

2. Utilization of the proceeds;

3. The amount and term of the product(s) invested by the idle proceeds, any

deliberate alteration to the use of proceeds, and the measures to ensure normal

operation of the investment project for the proceeds;

4. Means of returns distribution, scope of investment and safety of the investment

products;

5. Opinions issued by independent directors, the board of supervisors and the

sponsor.

Article 19 Without prejudice to process of investment projects and subject to relevant listing rules,

the Company may replenish its liquidity with the idle proceeds on a temporary basis,
subject to the following conditions:

1. The use of proceeds shall not be altered deliberately;

2. Normal operation of the investment plan for such proceeds shall not be affected;

3. Any single act to replenish liquidity shall not exceed 12 months;
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4. Repayment has been made to the proceeds previously used to replenish liquidity

on a temporary basis (if applicable);

5. An explicit consent has been issued by the sponsor, independent directors and the

board of supervisors.

Such liquidity replenished by the idle proceeds may only be used for the production and

operation concerning the principal business, with no direct or indirect allocation to the

placing and subscription of new shares, or the trading of stocks and their derivatives or

convertible corporate bonds.

Article 20 The use of the idle proceeds by the Company to make up working capital shall be

subject to the consideration and approval by the board of directors, and the Company

shall report to the Shanghai Stock Exchange and make an announcement containing the

following within two trading days:

1. General information of the relevant fund-raising activity, including the time of

the raising, the total and net amount raised and the investment plan;

2. Utilization of the proceeds;

3. The amount and period in which idle proceeds are used to make up working

capital;

4. The expected amount of financial cost saved by supplementing working capital

with idle proceeds, the reasons for the insufficiency of working capital, whether

there is any act of changing the use of proceeds in disguised form, and the

measures to ensure that the normal operation of the project financed by the

proceeds is not affected;

5. Explicit consents issued by independent directors, the board of supervisors and

the sponsor;

6. Any other information required by the Shanghai Stock Exchange.

Prior to the date of maturity of the supplemental working capital, the Company shall

return such funds to the Dedicated Account(s), report to the Shanghai Stock Exchange

and make a public announcement within two trading days upon full repayment of the
proceeds.

Article 21 Any actual net proceeds in excess of the planned amount (the “Excess Proceeds”) can
be used to replenish working capital and repay bank borrowings on a permanent basis,

provided that the cumulative amount for every 12 months does not exceed 30% of the

total Excess Proceeds.
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Any use of the Excess Proceeds to permanently replenish working capital and repay

bank borrowings is subject to consideration and approval by the board of directors and
the general meeting of the Company with the manner of online voting provided for

shareholders and explicit consents given by independent directors, the board of

supervisors and the sponsor, as well as disclosure of such use. The Company shall

undertake not to engage in any high-risk investment or provide others with financial

assistance within 12 months after replenishing working capital, and shall make

disclosures accordingly. The Company shall report to the Shanghai Stock Exchange and

make an announcement containing the following within two trading days after the

meeting of its board of directors;

1. General information of the relevant fund-raising activity, including the time of

the raising, the total and net amount raised excessive amount and the investment

plan;

2. Utilization of the proceeds;

3. Necessity of and detailed plans for permanently using the Excess Proceeds to

replenish working capital or repay bank loans;

4. Undertaking of not engaging in any high-risk investment or provide others with

financial assistance within 12 months after replenishing working capital;

5. Impact on the Company from using the Excess Proceeds to permanently replenish

working capital or repay bank loans;

6. Opinions issued by independent directors, the board of supervisors and the

sponsor.

CHAPTER IV CHANGES TO THE USE OF PROCEEDS

Chapter 22 Any occurrence of the following events in the Company is deemed to be a change of the

use of proceeds:

1. Cancellation of the original project financed by the proceeds and implementation

of a new project;

2. Change of the subject of implementation of an project financed by the proceeds;

3. Change of the way of implementation of an project financed by the proceeds;

4. Any other situation deemed by the Shanghai Stock Exchange as a change of the

use of proceeds.
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Article 23 Any change to the use of proceeds shall be conditional on the consideration by its board

of directors and approval acquired at the general meeting by resolution as well as
explicit consents given by independent directors, the sponsor and the supervisory

committee.

Article 24 The board of directors of the Company shall exercise caution in the feasibility analysis

of new projects financed by the proceeds following the proposed changes until it is

satisfied that such investment projects possess good market prospects and profitability

and can effectively prevent investment risks and raise the utilization efficiency of the

proceeds. In principle, the proceeds shall be invested in the principal activities of the

Company following its change to the use of proceeds.

Article 25 For any intention to change the use of proceeds, the Company shall submit a proposal to

the board of directors for consideration, report to the Shanghai Stock Exchange and

make an announcement containing the followings within two trading days upon such

submission:

1. General information of the original project and specific reasons for the change;

2. General information of the new project, feasibility analysis and risk reminders;

3. An investment plan for the new project;

4. A description of the new project in relation to its approval obtained or to be

obtained from relevant authorities, if applicable;

5. Opinions issued by independent directors, the board of supervisors and the

sponsor in relation to the change to the use of proceeds;

6. A description of such changes to the use of proceeds pending on consideration at

the general meeting;

7. Any other information required by the Shanghai Stock Exchange.

Should a new project financed by the proceeds involve any related party transaction,

asset purchase or external investment, the Company shall make disclosures in

accordance with the requirements of relevant rules.

Article 26 Should the change to the use of proceeds is for the acquisition of the assets (including

interests) of controlling shareholders or de facto controllers, the Company shall ensure

the ability to effectively avert peer competition and reduce related party transactions

following the completion of such acquisitions.
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The Company shall disclose the reasons over its transaction with controlling

shareholders or de facto controllers, the pricing policy and basis for its related party
transactions, the impact of such transactions on the Company and the solutions to

addressing relevant issues.

Article 27 For any intention to transfer or replace the projects financed by the proceeds (excluding

the transfer or replacement during the material asset restructuring by the Company), the

Company shall report to the Shanghai Stock Exchange and make an announcement

containing the following within two trading days upon consideration and approval by

the board of directors:

1. Specific reasons for transferring or replacing the project financed by the

proceeds;

2. The amount of proceeds invested in the project;

3. Stage of completion of and benefits realized by the project;

4. General information of the new project, feasibility analysis and risk reminders (if

applicable);

5. Basis of pricing and relevant gains for such transfer or replacement;

6. Opinions issued by independent directors, the supervisory committee and the

sponsor in relation to the transfer or replacement of the project financed by the

proceeds;

7. A description regarding the transfer or replacement of the project financed by the

proceed pending on consideration at the general meeting;

8. Any other information required by the Shanghai Stock Exchange.

The Company shall pay close attention to the receipt and utilization of the transfer

consideration, the ownership changes to the assets transferred in and their ongoing

operation, and perform its obligation of required information disclosure.

Article 28 Any change to the location of implementing the project financed by the proceeds is

subject to consideration and approval by the board of directors of the Company. The
Company shall also report to the Shanghai Stock Exchange and make a public

announcement within two trading days upon such approval with explanation on the

changes, the reasons, the impact on the implementation of the project financed by the

proceeds and an opinion issued by the sponsor.

Article 29 Should the Company intend to apply the remaining proceeds (including interest income)

for a separate project financed by the proceeds upon its completion to another

investment project, the Company shall seek consideration and approval by its board of
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directors, as well as explicit consents given by independent directors, the sponsor and

the board of supervisors. The Company shall report to the Shanghai Stock Exchange
and make a public announcement within two trading days after the meeting of the board

of directors.

Any remaining proceeds (including interest income) that fall below RMB1.00 million or

5% of the committed investment amount of the proceeds for the project are exempt from

the procedure set out in the previous articles. Nonetheless, the utilization of such

remaining proceeds shall be disclosed in the annual report of the Company.

Should the remaining proceeds (including interest income) for the project be used for

purposes other than the project financed by the proceeds (including the replenishment of

working capital), the Company shall perform the corresponding procedures and

disclosure responsibility based on the changed use of proceeds.

Article 30 Upon completion of all the investment projects for the proceeds and in the event that the

remaining proceeds (including interest income) account for over 10% of the Net

Proceeds, the Company shall meet the following conditions in using the remaining

proceeds, report to the Shanghai Stock Exchange and make a public announcement

within two trading days after the meeting of the board of directors:

1. Explicit consents issued by independent directors, the supervisory committee and

the sponsor;

2. Consideration and approval by the board of directors and the general meeting.

Should the remaining proceeds (including interest income) account for less than 10% of

the Net Proceeds, the utilization of such remaining proceeds is subject to consideration

and approval by the board of directors, as well as explicit consents issued by

independent directors, the sponsor and the board of supervisors. The Company shall also

report to the Shanghai Stock Exchange and make a public announcement within two

trading days after the meeting of the board of directors.

Any remaining proceeds (including interest income) that fall below RMB5.00 million or

5% of the Net Proceeds are exempt from the procedure set out in the previous articles.

Nonetheless, the utilization of such remaining proceeds shall be disclosed in the latest

periodic report of the Company.

CHAPTER V PROCEEDS MANAGEMENT AND SUPERVISION

Article 31 The accounting department of the Company shall maintain an account to record the

breakdown on the utilization of proceeds, detailing the outflow of such proceeds and

inputs into the projects financed by the proceeds.
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The internal audit department of the Company shall conduct at least one inspection in

each quarter on the deposit and utilization of the proceeds, and report its inspection
results to the audit committee.

Should the audit committee consider that there is a breach or material risk in the

proceeds management of the Company or that the internal audit department fails to

submit an inspection report as required in the previous article, the audit committee shall

report to the board of directors timely. Within two trading days upon receiving such

reporting, the board of directors shall report to the Shanghai Stock Exchange and make

a public announcement.

Article 32 The Company shall provide a true, accurate and complete disclosure of the actual

utilization of the proceeds. The board of directors shall conduct a comprehensive

inspection on the progress of the investment projects for the proceeds every six months,

produce a Special Report on the Deposit and Actual Utilization of the Proceeds of the

Company, and make disclosures. During its annual audit, the Company shall engage an

accounting firm to produce a verification report on the deposit and utilization of the

proceeds.

The Special Report on the Deposit and Actual Utilization of the Proceeds of the
Company is subject to consideration and approval by the board of directors and the

board of supervisors; and the Company shall report to the Shanghai Stock Exchange and

make a public announcement within two trading days upon submission to the board of

directors for consideration.

The Company shall provide specific reasons for any discrepancy between the actual

investment progress of the investment projects for the proceeds and its investment plan.

For any investment of idle proceeds in products during the period, the Company shall

disclose the returns for the reporting period as well as the closing investment shares,

signing parties, product names and terms of such products.

Article 33 Independent directors, the audit committee of the board of directors, and the supervisory

committee shall pay attention to any discrepancy between the actual utilization of the

proceeds and the information disclosure of the Company. More than half of independent

directors, the audit committee of the board of directors, and the supervisory committee

may engage an accounting firm to produce a verification report on the deposit and

utilization of the proceeds. The Company shall cooperate actively and bear the

necessary expenses.

Within two trading days upon receiving the aforementioned verification report, the

board of directors shall report to the Shanghai Stock Exchange and make a public

announcement. Should the verification report present the view that there is a breach in

the proceeds management and utilization by the Company, the board of directors shall

also announce such breaches concerning the deposit and utilization of the proceeds, any

existing or potential consequences, and any measures in place or to be taken.
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Article 34 The sponsor shall conduct at least one on-site investigation into the deposit and

utilization of the proceeds of the Company every six months.

Upon conclusion of each fiscal year, the sponsor shall produce a special inspection

report on the deposit and utilization of the proceeds of the Company for the year, and

submit the report to the stock exchange where the Company is listed when releasing its

annual report. The inspection report shall contain the following details:

1. Deposit and utilization of the proceeds as well as the balance of the Dedicated

Account(s);

2. Progress of the projects for the proceeds, including its difference from the

progress set out in the investment plan for the proceeds;

3. Replacement of self-raised funds already invested in investment projects with the

proceeds (if applicable);

4. Replenishment of liquidity with idle proceeds and its effect (if applicable);

5. Utilization of the Excess Proceeds (if applicable);

6. Change of investment direction for the proceeds (if applicable);

7. Conclusive opinion on the compliance of the deposit and utilization of the

proceeds of the Company; and

8. Any other requirements from the Shanghai Stock Exchange.

Upon conclusion of each fiscal year, the board of directors of the Company shall

disclose in the Special Report on the Proceeds the conclusive opinions from the special

inspection report of the sponsor and the verification report of the accounting firm.

CHAPTER VI SUPPLEMENTARY PROVISIONS

Article 35 Any matters not covered herein shall be governed by relevant provisions of the Articles

of Association and shall be implemented under the relevant listing rules of Shanghai

Stock Exchange. The laws and regulations to be promulgated in future or the Articles of

Association to be amended by legal procedures shall prevail if they are in conflict with

the System.

Article 36 The System shall be amended at a general meeting according to relevant laws and

regulations documents, as well as the actual situation of the Company.

Article 37 The System shall come into effect after the approval at a general meeting of the

Company and shall take effect on the date of the initial public offering and listing of

shares of the Company at a stock exchange within the PRC (for the purpose of the
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System, excludes Hong Kong Special Administrative Region, the Macau Special

Administrative Region and Taiwan) upon approval at a general meeting of the
Company.

Article 38 The System is not applicable to utilization and management of proceeds from overseas-

listed foreign shares (H shares), and utilization and management of proceeds from H

shares shall comply with relevant provisions issued by Hong Kong Securities and

Futures Commission and The Stock Exchange of Hong Kong Limited and of the Hong

Kong Listing Rules. If procedures such as approval, registration, filing and information

disclosure are required within the PRC according to China Securities Regulatory

Commission, the Shanghai Stock Exchange and other requirements, the Company shall

comply with the above relevant requirements.

Article 39 If, for matters in relation to utilization and management of proceeds under the System,

procedures such as approval, register, filing and information disclosure are required

according to Hong Kong Securities and Future Commission, the Stock Exchange of

Hong Kong Limited and the Hong Kong Listing Rules, the Company shall comply with

the above relevant requirements.

Article 40 The System shall be interpreted by the board of directors of the Company.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*
RULES FOR MANAGEMENT OF RELATED PARTY TRANSACTIONS

CHAPTER I GENERAL RULES

Article 1 In order to regulate related party transactions (referred to as “related transactions” under

the Hong Kong Listing Rules, same hereinafter) of Shanghai Fudan Microelectronics
Group Company Limited (hereinafter referred to as the “Company”), ensure the fairness

and reasonableness of related party transactions and safeguard the interests of the

Company and its shareholders, the Shanghai Fudan Microelectronics Group Company

Limited Rules for Management of Related Party Transactions (hereinafter, the “Rules”)

in accordance with the Company Law of the People’s Republic of China, the Securities

Law of the People’s Republic of China, the Articles of Association of Shanghai Fudan

Microelectronics Group Company Limited (hereinafter referred to as the “Articles of

Association”), the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited (hereinafter referred to as the “Hong Kong Listing Rules”), the

relevant listing rules of Shanghai Stock Exchange and other relevant laws, regulations

and regulatory documents.

Article 2 The Company implements categorized management for related party transactions,

determines the scope of related parties in accordance with the Hong Kong Listing Rules,

the relevant listing rules of Shanghai Stock Exchange and other relevant laws and

regulations and complies with the requirements for approval and information disclosure

in accordance with the relevant rules, laws and regulations.

When conducting transactions, the Company shall consider the circumstances in

accordance with the Hong Kong Listing Rules and the relevant listing rules of Shanghai

Stock Exchange and apply the more exacting rules of them in determining whether the

parties involved in the transactions are related parties, whether the transactions

constitute related party transactions, and determining the applicable decision-making

procedures and disclosure requirements.
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Article 3 The Company shall conduct the related party transactions in compliance with the

following basic principles:

(I) Written agreements shall be concluded for the related party transactions between

the Company and its related parties under the principles of equality, willingness,

pricing equality and compensation and be on the normal commercial terms in the

ordinary and usual course of business of the Company;

(II) The principles of justice, fairness and openness. In principle, the prices or

charging of related party transactions shall not deviate from the prices or

charging standards of the independent third party in the market. For related party

transactions in which the reference of pricing is difficult to compare or is limited,

the standards for the cost and profit shall be clearly stated in contracts;

(III) Related shareholders shall abstain from voting at the general meeting in

considering related party transactions related to them;

(IV) Any director with any interest with related parties shall abstain from voting on

the said matter when voting by the Board of Directors;

(V) The Board of Directors of the Company shall objectively judge whether the

related party transaction is beneficial to the Company, and shall, if necessary,

engage professional valuators or independent financial advisers to give opinions.

Article 4 The general meeting and the Board of Directors of the Company shall supervise,

manage and approve related party transactions of the Company in accordance with the

Hong Kong Listing Rules, the relevant listing rules of Shanghai Stock Exchange and the

Articles of Association. The Finance Department shall be responsible for the daily

management of related party transactions, formulating the pricing principles of related

party transactions, accounting of amounts involved in related party transactions,

assisting the secretary of the Board of Directors in disclosure of related party

transactions and monitoring the annual cap requirements for continuing related party

transactions. The secretary to the Board of Directors shall be responsible for the

disclosure of information on related party transactions.

CHAPTER II RELATED PARTIES

Article 5 Related parties of the Company include related legal persons and related natural

persons, whose definitions are subject to the Hong Kong Listing Rules, the relevant

listing rules of Shanghai Stock Exchange and relevant laws and regulations.

Article 6 In accordance with the relevant listing rules of Shanghai Stock Exchange, a legal person

shall be a related legal person of the Company if he/she meets any of the following
circumstances:
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(I) legal persons or other organizations which directly or indirectly controlling the

Company;

(II) legal persons or other organizations directly holding 5% or above of shares in the

Company;

(III) legal persons or other organizations which are directly or indirectly controlled by

the related legal persons specified in Item (I) and Item (II) under this Article 6 or

the related natural persons as specified in Items (I) to (V) under Article 7 of the

Rules, or in which the aforesaid related natural persons acting as directors or

senior management members, other than the Company and its majority-owned

subsidiaries;

(IV) legal persons or other organizations indirectly holding 5% or above of the shares

in the Company;

(V) other legal persons as identified by China Securities Regulatory Commission

(CSRC), the Shanghai Stock Exchange or the Company based on the principle of

substance over form, to whom the Company’s interest may be in their favour due

to their special relationships with the Company. Where the Company and legal
persons or other organizations directly or indirectly controlled by such legal

persons or other organizations as mentioned in Item (I) of this Article 6 are under

the control of the same state-owned asset management authority, no related party

relationship will be constituted as a result, unless the legal representative, general

manager or the majority of the directors of such legal person are also directors,

supervisors or senior management members of the company.

Article 7 In accordance with the relevant listing rules of Shanghai Stock Exchange, a legal person

shall be a related nature person of the Company if he/she meets any of the following

circumstances:

(I) a nature person directly or indirectly controlling the Company;

(II) a nature person directly or indirectly holding 5% or above of the shares in the

Company;

(III) a director, supervisor and senior management personnel of the Company;

(IV) a director, supervisor and senior management personnel or other responsible

officers of the legal persons as specified in Item (1) of Article 6 of the Rules;

(V) a close family members of the persons referred to in Items (I) to (III) of this

Article 7, including spouse, parents and parents-in-law, siblings and his/her

spouse, children aged 18 or above and his/her spouse, brother- and sister-in-law

and parents-in-law of offspring;
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(VI) other natural persons as identified by CSRC, the Shanghai Stock Exchange or the

Company based on the principle of substance over form, to whom the Company’s
interest may be in their favour due to their special relationships with the

Company.

Article 8 In accordance with the relevant listing rules of Shanghai Stock Exchange, a legal person

or organization or natural person shall be deemed as a related party of the Company if

he/she meets any of the following circumstances:

(I) according to an agreement or other arrangement entered into between him/her/it

and the Company or its related party, he/she/it falls under any of the

circumstances specified in Article 6 or Article 7 of the Rules after such

agreement or arrangement has come into effect, or within the next twelve

months;

(II) he/she/it has been under any of the circumstances specified in Article 6 or Article

7 of the Rules in the past twelve months.

Article 9 A related party relationship mainly refers to a way or channel through which the

Company is being controlled or materially affected, either directly or indirectly, in the
process of financial and operation decision making, including, amongst others, any

relationship between the related party and the Company in terms of shareholdings,

personnel, management and commercial interest.

Article 10 The related party relationship shall be determined in substance with reference to the

specific way or channel of control or influence used, and the degree of control or

influence exerted, by a related party on the Company.

Article 11 In accordance with the Hong Kong Listing Rules, except for the exceptions prescribed

by it, related persons of the Company and its subsidiaries usually include the following

parties:

(I) directors, supervisors, chief executives or substantial shareholders (i.e. persons

entitled to exercise or control the exercise of 10% or more of the voting rights at

the general meeting of the Company) of the Company or any of its subsidiaries

(as defined in the Hong Kong Listing Rules);

(II) any person who has served as a director of the Company or any of its
subsidiaries during the past 12 months;

(III) supervisors of the Company or any of its subsidiaries (collectively referred to as

“basic related person” together with the persons referred to in Item (I) of this

Article 11);

(IV) the associates of any basic related person, including:

- VI-4 -

APPENDIX 6 RULES FOR MANAGEMENT OF
RELATED PARTY TRANSACTIONS



1. In case that the basic related person is an individual:

(1) such individual’s spouse, and such individual or his/her spouse’s

children or step-children (natural or adopted) under the age of 18

(“immediate family member”);

(2) the trustees, acting in their capacity as such trustees, of any trust of

which he/she or any of his/her immediate family member is the

beneficiary or, in the case of a discretionary trust, is (to his/her

knowledge) a discretionary object;

(3) a 30%-controlled company (as defined in the Hong Kong Listing

Rules) directly or indirectly held by the basic related person, his/her

immediate family member and/or the trustees (individually or

jointly), or any subsidiary of the company;

(4) Any person who cohabites with him/her as a spouse, or his/her

children, stepchildren, parent, stepparent, siblings or step sibling

(each a “family member”); or a majority-controlled company

directly or indirectly held by the family members (individually or
jointly), or held by the family members together with the

individual, his/her immediate family members and/or the trustees,

or any subsidiary of the company; and

(5) If a basic related person or his/her immediate family member and/or

a trustee together directly or indirectly hold 30% or more (or other

percentage triggering a mandatory general offer or establishing the

legal or management control rights over such enterprise under the

PRC laws) in the paid capital or assets, or the contractual share of

joint venture’s profits or other income of any cooperative or

contractual joint venture (whether it is a separate legal person or

not), the joint venture partner of such joint venture is the associate

of such basic related person;

Except for the exceptions prescribed in the Hong Kong Listing Rules,

Items (1), (2) and (3) above are “close associates” of the basic related

person.

2. In the case where the basic related person is a company (i.e., a principal

legal person shareholder),

(1) A subsidiary, a holding company or a subsidiary of the same group

to which such holding company belongs of the principal legal

person shareholder (the “related company”);
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(2) The trustee of any trust acting as a trustee in favor of the principal

legal person shareholder or, in the case of a discretionary trust, as
far as the principal legal person shareholder knows, the subject of

full trusteeship;

(3) A controlled company that directly or indirectly held 30% by the

basic related person, its related companies and/or trustee

(individually or jointly), or any subsidiary of such company; and

(4) If the basic related person, its related companies and/or the trustee,

directly or indirectly, jointly hold 30% (or other percentage of

statutory or management control established over a company in

respect of which a compulsory public offer is triggered or

established in accordance with the PRC laws) or above of the

paid-up capital or assets or the profits or other gains under contract

of any cooperative or contractual joint venture (whether the joint

venture is an independent legal person or not), the joint venture

partner of the joint venture is an associate of the basic related

person;

Except for the exceptions prescribed in the Hong Kong Listing Rules, Items (1),

(2) and (3) above are “close associate” of the basic related person.

(IV) A non-wholly-owned subsidiary of the Company, where related person at any

company level is individually or jointly entitled to exercise or control the

exercise of 10% or above of the voting rights at the general meeting of such non-

wholly-owned subsidiary, and the subsidiary of such non-wholly-owned

subsidiary.

Article 12 The management department of related transaction of the Company shall be responsible

for collecting and updating the information of related parties.

CHAPTER III RELATED TRANSACTION

Article 13 Related transaction refers to a transaction between the Company or its subsidiaries and

other entities consolidated into the financial statements of the Company and the related

parties of the Company, as well as a specific class of transactions with a third party,

which enables the related parties to receive benefit from its interest in the entity

involved in the transaction. The related transaction may be a one-off transaction or a

continuing transaction. Related transactions between subsidiaries (within the meaning

prescribed in the Hong Kong Listing Rules) or majority-owned subsidiaries of the

Company and related parties shall be deemed to be conducted by the Company and shall

be subject to the approval procedures under the Rules.
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Article 14 Transactions shall include capital-based transactions and revenue-based transactions,

whether or not such transactions are conducted in the ordinary course of business of the
Company. In addition to the exceptions prescribed in the Hong Kong Listing Rules, the

following categories of transactions shall be also included:

(I) The purchase or sale of assets, including those deemed disposal as set out in the

Hong Kong Listing Rules;

(II) Granting, accepting, transferring, exercising, not exercising or terminating an

option to purchase or sell assets or subscribe for securities; If an option is

terminated in accordance with the terms of the original contract and no penalty,

damages or other compensation payable by the Group is involved, such

termination of option does not constitute a transaction.

(III) Entering into or terminating financial leases or operating leases or subleases

(including leases or subleases of properties);

(IV) Giving indemnification or providing or receiving financial support. “Financial

support” includes the granting of credit, loan, or providing indemnification,

guarantee or mortgage in respect of loan;

(V) Entering into an agreement or arrangement for the establishment of a joint

venture in any form (such as a partnership or a company), or joint venture

arrangement of any other form;

(VI) Issuing new securities of the Company or its subsidiaries;

(VII) Providing or receiving labor services;

(VIII) External investment (including entrusted financing, entrusted loan, investments in

subsidiaries, etc. other than purchase of bank wealth management products);

(IX) Providing guarantees (including guarantees in favour of subsidiaries);

(X) Lease in or out of assets;

(XI) Entering into management contract (including entrusting or being entrusted to

manage assets and business, etc.);

(XII) Donating assets or receiving the donated assets;

(XIII) Restructuring of creditor’s rights or debts;

(XIV) Entering into a licensing agreement;
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(XV) Transfer or acceptance of research and development projects;

(XVI) Purchasing or selling raw materials, fuels and power;

(XVII) Purchasing or selling products or commodities;

(XVIII) Entrusting or being entrusted to purchase and sell;

(XIX) Placing deposit in or obtaining loan from a finance company of the related

parties;

(XX) Investing jointly with the related parties;

(XXI) Providing, accepting or sharing services;

(XXII) Other matters that may result in the transfer of resources or obligations through

agreement; or

(XXIII) Other matters that the stock exchange where the Company is listed considers to

be related transactions.

Article 15 The Company shall, in accordance with the test method of the Hong Kong Listing

Rules, distinguish the categories of related transaction, and comply with or obtain

waiver from complying with the requirements of reporting, announcement, and approval

of independent shareholders when signing an agreement. In general, any related

transaction that not being expressly exempted under the Hong Kong Listing Rules must

comply with the requirements of reporting, announcement, and approval of independent

shareholders; among which

(I) Reporting refers to the disclosure of relevant details in the annual reports and

financial statements of the Company after its listing;

(II) Announcement shall include notification to the Stock Exchange of Hong Kong

Limited and announcement on the website of the Stock Exchange and the website

of the Company;

(III) If the approval of independent shareholder is required, the Company shall form

an independent board committee and appoint an independent financial adviser.
The Company shall prepare circulars to be distributed to shareholders and send to

shareholders before the time required by the Hong Kong Listing Rules prior to

the general meeting. All related persons who have a material interest in the

transaction shall waive their voting rights at the general meeting.
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Article 16 The term of “continuing related transaction” refers to the related transaction that are

expected to be conducted continuously or frequently for a period of time and involve
the provision of financial support, services or goods. In addition to determine whether

the related transaction is required to comply with the requirement of reporting,

announcement, and approval of independent shareholders when signing the agreement, it

is necessary to continuously monitor whether the implementation and amount exceed

the annual caps, and the Company shall re-comply with the Hong Kong Listing Rules

when there are significant changes in the terms of the agreement, the amount exceeds

the annual cap or the agreement is renewed.

Article 17 The Company shall, in accordance with relevant regulations, sign a written agreement

with the related parties in respect of each related transaction (including exempted

related transaction), setting out the calculation standard of the payment. The term of the

agreement must be fixed and in line with normal commercial terms. Unless permitted in

the Hong Kong Listing Rules, the term of a continuing related transaction agreement

shall not exceed three years. A maximum annual amount (“cap”) is required for each

continuing related transaction and the Company shall disclose its baseline of calculation.

The annual cap must be expressed in terms of currency value, instead of its percentage

of annual earnings of the Company. The Company shall refer to the historical

transactions and data identified in its published data when setting the cap. If the
Company did not conduct such transactions in the past, a cap shall be set on reasonable

assumptions and details of the assumptions shall be disclosed.

If the related transaction exceeds the cap during the implementation or the agreement

needs to be changed or to be renewed, it’s necessary to re-approve in accordance with

the procedures stipulated in the Hong Kong Listing Rules and the provisions of the

Rules and comply with the relevant requirements of the Hong Kong Listing Rules.

Article 18 If any of the following criteria is met, transactions between the Company and its related

parties shall be disclosed by announcement on the website of the Shanghai Stock

Exchange in a timely manner:

(I) the amount of the transaction with related natural person is RMB300,000 or

above;

(II) the amount of transaction with related legal person accounts for 0.1% or above of

the latest audited total assets or market capitalization of the Company and is

exceeding RMB300 million.

In addition, the Company shall disclose such information on the website of The Stock

Exchange of Hong Kong Limited in accordance with relevant provisions as required by

The Stock Exchange of Hong Kong Limited and the Hong Kong Listing Rules.

Article 19 The related transaction of the Company shall follow the pricing principles and methods

below:
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(I) The pricing order of related transaction shall be subject to the principles of

national pricing, market pricing and negotiated pricing; if there is no national
pricing and market price, it is determined by the cost plus reasonable profits. In

case of the failure of the above, the price shall be determined through negotiation

between both parties.

(II) Both parties of the transaction shall determine the pricing method according to

the specific circumstances of the related transaction, and make it clear in the

relevant agreement in respect of the related transaction.

(III) Market price: The price and rate of identical or similar assets, goods or services,

which are determined according to normal commercial terms by an independent

third party without deviating from the market.

(IV) Cost-plus price: A transaction price and rate determined by adding a reasonable

profit to the cost of the assets, goods or services involved in the transaction.

(V) Agreement price: Price and rate being negotiated on arm’s length basis.

(For the pricing policy for continuing related transactions, please refer to The Stock
Exchange of Hong Kong Limited Guidance Letter (HKEx-GL73-14) (Published in

March 2014) (Rule reference updated in July 2014))(Guidance on Pricing Policies for

Continuing Connected Transactions and Their Disclosure)

Article 20 Management of the price of related transaction:

(I) Both parties of the transaction shall calculate the transaction amount according to

the price and the actual transaction quantity agreed in the related transaction

agreement, and shall settle the amount according to the payment method and time

agreed in the related transaction agreement.

(II) The financial management department of the Company shall track the market

price and cost changes of the related transaction of the Company, and report the

changes to the Board of Directors for filing.

CHAPTER IV DECISION-MAKING PROCEDURE OF RELATED
TRANSACTION

Article 21 When the Board of Directors of the Company deliberates the related transaction, the

directors who are connected with the counterparty of a transaction shall abstain from

voting, and may not exercise the voting right on behalf of other directors. A meeting of

Board of Directors should be attended by a majority of the non-related directors and any

resolution at the meeting shall be passed by more than half of the directors who are not
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related to each other. If the number of non-related directors attending the meeting of the

Board of Directors is less than three, the matter shall be submitted to the general
meeting for review.

A related director mentioned in the preceding paragraph shall mean a director involved

in any of the following circumstances:

(I) being counterparty of a transaction;

(II) being employed by the counterparty of a transaction, by a legal person or other

organization which can directly or indirectly control the counterparty of a

transaction, or by a legal person or other organization which is under direct or

indirect control of the counterparty of a transaction;

(III) having direct or indirect control over the counterparty of a transaction;

(IV) being a close family member of the counterparty of a transaction or of such

counterparty’s direct or indirect controllers (refer to Item (4) of Article 7 of the

Rules for the specific scope);

(V) being a close family member of the directors, supervisors or senior management

officers of the counterparty of a transaction or of such counterparty’s direct or

indirect controllers (refer to Item (4) of Article 7 of the Rules for the specific

scope);

(VI) being a director whose independent business judgment may be affected for other

reasons as determined by the Company on the basis of the principle of substance

over form;

(VII) other circumstances in which the director or any of his related persons has a

material interest in the transaction in accordance with the Hong Kong Listing

Rules.

Article 22 When the general meeting of the Company deliberates the related transaction, any

shareholders who have material interests in the transactions in accordance with the

relevant listing rules of Shanghai Stock Exchange and the Hong Kong Listing Rules

(hereinafter referred to as “the related shareholders”) shall abstain from voting and may

not exercise the voting rights on behalf of other shareholders.

Article 23 The related shareholders include shareholders who meets any of the following

conditions:

(I) being the counterparty of a transaction;

(II) having direct or indirect control over the counterparty of a transaction;
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(III) being under direct or indirect control of the counterparty of a transaction;

(IV) being directly or indirectly controlled by the same legal person or other

organization or natural person as the counterparty of a transaction;

(V) being restricted or influenced in terms of voting right due to the share transfer

agreement or other agreement that has not yet been fulfilled with the counterparty

of a transaction or its related party;

(VI) shareholders identified by the Company as likely to cause the Company to tilt its

interests;

(VII) other circumstances in which the director or any of his related persons has a

material interest in the transaction in accordance with the relevant listing rules of

Shanghai Stock Exchange and the Hong Kong Listing Rules.

Article 24 The abstention of the related directors and the voting procedures are as follows:

(I) The related directors shall make an application for abstention on their own

initiative, otherwise, other directors shall have the right to request them to
abstain;

(II) In case of any dispute over whether a director is a related director, the Board of

Directors shall make a request to the relevant regulatory department or company

lawyer to confirm the connection relationship, and decide whether he should

abstain according to the response of the department or personnel as above

mentioned;

(III) The related directors may attend the meeting to discuss matters on related

transaction;

(IV) When the Board of Directors votes on related transaction, the related directors

shall not exercise the voting rights, nor may they exercise the voting rights on

behalf of other directors.
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Article 25 The abstention and voting procedures of the related directors are as follows:

(I) The related directors shall make an application for abstention on their own

initiative, otherwise, other directors shall have the right to request them to

abstain;

(II) In case of any dispute over whether a shareholder is a related shareholder, the

chairperson of the meeting shall conduct the examination, and the lawyer present

at the meeting shall make judgment on whether the relevant shareholders are

related shareholders according to relevant regulations;

(III) When the general meeting votes on the related transaction, the related

shareholders shall abstain from voting and shall not be counted into the

quorum, nor shall they exercise the voting rights on behalf of other shareholders;

after deducting the number of voting shares represented by the related

shareholders, the non-related shareholders attending the general meeting shall

vote in accordance with the Articles of Association of the Company and the

Rules of Procedures of the General Meeting.
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Article 26 In the case of complying with the Hong Kong Listing Rules and the relevant listing

rules of Shanghai Stock Exchange, the Company may be exempted from performing the
relevant obligations according to the provisions of the Rules when the Company and the

related parties entered into the following related transaction:

(I) One party subscribes in cash the shares, company bonds or corporate bonds,

convertible corporate bonds or other derivatives publicly issued by the other

party;

(II) One party, as a member of the underwriting syndicate, underwrites shares,

company bonds or corporate bonds, convertible corporate bonds or other

derivatives publicly issued by the other party;

(III) One party receives dividends, bonus or remuneration in accordance with the

resolution of the general meeting of the other party;

(IV) One party participates in a public bidding and public auction of the other party,

unless it is unlikely for the public bidding or public auction to be conducted at a

fair price;

(V) The Company unilaterally benefits from the transaction, including receiving cash

assets as gift, being granted debt reduction or relief, accepting guarantee and

financial assistance, etc.;

(VI) The related transaction price is determined in accordance with the requirements

of the state;

(VII) The related party provides funds to the Company at an interest rate not higher

than the prevailing benchmark lending rate published by the People’s Bank of

China, for which the Company provide no security;

(VIII) The Company provides products or services to director(s), supervisor(s) or senior

management member(s) on the same terms and conditions as those of

transactions between the Company and non-related parties;

(IX) Other transactions recognized by the stock exchange where the shares of the

Company are listed.

Article 27 The authority for decision-making of related transaction:

In accordance with the Hong Kong Listing Rules, the Company shall conduct ratio tests

as required by the Hong Kong Listing Rules on the proposed related transaction,

including (i) Assets ratio, i.e. the percentage of the total value which are the subject of

the transaction to the total assets of the Company; (ii) profits ratio, i.e. the percentage of

the total assets which are the subject of the transaction to the total profits of the
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Company (iii) revenue, i.e. the percentage of revenue attributable to the assets which are

the subject of the transaction to the revenue of the Company; (iv) consideration ratio,
i.e. the percentage of the consideration of transaction to the total market capitalization

of the Company; and (v) Equity capital ratio(only applicable to transaction in which the

Company issues consideration shares), i.e. the number of shares to be issued by the

Company as consideration divided by the total number of the Company’s issued shares

immediately before the transaction. The data used in the above-mentioned ratio test

shall be adjusted in accordance with the Hong Kong Listing Rules in individual cases,

and the specific calculation methods shall refer to the provisions of the Hong Kong

Listing Rules.

(I) Related transaction that the General Manager is entitled to approve: Related

transaction that are partially exempted in accordance with the Hong Kong Listing

Rules as amended from time to time (exemption from the requirement of

independent shareholders’ approval), and as per the existing Hong Kong Listing

Rules, i.e., each of the above ratios tested is less than 5%, or less than 25% and

the annual transaction consideration is less than HK $10 million, the General

Manager is authorized to approve the related transaction.

According to the Listing Rules of Shanghai Stock Exchange, (i) the amount of
the related transaction with related natural person is less than RMB 300,000

(except for guarantee provided by the Company); or (ii) the amount of the related

transaction with related legal person is less than RMB 3,000,000 or less than

0.5% of the absolute value of the audited net assets of the Company in the latest

period (except for guarantee provided by the Company) shall be approved by the

General Manager. Related transaction to be approved by the General Manager

shall be reported to the General Manager in writing by the relevant functional

department which has access to the matter at the first time, and the General

Manager of the Company or the General Manager’s office meeting shall be

responsible for reviewing the necessity, rationality and fairness of such related

transaction. Related transaction that must occur therein shall be implemented

after the review and approval of the General Manager or the General Manager’s

office meeting. The General Manager shall fully report to the Board of Directors

the information and documents in respect of related transaction that may be

considered by the Board of Directors and involved in the daily production and

operation activities.

(II) Related transaction that should be approved by the Board of Directors of the
Company: in accordance with the relevant listing rules of Shanghai Stock

Exchange, (i) the amount of the related transaction with related nature person is

more than RMB 300,000 and doesn’t meet the criteria for deliberation at the

general meeting as stipulated in Item (III) of this Article 27 (except for guarantee

provided by the Company); (ii) the amount of the related transaction with related

legal person is more than RMB 3,000,000 and accounts more than 0.5% of the

absolute value of the audited net assets of the Company in the latest period and
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doesn’t meet the criteria for deliberation at the general meeting as stipulated in

Item (III) of this Article 27 (except for guarantee provided by the Company); (iii)
the related transaction that the General Manager is entitled to determine and

implement, but the Board of Directors, independent directors or the Supervisory

Committee consider to be submitted to the Board of Directors for examination

and approval; (4) the related transaction judged and implemented by the Board of

Directors authorized by the general meeting shall be reviewed and approved by

the Board of Directors.

Related transaction that should be approved by the Board of Directors shall be

reported to the Board of Directors by the General Manager or director who is in

contact with the matter at the first time. The Board of Directors shall, in

accordance with the procedures of the Board of Directors’ meeting, make a

reasonable judgment and resolution on whether it is a related transaction.

(III) Related transaction that should be approved by the Company’s general meeting:

the related-party transactions not exempted under the Hong Kong Listing Rules

as amended from time to time (subject to the reporting, announcements and

stipulations approved by independent shareholders), and as per the existing Hong

Kong Listing Rules, i.e. when any of the above ratios tested fails to meet “less
than 5%, or less than 25% and the annual transaction consideration is less than

HK $10 million”, the related transaction shall be submitted to the shareholders’

meeting for approval after being examined and approved by the Board of

Directors.

In accordance with the relevant listing rules of Shanghai Stock Exchange, any

transaction which meets the following conditions shall be submitted before the

general meeting for consideration: (i) the transaction amount of the transaction

with related party is more than RMB30,000,000 and accounts for 0.5% or above

of the absolute value of the audited net assets of the Company in the latest period

(except the Company receiving guarantee, receiving cash assets as gift and

transaction purely for the purpose of granting debt reduction or relief to the

Company), or the transaction amount accounts for 1% or above of the latest

audited total assets or market capitalization of the Company and the transaction

amount is over RMB30,000,000; or (ii) the related transaction that the General

Manager and the Board of Directors are entitled to judge and implement, but the

independent directors or the Supervisory Committee think to be submitted to the

general meeting for examination and approval, shall be reviewed and approved
by the general meeting.

If the Board of Directors concludes that a related transaction should be submitted

to the general meeting for approval, the Board of Directors shall pass a resolution

to submit it to the general meeting for review and issue a circular for convening

the general meeting, which shall specify the date, place and topics of the general

meeting, and clearly state the content, nature and related parties of the related
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transaction; and where the Company intends to conduct a related transaction

which is subject to the consideration and approval of the general meeting, a prior
consent should be obtained from independent directors before such transaction is

submitted to the Board of Directors for deliberation. The independent directors

shall make an opinion on the fairness of the related transaction, whether it is in

the interests of the Company and its shareholders, whether the annual cap of the

related transaction is fair and reasonable (if it is a continuous related transaction)

and the proposal of voting. At the same time, the circular shall disclose the

opinions of the independent financial adviser engaged by the Independent Board

Committee to independent directors on the fairness of the related transaction,

whether it is in the interests of the Company and its shareholders, whether the

annual cap on related transaction is fair and reasonable (in the case of continuing

related transaction) and the proposal of voting.

Article 28 Related transactions that meet the review criteria of the Board of Directors set forth in

Item (II) of Article 27 of the Rules shall be approved by more than 1/2 of independent

directors and then submitted to the Board of Directors for discussion. Before an

independent director makes a judgment, an intermediary may be engaged to issue an

independent financial adviser report as the judgment basis.

Article 29 For transaction of the Company with related party that is with a transaction amount of

RMB 30,000,000 or above(except the Company receiving cash assets as gift, transaction

purely for the purpose of granting debt reduction or relief to the Company and receiving

guarantee) and accounting for 5% or above of the absolute value of the latest audited

net assets of the Company, or accounting for 1% or above of the latest audited total

assets or market capitalization of the Company and over RMB30,000,000, an

intermediary with the qualification to execute securities and futures-related business

shall be engaged to evaluate or audit the subject-matter of the transaction and submit the

transaction to the general meeting for review. If the subject-matter of the transaction is

the equity of the Company, the Company shall employ an accounting firm with the

qualification to carry out the relevant business of securities and futures to audit the

financial and accounting report of the subject-matter in the latest year, and the audit

deadline shall not exceed six months from the date of convening of the general meeting

to review the transaction; if the subject-matter of the transaction is other assets other

than equity, the Company shall employ an assets appraisal firm with the qualification to

execute securities and futures business, and the benchmark date of the appraisal shall

not exceed one year from the signing date of the agreement. The interval between the

end of the reporting period of the audited financial report and the date to use the audit
report shall not exceed 6 months and the interval between the appraisal date of the

appraisal report and the date to use the appraisal report shall not exceed 1 year. No audit

or appraisal is required to be conducted on the subject-matter involved in the related

transaction related to daily operations mentioned for the purpose of the Rules.
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Article 30 In conducting routine related transactions with related parties, the Company shall make

disclosure and carry out review in accordance with the following provisions:

(I) The Company may make reasonable estimates on the annual transaction amount

of the routine related transactions on the basis of categories, perform review

procedures and make disclosure accordingly. If the actual amount exceeds the

estimated amount, the Company shall reperform the review procedures and make

disclosure based on the excess amount.

(II) The annual report and interim report of the Company shall disclose the routine

related transaction on the basis of categories;

(III) Where an agreement in relation to routine related transactions entered into

between the Company and related parties has a term over 3 years, the Company

shall reperform the review procedures and make disclosure every 3 years.

Article 31 The Company shall perform the relevant review procedures in accordance with the

following provisions for the related transaction matters related to the daily operation

between the Company and the related parties:

(I) For the daily related transactions occurring for the first time, the Company shall

conclude a written agreement with the related party, and submit the transaction

agreement to the Board of Directors or the general meeting for review (if

necessary) in accordance with the amount involved in the agreement applicable

to the provisions of Article 27.

(II) For the daily related transaction agreement that has been reviewed and approved

by the Board of Directors or the general meeting of the Company and is being

executed, if the major terms of the agreement are changed significantly during

the implementation or the agreement needs to be renewed upon expiration, the

Company shall submit the newly revised or renewed daily related transaction

agreement to the Board of Directors or the general meeting for review (if

necessary) in accordance with the amount involved in the agreement applicable

to the provisions of Article 27.

(III) Where it is difficult to submit each agreement to the Board of Directors or the

general meeting for the large number of daily continuing related transactions

occurring each year with the need for frequently entering into agreements, the
Company shall enter into a related transaction framework agreement with each

party in accordance with the Hong Kong Listing Rules and Article 17 and Article

19 of the Rules and agree on an annual cap on the amount of transactions. Such

framework agreement and annual caps shall be submitted to the Board of

Directors or the general meeting for review in accordance with Article 27 of the

Rules. If the amount of the daily related transaction exceeds the estimated annual
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cap in actual execution, the Company shall re-conform to the reporting,

announcement or independent shareholders’ approval requirements under the
Hong Kong Listing Rules in accordance with Article 27 for the excess amount.

(IV) The independent non-executive directors of the Company shall review such

continuing related transactions annually and report their findings in the annual

report, and the Company shall engage its auditors to report on the continuing

related transactions annually.

Article 32 The daily related transaction agreement shall at least include the transaction price,

pricing principle and basis, total transaction amount or its determination method,

payment time and method, and other major terms. In the case where the Hong Kong

Listing Rules and the relevant listing rules of Shanghai Stock Exchange are satisfied,

and the Company has the daily related transaction agreement with the related parties for

more than three years, the Company shall re-perform relevant review procedures and

disclosure obligations every three years in accordance with the provisions of Article 31.

Article 33 For related transactions carried out between the Company and different related parties

on the related subject matters or between the Company and the same related party

within 12 consecutive months, the transactions shall be submitted to the Board of
Directors or the general meeting for review in accordance with the amount of

transactions calculated accumulatively and applicable to the provisions of Article 27,

and disclosed in accordance with the provisions of Article 29, Article 31 and Article 37.

The same related party includes those directly or indirectly controlled by the same

effective controller or having a relationship of equity control with each other; or a legal

person or other organization whose director or senior management personnel is the same

natural person.

Article 34 Where the Company provides guarantee for the related party, such guarantee shall be

provided based on reasonable business logic and the Company shall submit the related

transaction to the general meeting for review after the approval of the Board of

Directors, regardless of the amount. Whereas the Company provides guarantee to the

shareholders holding less than 5% of the shares of the Company, the preceding

provisions shall apply and the relevant shareholders shall abstain from voting at the

general meeting.

In the event the Company provides guarantees for its controlling shareholder, effective

controller or other related parties, such controlling shareholder, effective controller or
other related parties shall provide counter guarantee.

Article 35 The Company shall adopt a prudent and cautious approach in providing financial

assistance or entrusted wealth management to related parties. If financial assistance or

entrusted wealth management is indeed necessary, disclosure should be based on the

actual transaction amount which is accrued for 12 consecutive months or submitted to
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the general meeting for deliberation. Those which have been disclosed or submitted to

the general meeting for deliberation will be excluded for the purpose of such
calculation.

Article 36 The Company shall take effective measures to prevent the shareholders and their related

parties from occupying or transferring the Company’s funds, assets and other resources

in various forms. The Company shall not provide the funds directly or indirectly to the

controlling shareholders and other related persons for use in the following ways.

(I) Lending the funds of the Company to the controlling shareholders and other

related persons for use with or without compensation;

(II) Providing an entrusted loan to a related party through a bank or non-bank

financial institution;

(III) Entrusting controlling shareholders and other related persons to conduct

investment activities;

(IV) Issuing commercial acceptance bills for the controlling shareholders and other

related persons without real transaction background;

(V) Repaying debts on behalf of controlling shareholders and other related persons;

(IV) Other means recognized by the regulatory authorities at the place where the

Company is listed.

Article 37 In accordance with the Hong Kong Listing Rules as amended from time to time, except

for meeting the following fully exempted related transactions (exempt from the

reporting, announcement and independent shareholders’ approval requirements), related

transactions shall be disclosed according to the existing Hong Kong Listing Rules: when

each ratio level specified in Article 27 is (1) less than 0.1%; or (2) less than 1% and the

transaction concerned is a related transaction solely because the related party is related

with one or more subsidiaries of the Company, or (3) less than 5% and the transaction

consideration of less than HK $3 million per year.

According to the relevant listing rules of Shanghai Stock Exchange, any related

transaction between the Company and the related natural person in which the transaction

amount is more than RMB 300,000 (except the guarantee provided by the Company)
shall be disclosed in a timely manner. The Company shall not directly or indirectly

provide loan to the directors, supervisors and senior management personnel. If the

transaction amount between the Company and the related legal person is over RMB 3

million and accounts for more than 0.5% of the absolute value of the latest audited net

assets of the Company (except for the guarantee provided by the Company), the related

transaction shall be timely disclosed.
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CHAPTER V SUPPLEMENTARY PROVISIONS

Article 38 Any matters not covered herein shall be governed by the Articles of Association, the

Hong Kong Listing Rules, the relevant listing rules of Shanghai Stock Exchange and

other relevant laws and regulations. The Articles of Association, the Hong Kong Listing

Rules, the relevant listing rules of Shanghai Stock Exchange and other relevant laws and

regulations to be issued or amended in the future shall prevail if they are in conflict

with provisions hereof.

Article 39 Market capitalization herein represents the arithmetic average number of the closing

market capitalization 10 trading days before the transaction under the relevant listing
rules of Shanghai Stock Exchange

Article 40 The senior management consists of the manager, deputy manager, financial officer and

secretary of the board of directors of the Company. The manager herein refers to the

general manager of the Company, and the so called deputy manager herein refers to the

deputy general manager of the Company, and the so called financial officer herein refers

to the chief financial officer of the Company.

Article 41 Documents in relation to the decision-making records of related transactions and

resolutions shall be kept by the secretary of the Board of Directors for a term of no less

than ten years.

Article 42 For the purpose of the Rules, the terms of “no less than” or “no more than” shall each

include the said number; and the terms of “below” or “above” shall not include the said

number.

Article 43 The Rules shall be constructed by the Board of Directors and come into effect on the

date of the initial public offering and listing of RMB ordinary shares of the Company

within the PRC (for the purpose of the Rules, excluding Hong Kong, the Macau Special
Administrative Region of the PRC and Taiwan) upon approval at a general meeting of

the Company, which is also applicable to the amendment thereof.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

RULES FOR EXTERNAL INVESTMENT MANAGEMENT

CHAPTER I GENERAL RULES

Article 1 In order to strengthen the external investment management of Shanghai Fudan

Microelectronics Group Company Limited (hereinafter referred to as the “Company”),
standardize its external investment activities and prevent investment risks with an aim to

improve the external investment efficiency, the Rules of External Investment

Management of Shanghai Fudan Microelectronics Group Company Limited

(hereinafter referred to as the “Rules”) are hereby formulated in accordance with the

Company Law of the People’s Republic of China (hereinafter referred to as the

“Company Law”), the Rules Governing the Listing of Securities on The Stock Exchange

of Hong Kong Limited (hereinafter referred to as the “Hong Kong Listing Rules”), the

relevant listing rules of the Shanghai Stock Exchange and other laws, regulations and

regulatory documents as well as the Articles of Association of Shanghai Fudan

Microelectronics Group Company Limited (hereinafter referred to as the “Articles of

Association”), and taking into consideration of specific situations of the Company.

Article 2 External investments under the Rules refer to the following investment activities carried

out in the PRC (for the purposes of the Rules, excluding Hong Kong, Macao Special

Administrative Region and Taiwan of China) and abroad by the Company, its wholly-

owned subsidiaries and majority-owned subsidiaries (hereinafter referred to as

“subsidiaries”) aiming at earning profit or preserving and increasing value:

(I) Enterprises established by the Company independently or operating projects

funded by the Company independently;

(II) Investments made by the Company in establishing joint ventures, cooperative

companies or development projects with other domestic or foreign independent

legal entities or natural persons;

(III) Further investment to or acquisition of equity from enterprises controlled or

invested by the Company;

(IV) Holding, participating in, acquiring and transferring other domestic and foreign

independent legal entities;

(V) Investments in financial products such as stocks, funds, bonds, entrusted wealth

management, and provision of entrusted loans;
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(VI) Investments in financial derivatives such as hedging, forwards, options and

futures or combinations of the above products, underlying assets including
interest rates, exchange rates and currencies;

(VII) Other investment activities for the purpose of obtaining future returns; and

(VIII) Other investments permitted by laws and regulations necessary for the

Company’s business development.

Article 3 The external investments behavior of the Company shall comply with the relevant laws,

regulations and industrial policies of the place where the Company’s shares are listed

and the place of external investment, be in line with development strategy of the

Company, be favorable to enhance competitiveness of the Company, be favorable to

reasonable allocate resource, create satisfactory economic benefits and facilitate

sustainable development of the Company.

Article 4 The Rules are binding on the Company, its shareholders, directors, senior management

and other relevant persons involved in the external investment activities. Investment

behavior shall follow the standards of scientific decision-making, routinized action,

systematic management and standardized operation. Investment projects shall be
conducted with sufficient elaboration, scientific assessment and regulated decision for

preventing investment risk and reaching reasonable level of investment income.

CHAPTER II AUTHORITY ON EXTERNAL INVESTMENT DECISION

Article 5 The office of the Board of Directors of the Company is the functional department to

manage major operational and investment decisions. It conducts special researches and

evaluations for the feasibility, investment risks, and investment returns and other related

matters of the major operational and investment projects of the Company, and

supervises the progress of major investment projects. If an abnormal situation occurs in

an investment project, the office should report to the Board of Directors in time.

Article 6 Prior to the decision on material external investment project, feasibility studies shall be

conducted on the intended investment projects, and various analysis on return on

investment, internal rate of return, period for return on investment, investment risk and

other analysis which contribute to making investment decisions shall also be conducted.

The feasibility report on investment shall be provided to the institutions or personnel

which/who have the authority to approve the investments as a reference for the decision

on external investment.

Article 7 The authority on investment decision-making and decision-making procedures of the

general meeting, the Board of Directors and the general manager of the Company shall

be executed pursuant to the provisions of the Company Law, the Hong Kong Listing
Rules, the relevant listing rules of the Shanghai Stock Exchange, the Articles of

Association and relevant management systems of the Company.
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If any transaction of the Company (other than the provision of guarantee) fulfills one of

the following conditions, such transaction shall be submitted to the Board of Directors
of the Company for consideration and approval:

(I) the total amount of assets involved in the transaction (book value or appraised

value, if both exist, whichever is higher) accounts for more than 10% of the latest

audited total assets of the Company;

(II) the volume of the transaction (including debts and expenses assumed) accounts

for more than 10% of the latest audited net assets of the Company and the

absolute amount of the volume of transaction exceeds RMB10 million; or the net

asset of the subject of the transaction (such as equity) accounts for more than

10% of the market value of the Company;

(III) the profit derived from the transaction accounts for more than 10% of the audited

net profit of the Company in the last fiscal year and the absolute amount of the

profit exceeds RMB1 million;

(IV) the revenue of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 10% of the audited revenue of the Company in the
last fiscal year and the absolute amount of revenue exceeds RMB10 million;

(V) the net profit of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 50% of the audited net profit of the Company in the

last fiscal year and the absolute amount of the net profit exceeds RMB1 million;

(VI) Under the Hong Kong Listing Rules, external investments may constitute

transactions under Chapter 14 “Discloseable Transaction” with any applicable

percentage ratio of the transactions being 5% or higher than 5% but below 25%

or higher than 25%;

(VII) Other external investment behavior which shall be considered and approved by

the Board of Directors of the Company pursuant to the relevant laws and

regulations in the PRC, the relevant laws and regulations in the Hong Kong

Special Administrative Region, the Hong Kong Listing Rules, the relevant listing

rules of the Shanghai Stock Exchange, the Articles of Association and relevant

management systems of the Company.

If any data involved in the above mentioned indices is negative, the absolute value of

such data shall apply.
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If any transaction of the Company (other than the provision of guarantee) fulfills one of

the following conditions, such transaction shall be submitted to the general meeting of
the Company for consideration and approval:

(I) the total assets involved in the transaction (book value or appraised value, if both

exist, whichever is higher) accounts for more than 50% of the latest audited total

assets of the Company;

(II) the volume of the transaction accounts for more than 50% of the market value of

the Company;

(III) the profit derived from the transaction accounts for more than 50% of the audited

net profit of the Company in the last fiscal year and the absolute amount of the

profit exceeds RMB5 million;

(IV) the revenue of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 50% of the audited revenue of the Company in the

last fiscal year and the absolute amount of the revenue exceeds RMB50 million;

(V) the net profit of the subject of the transaction (such as equity) in the last fiscal
year accounts for more than 50% of the audited net profit of the Company in the

last fiscal year and the absolute amount of the net profit exceeds RMB5 million;

(VI) The net asset of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 50% of the market value of the Company;

(VII) Under the Hong Kong Listing Rules, external investments may constitute

transactions under Chapter 14 “Discloseable Transaction” with any applicable

percentage ratio of the transaction being 25% or higher than 25%; and

(VIII) Other external investment behavior which shall be considered and approved by

the general meetings of the Company pursuant to the relevant laws and

regulations in the PRC, the relevant laws and regulations in the Hong Kong

Special Administrative Region, the Hong Kong Listing Rules, the relevant listing

rules of the Shanghai Stock Exchange, the Articles of Association and relevant

management systems of the Company.

If any data involved in the above mentioned indices is negative, the absolute value of
such data shall apply.

Article 8 The transaction volume stipulated in the Rules refers to the transaction amount paid and

the debts and expenses assumed.
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Where the transaction arrangement involves a consideration which may be paid or

received in the future but does not involve a specific amount or the amount is
determined according to the set conditions, the maximum amount is expected to be the

transaction amount.

Article 9 The market value specified in the Rules refers to the arithmetic average of the closing

market value for the 10 trading days preceding the transaction.

Article 10 Where the Company conducts transactions in installment, it shall, on the basis of the

total amount of transactions, determine whether the transactions shall be submitted to

the general meetings for consideration or subject to disclosure.

The Company shall timely disclose the actual situation of the installment transactions.

Article 11 Where the Company conducts transactions in the same category but in the opposite

direction referred to in the Rules with the same counterparty at the same time, Article 7

or Article 37 shall apply in accordance with the amount of transaction in one direction

thereof.

Article 12 Where the Company purchases or sells assets, and the total asset involved or transaction
volume accumulated for 12 consecutive months exceeds 30% of the latest audited total

assets of the Company, the transactions shall be submitted to the general meetings for

consideration and shall be approved by more than two-thirds of the voting rights of the

shareholders present at the meeting, in addition to making disclosure and conducting

audits or assessments according to the previous articles.

Article 13 When the Company conducts transactions such as “entrusted wealth management”,

“provision of entrusted loans”, etc., the amount incurred shall be adopted as the basis of

calculation, and shall be calculated in aggregate by transaction type for 12 consecutive

months. Where the cumulative calculated amount reaches the standards specified in

Article 7 or Article 37 of the Rules, the provisions of Article 7 or Article 37 shall be

applied respectively. If the relevant obligations have been fulfilled in accordance with

Article 7 or Article 37 of the Rules, the transaction will no longer be included in the

relevant cumulative calculation range.

When the Company conducts transactions other than “provision of guarantees”,

“provision of entrusted loans”, “entrusted wealth management”, etc., the provisions of

Article 7 or Article 37 of the Rules shall be applied for each transaction under the
relevant transaction type, in accordance with the principle of cumulative calculation for

12 consecutive months. If the relevant obligations have been fulfilled in accordance

with Article 7 or Article 37 of the Rules, the transaction will no longer be included in

the relevant cumulative calculation range.

Except as provided in the previous article, when the Company purchases or disposes of

assets, regardless of whether the subject of the transaction is related or not, if the total

assets or transaction amount involved, in aggregate, exceeds 30% of the latest audited
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total assets of the Company for a cumulative period of 12 consecutive months, in

addition to the submission to the Board of Directors for consideration in accordance
with the provisions of Article 7 of the Rules, it shall also be submitted to the general

meeting for consideration and passed by more than two thirds of the voting rights

represented by the shareholders who present at the meeting.

Article 14 Where the subject of the transaction is equity and has reached the standard for

consideration by the general meeting, the Company shall provide audit report on the

financial statements in the most recent year and period of the subject of the transaction;

where the subject of the transaction is non-cash assets other than equity, an appraisal

report shall be provided. The closing date of the audited financial report shall not

exceed 6 months from the date on which the audit report is used, and the evaluation

base date of the appraisal report shall not exceed one year from the date on which the

appraisal report is used.

The aforementioned audit report and appraisal report shall be issued by a securities

service institution with the qualification to carry out securities and futures related

business.

Article 15 Where the equity transaction of the Company has resulted in a change in the scope of
the consolidated financial statement of the Company, the relevant financial indicators of

the Company corresponding to the equity should be used as the basis for calculation to

determine whether it needs to be submitted to the general meetings for approval or

subject to disclosure.

Where the aforementioned equity transaction has not resulted in a change in the scope

of the consolidated financial statement, the relevant financial indicators shall be

calculated in accordance with the proportion of changes in the equity held by the

Company, so as to determine whether the transaction needs to be submitted to the

general meetings for approval or subject to disclosure.

Article 16 Any transaction, in which the Company unilaterally obtains benefits, including the

receipt of cash assets as gifts, debt relief, acceptance of guarantees and financial

assistance, shall be exempted from the review procedures of the general meetings in

accordance with the Rules.

Article 17 Despite the requirements as stipulated in the abovementioned Articles 7 and 37, external

investments of the Company may constitute connected transactions (under the Hong
Kong Listing Rules it is referred to as a “connected transaction”, the same below) and/

or discloseable transactions under the Hong Kong Listing Rules and the relevant listing

rules of the Shanghai Stock Exchange. In this case, the Company shall make references

to the Hong Kong Listing Rules, the relevant listing rules of the Shanghai Stock

Exchange as well as the Rules for Management of Related Party Transactions of

Shanghai Fudan Microelectronics Group Company Limited and the Rules for

Information Disclosure of Shanghai Fudan Microelectronics Group Company Limited

to carry out the relevant transactions, and shall meet the relevant requirements of the
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Hong Kong Listing Rules and the relevant listing rules of the Shanghai Stock Exchange

(including the requirements regarding authorization to transactions approval, connected
parties to abstain from voting, information disclosure, whether or not auditing and/or

asset valuation is required, etc.).

Article 18 Except for External Investments matters stipulated in the Rules that requires the

approval of the Board of Directors and the general meeting of the Company, all other

external investment matters shall be approved by the general manager of the Company

or a financial officer authorized by the general manager based on investment category.

CHAPTER III SUBSEQUENT DAILY MANAGEMENT OF EXTERNAL
INVESTMENT

Article 19 The general manager should formulate an annual investment plan of the Company at the

beginning of each year, to be included in the budget management, and may submit the

same to the Strategy and Investment Committee, the Board of Directors and the general

meeting for consideration according to the decision-making authority.

Article 20 Based on the development requirements of the Company, the general manager could

select investment projects beyond the scope of the annual investment plan, formulate

investment plans thereon and report to the Strategy and Investment Committee, the

Board of Directors and the general meeting of the Company for consideration and

approval according to the decision-making authority, and then the project shall be

arranged and implemented by the general manager.

Article 21 In case of any necessary adjustments to the annual investment plan or a separate

investment project or investment budget, such adjustments should be under relevant

approval procedures after being verified by relevant departments instructed by the

general manager.

Article 22 The development department of the Company is responsible for the special research and

evaluation of the feasibility of investment projects.

Article 23 The development department of the Company is responsible for tracking the

implementation of investment projects and evaluating investment projects.

Article 24 The finance department of the Company shall keep complete financial records of the

Company’s external investment activities, perform detailed accounting and create

separate account books for each investment project to record relevant data in detail.

Article 25 The internal audit department of the Company is responsible for auditing and

supervising investment projects. No one could refuse or evade supervision in any form

or excuse.

Article 26 The general manager shall report to the Board of Directors the progress of major

investment projects on a regular or irregular basis.
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Article 27 If failures to invest as planned or to achieve expected return in the investment project or

losses occurring in the investment, or other issues are discovered in the internal audit,
the general manager shall be responsible for identifying the cause, investigating the

responsibility of the relevant personnel and reporting to the Board of Directors.

Article 28 In principle, the Company should not apply its own capital in securities investment,

entrusted wealth management or investment in derivatives such as futures, options and

warrants which are based on stocks, interest rates, exchange rates and commodities. If

the Company still decides to carry out the aforementioned investment after careful

consideration, it should limit the amount of its entrusted wealth management or

derivative product investment according to the strict decision-making procedures,

reporting system and monitoring measures, and the risk tolerance capacity of the

Company.

Article 29 If the Company entrusts others to manage its funds, it should choose a qualified

professional financial institution with good credit status and financial status, no bad

credit record and strong profitability as the trustee, and enter into a written contract with

the trustee to clarify the amount, duration, investment varieties, rights and obligations as

well as legal responsibilities of both parties of the entrusted wealth management. The

Board of Directors of the Company shall assign personnel to track the progress of the
entrusted wealth management and the security status of the investment. If an abnormal

situation occurring, such person is required to report in time so that the Board of

Directors can immediately take effective measures to recover the funds and avoid or

reduce the losses suffered by the Company.

Article 30 The Company shall, in the event that the securities investment plan is considered and

approved by the Board of Directors or the general meeting, report the corresponding

securities investment account and fund account information to the stock exchange in the

place where the Company’s shares are listed.
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Article 31 When reviewing and making decisions on major operational and investment matters of

the Rules, the following factors should be fully investigated and decisions should be
made accordingly:

(I) Whether there are any expressed or implied restrictions on the investment

imposed by the relevant laws, regulations and policy provisions related to the

investment project;

(II) The investment project shall be in compliance with the national and regional

industrial policies and the Company’s medium and long-term development

strategy and annual investment plan;

(III) The investment project has good development prospects and economic benefits

after verification;

(IV) Whether the Company has the necessary conditions to smoothly implement

relevant investment projects (including whether it has the necessary funds,

technology, talents, raw material supply guarantees and other conditions to

implement the project);

(V) Whether the financial evaluation opinions regarding the investment project have

been issued by the Company’s financial officer, and whether the legal advice or

suggestions have been issued by the legal counsel;

(VI) Other relevant materials needed for making decisions on investment projects.

Article 32 When conducting major operational and investment matters, the Company should follow

the principles that are conducive to the Company’s sustainable development and the

interests of all shareholders, does not compete with the actual controllers and affiliates,

and ensures its personnel independence, assets integrity and financial independence; the

Company should have independent operational capabilities and remain independent in

procurement, production, sales, and intellectual property.

Article 33 For investment projects required to be reported to the Board of Directors for approval,

the investment decision-making department of the Company should submit the prepared

project feasibility analysis to the Strategy and Investment Committee of the Board of

Directors. After discussion and deliberation by the strategy and investment committee of

the Board of Directors according to its working rules, the analysis shall be submitted to
the Board of Directors for consideration and approval as a resolution.

Article 34 If the Company continuously makes decisions on the same or related major operational

and investment matters within 12 months, the amount of investment shall be calculated

in aggregate for approval.

- VII-9 -

APPENDIX 7 RULES FOR EXTERNAL INVESTMENT MANAGEMENT



Article 35 If the relevant approval procedures for investment matters have been performed in

accordance with the provisions of the Rules, the relevant investment amount shall not be
counted within the accumulated amount.

CHAPTER IV REPORTING AND INFORMATION DISCLOSURE OF
SIGNIFICANT EVENT

Article 36 The Company shall perform its information disclosure obligation in respect of its

external investments in strict compliance with the requirements, including the

information disclosure obligation stipulated in the Hong Kong Listing Rules, the

relevant listing rules of the Shanghai Stock Exchange, the other obligations required by

the securities regulatory authorities of the places where the Company is listed, and the
disclosure obligation of inside information which would be likely to materially affect

the prices of the Company’s securities as set out in relevant laws and regulations.

Article 37 If any transaction in the ordinary course of business of the Company fulfills one of the

following conditions, such transaction shall be disclosed in a timely manner:

(I) the total assets involved in the transaction (book value or appraised value, if both

exist, whichever is higher) accounts for more than 10% of the latest audited total

assets of the Company;

(II) the volume of the transaction accounts for more than 10% of the market value of

the Company;

(III) the net asset of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 10% of the market value of the Company;

(IV) the revenue of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 10% of the audited revenue of the Company in the
last fiscal year and the amount of the revenue exceeds RMB10 million;

(V) the profit derived from the transaction accounts for more than 10% of the audited

net profit of the Company in the last fiscal year and the amount of the profit

exceeds RMB1 million; and

(VI) the net profit of the subject of the transaction (such as equity) in the last fiscal

year accounts for more than 10% of the audited net profit of the Company in the

last fiscal year and the amount of the net profit exceeds RMB1 million,
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Article 38 If any transaction in the ordinary course of business of the Company fulfills one of the

following conditions, such transaction shall be disclosed in a timely manner:

(I) the volume of the transaction accounts for more than 50% of the latest audited

total assets of the Company and the absolute amount of the volume of transaction

exceeds RMB100 million;

(II) the volume of the transaction accounts for more than 50% of the audited revenue

or operating cost of the Company in the last fiscal year and the volume of the

transaction exceeds RMB100 million;

(III) the total profit expected to be derived from the transaction accounts for more

than 50% of the audited net profit of the Company in the last fiscal year and the

amount of the profit exceeds RMB5 million;

(IV) Other transactions that may have a significant impact on the assets, liabilities,

equity and operating results of the Company.

Article 39 The Company’s subsidiaries shall observe the management system on company

information disclosure, and the Company has the right to be informed of relevant
information of other investment targets.

Article 40 The information provided by the Company’s subsidiaries and other investment targets

shall be true, accurate and complete, and shall be submitted to the Company

immediately so that the secretary to the Board of Directors could disclose to the public

in a timely manner.

Article 41 Prior to the disclosure of external investment matters, each informed person shall bear

the confidentiality responsibility. Each informed person shall not use the information to

conduct insider transactions, and shall not disclose or insinuate other person to conduct

insider transactions.

CHAPTER V LEGAL LIABILITY

Article 42 The Board of Directors of the Company should know about the progress of major

investment projects and the investment returns on a regular basis. If there are failures to

invest as planned or to achieve expected return in the investment project or losses

occurring in the investment, the Board of Directors of the Company shall identify the

causes and investigate the responsibilities of the relevant personnel.

Article 43 If decisions on major operational matters and on the investment on fixed assets, stocks,

bonds, equity, joint ventures, project etc. are wrongly made and cause significant

economic losses to the Company and shareholders, the directors or the senior
management with direct responsibility who have voted for or abstained from voting

on such decisions, shall bear corresponding liability for compensation in accordance

with the relevant laws, regulations and the Articles of Association.
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Article 44 If the senior management of the Company make mistakes in the process of executing

the decisions or violate the relevant decisions of the general meeting, the Board of
Directors, the chairman of the Board of Directors and the manager, thus resulting in

significant economic losses to the Company and its shareholders, the Board of Directors

may impose penalties on the senior management in accordance with the relevant laws,

regulations and the Articles of Association and require them to compensate the

Company for the losses, as the case may be.

Article 45 If the business department that makes the investment proposal issues a false feasibility

study (or demonstration) report on the investment project or the financial controller

issues a false financial evaluation opinion on the investment project, resulting in the

failure of the foreign investment project and economic losses to the Company, the

Board of Directors may impose penalties on them in accordance with the relevant laws,

regulations and the Articles of Association and require them to compensate the

Company for the losses, as the case may be.

Article 46 If the legal counsel deliberately violates the law in issuing a false legal opinion on

external investment project, resulting in the violation of laws by the Company on

external investment and causing losses to the Company, the Company can terminate the

service contract with the legal counsel and require it to be liable for damages.

Article 47 If the project manager (or person in charge) of the investment project commits

malpractice, accepts bribes, prepares false project documents or has other illegal acts

during the project implementation, and thus causes the Company losses, the manager’s

office meeting may impose penalties on him or her and require him or her to

compensate the Company for the losses in accordance with relevant laws and

regulations and the actual circumstances.

Article 48 For project manager (or person in charge) who refuses the internal audit of the

Company or the external audit by intermediaries engaged by the Company during the

implementation of the investment project and after the completion of the project, the

manager’s office meeting may impose penalties on him or her in accordance with the

relevant laws and regulations and the actual circumstances.

CHAPTER VI SUPPLEMENTARY PROVISIONS

Article 49 Any matters not covered herein shall be governed by relevant laws and regulations, the

Hong Kong Listing Rules, the relevant listing rules of the Shanghai Stock Exchange,

other provisions required by the securities regulatory authorities and the Articles of

Association. Should the Rules be in conflict with any new or revised relevant laws and

regulations, the Hong Kong Listing Rules, the relevant listing rules of the Shanghai

Stock Exchange, other provisions required by the securities regulatory authorities and

the Articles of Association, such relevant laws and regulations, the Hong Kong Listing
Rules, the relevant listing rules of the Shanghai Stock Exchange, other provisions

required by securities regulatory authorities of the place where the Company’s shares

are listed and the current or modified version of Articles of Association shall apply.

- VII-12 -

APPENDIX 7 RULES FOR EXTERNAL INVESTMENT MANAGEMENT



Article 50 For the purpose of the Rules, the terms of “more than” or “less than” shall each include

the said number; and the terms of “below”, “above” or “over” shall not include the said
number.

Article 51 The senior management consists of the general manager, deputy general manager,

financial officer and secretary to the Board of Directors of the Company. The so called

manager herein refers to the general manager of the Company, and the so called deputy

manager herein refers to the deputy general manager of the Company, and the so called

financial officer herein refers to the chief financial officer of the Company.

Article 52 The Rules which are to be interpreted by the Board of Director of the Company shall

come into effect on the date of the initial public offering and listing of RMB ordinary

shares of the Company within the PRC (for the purpose of the Rules, excludes Hong

Kong, the Macau Special Administrative Region and Taiwan) upon approval at a

general meeting of the Company which is also required for any amendment.

Article 53 The external investment by majority-owned subsidiaries of the Company shall comply

with the Rules.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

RULES FOR EXTERNAL GUARANTEE MANAGEMENT

CHAPTER I GENERAL RULES

Article 1 In order to protect the interests of shareholders and investors of Shanghai Fudan

Microelectronics Group Company Limited (hereinafter referred to as the “Company”),
regulate its external guarantee and control its assets operation risks with an aim to

accelerate the healthy and steady growth of the Company, the Rules for External

Guarantee Management of Shanghai Fudan Microelectronics Group Company Limited

(hereinafter referred to as the “Rules”) are hereby formulated in accordance with the

Company Law of the People’s Republic of China, the Guarantee Law of the People’s

Republic of China, the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (hereinafter referred to as the “Hong Kong Listing

Rules”), the relevant Listing Rules of Shanghai Stock Exchange and other laws and

regulations as well as regulatory documents and the Articles of Association of Shanghai

Fudan Microelectronics Group Company Limited (hereinafter referred to as the

“Articles of Association”), and taking into consideration of specific situations of the

Company.

Article 2 The external guarantees under the Rules refers to the guarantees provided by the

Company, as a third party, for the debtor against the debt owed to the creditor under

which the Company undertakes to perform the obligation or assume the responsibility as

covenanted when the debtor fails to perform its obligation, including guarantees

provided to our majority-owned subsidiaries by the Company. The external guarantees
granted by the majority-owned subsidiaries or de facto majority-owned of the Company

are subject to the Rules as if they were granted by the Company. Forms of guarantees

include security, mortgage and pledge.

Article 3 The Company’s external guarantees are managed by the Company as a whole. Any

guarantee provided by the Company must be approved or authorized by the Board of

Directors or at the general meeting. Without approval by the Board of Directors or at

the general meeting of the Company, any individual shall not sign any contract,

agreement or other similar legal instruments of external guarantee in the name of the

Company.

Article 4 All directors and senior management of the Company shall prudently manage and

strictly control the liability risks arising from the external guarantee and shall accept

joint and several liabilities for damages arising from the external guarantee which

involves contravention or irregularity.

Article 5 External guarantees of the Company shall abide by the principles of legitimacy,

prudence, mutual benefit and security so as to control the risks strictly.
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Article 6 When the Company provides external guarantees, in principle counter-guarantee and

other necessary measures shall be taken to prevent risks. It shall require the guaranteed
party to provide a counter-guarantee in an equivalent amount and execute a counter-

guarantee agreement in writing or require a third party recommended by such

guaranteed party and approved by the Company to provide a counter-guarantee by

warranty or other forms to the Company. The provider of counter-guarantee shall have

actual solvency. No guarantee shall be provided to the guarantee applicant if the

property against which the counter-guarantee is to be provided is prohibited by the

relevant laws and regulations from circulation or otherwise non-transferable. When

requiring provision of counter-guarantee by the guaranteed party, the financial

department should be responsible for the concrete practices of the counter-guarantee,

including but not limited to review, follow-up supervision and continuous risk

management. The Company shall make prudent judgments on the actual capability of

the counter-guarantee providers and the enforceability of the counter-guarantee.

Article 7 The grant of external guarantee by majority-owned subsidiaries of the Company shall be

executed in accordance with the Rules as well. Once the underlying resolution has been

passed by its board of directors or at the general meeting, the majority-owned subsidiary

shall inform the Company in time so that the Company can perform the information

disclosure obligation.

Article 8 No external guarantees could be provided by the branch office or the internal functional

department of the Company.

CHAPTER II THE BASIC PRINCIPLES OF
PROVIDING EXTERNAL GUARANTEE

Article 9 The Company shall follow the principles of providing the external guarantees in a legal,

prudent, mutually beneficial and safe manner, to strictly control the risks in providing

external guarantees.

Article 10 The scope of the external guarantee provided by the Company: upon the review and

approval of competent authority of the Company under the Rules, the Company can

provide guarantees to qualified third parties to secure their borrowings from financial

instruments, note discounting, finance leasing and other fundraising matters. The

Company is in principle not to provide external guarantee initiatively, except for those

providing guarantee to each other, and if the provision of external guarantee is really

required, the application should be made by the guaranteed party.

Article 11 The external guarantee to be granted by the Company must be presented to the Board of

Directors or the general meeting of the Company for consideration and approval in

accordance with legal procedures. Without approval at the general meeting or by the

Board of Directors of the Company, the directors and senior management of the

Company shall not sign guarantee contracts on behalf of the Company without

authorization.
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Article 12 The Company shall disclose all the external guarantee matters to the audit institution

engaging audit for the Company as required.

Article 13 The sponsor institution shall give independent opinions when the Board of Directors

reviews the external guarantee and those opinions shall be disclosed together with the

relevant announcement of the Company.

Article 14 The independent directors of the Company shall express independent opinions when the

Board of Directors reviews the external guarantee, and make specific explanation on the

accumulative and current external guarantees of the Company and the implementation

of provisions of the Rules in the annual report.

Article 15 All directors and senior management of the Company shall prudently manage and

strictly control the liability risks arising from the external guarantee and shall be jointly

and severally liable for damages arising from the external guarantee which involves

contravention or irregularity.

Article 16 The general meeting of the Company is the highest decision-making body of its external

guarantees. The Board of Directors exercises the decision-making power of external

guarantee in accordance with the relevant provisions referring the authorization of the
Board of Directors to grant external guarantees under the Articles of Association. The

Board of Directors shall present a preproposal to the general meeting for approval when

it is required by laws and regulations and the listing rules of the stock exchange where

the shares of the Company are listed or when the relevant matter is beyond its

authorization according to the Articles of Association. External guarantee matters that

have been approved by the general meeting are managed and carried out under the

organization of the Board of Directors. If the external guarantees constitute connected

transactions (referred as related party transactions under the Hong Kong Listing Rules,

similarly hereinafter) and/or discloseable transactions according to the listing rules of

the stock exchange where the shares of the Company are listed, in this case, the

Company shall comply with the Hong Kong Listing Rules, the relevant Listing Rules of

Shanghai Stock Exchange and the Rules for Management of Related Party Transactions

of Shanghai Fudan Microelectronics Group Company Limited and satisfy the relevant

requirements under the Hong Kong Listing Rules and the relevant Listing Rules of

Shanghai Stock Exchange, including the requirements regarding authorization to

transactions approval, connected parties to abstain from voting and information

disclosure.

Article 17 The external professional institutions shall be engaged, if necessary, by the Company to

carry out risk evaluation of the external guarantee as the basis for decision-making of

the Board of Directors or the general meeting. The expenses arising from the above

should be borne by the Company.
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CHAPTER III PROCEDURES OF PROVIDING EXTERNAL GUARANTEES

Article 18 The functional departments of the Company responsible for external guarantee matters

on the daily basis include the financial department, the legal department or legal

advisor.

Article 19 Once the guarantee application from a guaranteed party has been received, the Company

will conduct an assessment of the credit status of the guaranteed party and require the

guaranteed party to provide the following information to the Company and ensure the

authenticity of such information: including the enterprise business license of the

guaranteed party, the certificate of identity of the enterprise legal representative, the
relevant resolutions passed by the Board of Directors of the guaranteed party, and the

audited balance sheets, income statements and cash flow statements for the last three

years audited by the accounting firm with qualifications for securities business, financial

forecast for the next year, breakdown of the loans advanced and repaid (including the

payment of interest) and the relevant contracts, a brief profile of senior management of

the company, bank credit, breakdown of external guarantees, asset pledge/charge

breakdown, the approval documents for projects issued by the relevant government

departments (where applicable), the relevant contracts for the investment projects, the

feasibility analysis reports and other documents considered as necessary by the

Company.

Article 20 Upon receipt of the application and survey data from the guaranteed party by the

Company, the financial department of the Company shall conduct a comprehensive

analysis on the credit status of the guaranteed party the benefits and risks of the

guarantee, and fully conduct background investigation and preliminary audit survey of

credit analysis and risk profile; and shall conduct an on-site inspection on the

production and operating conditions, financial position, the progress of investment

projects and staffing of the guaranteed party and evaluate the profitability, solvency and

growth potential of the guaranteed party based on various indicators for performance
appraisal and disclose the details in the relevant announcement published by the Board

of Directors.

Article 21 The financial department shall make recommendations on whether to provide the

guarantee, the actual forms of the counter-guarantee and the guaranteed limit based on

the result of the evaluation on the credit status of the guaranteed party and report to the

Board of Directors upon obtaining consent from the General Manager.

Article 22 the Board of Directors should carefully review and analyze the financial situation,

operating conditions, industry prospects and credit situation of the guaranteed party, and

make prudent decisions in accordance with the laws. When necessary, an external

professional institution may be engaged to assess the risk of providing external

guarantee as a basis for decision-making of the Board of Directors or at the general

meeting. The independent directors of the Company shall furnish independent opinions
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upon considering the external guarantee at Board meetings and, where necessary, may

engage an accounting firm to review the Company’s accumulated and current external
guarantees.

Article 23 The external guarantee that should be approved at the general meeting must be

considered and approved by the Board of Directors before submitting to the general

meeting for approval and disclosed on a timely basis. The external guarantee that should

be approved at the general meeting includes but not limited to the following

circumstances:

(I) The guarantee that single guarantee amount exceeds 10% of the latest audited net

assets of the Company;

(II) Any guarantee provided after the total amount of external guarantee of the

Company and its majority-owned subsidiaries exceeding 50% of the latest

audited net assets of the Company;

(III) The guarantee that provided to the guaranteed entity whose gearing ratio exceeds

70%;

(IV) The guarantee that exceeds 30% of the latest audited total assets of the Company

calculated on the basis of the amount of guarantees accumulated for twelve

consecutive months;

(V) The amount of guarantees exceeds 50% of the latest audited net assets of the

Company with the absolute amount exceeding RMB30 million for twelve

consecutive months;

(VI) The guarantee that provided to shareholders, actual controller and their related

parties;

(VII) Other guarantees that are required to be considered and approved at the general

meeting as stipulated by the listing rules of the stock exchange where the

Company’s shares are listed, including but not limited to the Chapter 14 and 14A

of the Hong Kong Listing Rules and the Articles of Association.

Except for the external guarantees provided in the preceding clause, other external

guarantees provided by the Company shall be considered and approved by the Board of
Directors.

Article 24 Where an external guarantee is subject to consideration by the Board of Directors, it

shall be considered and agreed upon by more than two-thirds of directors present at the

Board meeting. If any director is interested in the subject matter being considered, such

director shall abstain from voting, and the Board meeting can be held with over half of

disinterested directors present at the meeting, while the resolution made at the Board
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meeting shall be approved by more than two-thirds of all disinterested directors. If the

number of disinterested directors who attend the Board meeting is less than three, the
guarantee shall be submitted to the general meetings for consideration.

Article 25 The external guarantee that should be approved at the general meeting shall be subject

to the approval of more than half of the voting rights held by shareholders present at the

meeting.

Article 26 Where the resolution proposed by a shareholder, the shareholder’s actual controller and

related party is considered at the general meeting, such shareholder or the shareholders

under the control of such actual controller shall not participate in the voting. Such

resolution shall be subject to the approval of more than half of the voting rights held by

other shareholders present at the general meeting.

Article 27 If the amount of guarantees for twelve consecutive months exceeds 30% of the latest

audited total assets of the Company, the provision of external guarantee shall be

approved by more than two-thirds of the voting rights held by shareholders present at

the general meeting.

Article 28 Without prejudice to the interests of the Company, the provisions in Clause I to III of
Article 23 can be waived for the guarantees provided by the Company for its wholly-

owned subsidiary or the guarantees provided by the Company for its majority-owned

subsidiary whose other shareholders also providing equal proportions of guarantees

according to their interests, except as otherwise provided in the Articles of Association.

The Company shall disclose the above guarantees in aggregated in the annual report and

interim report.

Article 29 After a resolution on the guarantee has been passed by the shareholders at general

meeting or the Board of Directors of the Company, the legal department or legal advisor

shall review the relevant legal documents such as contract for the principal creditor’s

right, guarantee contract and counter-guarantee contract. The financial department shall,

on behalf of the Company, enter into a written guarantee contract with the principal

creditor and enter into a written counter-guarantee contract with the provider of the

counter-guarantee.

Article 30 The financial department of the Company shall send the executed guarantee contract

and the counter-guarantee contract to the legal department or legal advisor within two

business days from the date of signing of the guarantee and the counter-guarantee for
filing purpose.

CHAPTER IV RISK CONTROL IN RESPECT OF GUARANTEES

Article 31 The Company shall adhere to the principle of risk control in the process of providing a
guarantee and shall strictly control the limit of guarantee liabilities to the guaranteed

enterprise while conducting risk evaluation on the guaranteed enterprise.
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Article 32 The Company shall conclude a written contract for the provision of external guarantees

and the guarantee contract shall comply with the requirements of relevant laws and
regulations and the main terms thereto shall be clear and unambiguous.

Article 33 The Company shall strengthen the management of guarantee contracts. The guarantee

contract and relevant original documents shall be properly kept and shall be sorted out

and checked in a timely manner, and the Company shall also check with banks or other

relevant institutions on a regular basis to make sure the filed documents are complete,

accurate and valid. The Company shall also pay attention to the validity period of

guarantees.

Article 34 In case any abnormal contract that is not approved through the approval procedures of

Board of Directors or the general meeting is identified in the course of the above

contract management process, timely report shall be submitted to the Board of Directors

and the Supervisory Committee and relevant announcement shall be published

accordingly.

Article 35 For a project loan granted to the guaranteed enterprise, the Company shall request to

open a joint account with the guaranteed enterprise so as to earmark funds for its

specified purposes.

Article 36 The Company shall request the guaranteed enterprise to provide assets of real substance,

including fixed assets, equipment, machinery and real estate and the personal property

of the legal representative for pledge or charge to faithfully implement the counter-

guarantee measures.

Article 37 The financial department of the Company shall designate a person to continuously

monitor the guaranteed entity; collect the latest financial information and audit reports

of the guaranteed entity; analyze its financial status and solvency on a regular basis; pay

attention to any changes in its production and operation, assets and liabilities, external

guarantees provided to others, spin-off, consolidation or legal representative and prepare

relevant financial files to report to the Board of Directors regularly.

Article 38 In case the operation of the guaranteed entity is found deteriorating significantly or in

case of dissolution, spin-off or other significant events, the designated person shall

report to the Board of Directors promptly. The Board of Directors is obligated to take

effective measures to minimize the losses.

Article 39 If the guaranteed party fails to perform its repayment obligation within 10 business days

after expiry of its debts, the financial department, in conjunction with the legal

department or legal advisor of the Company shall implement the counter-guarantee

measures. During the guarantee period, if the guaranteed party is subject to

organizational change, cancellation, bankruptcy or liquidation, the Company shall

exercise its right of recourse in accordance with the relevant laws.
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Article 40 In the event a debt guaranteed by the Company requires extended guarantee by the

Company upon expiry, it should be treated as a new external guarantee and be subject to
the approval procedures and disclosure obligation for guarantees again.

Article 41 The financial department shall send the recourse situation to the legal department or

legal advisor within 5 business days after commencing the recourse procedure and 2

business days upon the completion of the recourse procedure for filing propose.

CHAPTER V DISCLOSURE OF INFORMATION
FOR EXTERNAL GUARANTEES

Article 42 The Company shall strictly comply with the information disclosure obligations on
external guarantees according to the relevant provisions of the relevant listing rules of

the stock exchange where the Company’s shares are listed and the Articles of

Association. The resolutions in relation to the external guarantees resolved by the Board

of Directors or at the general meeting shall be timely announced and the Company shall

truthfully provide all information relating to the external guarantees of the Company to

the certified public accountants according to the provisions.

Article 43 If the guaranteed party fails to perform its repayment obligations within 15 business

days after expiry of its debts, or the guaranteed party is subject to bankruptcy or

liquidation and other situation that significantly affects its solvency, the Company shall

promptly monitor the repayment of debts by the guaranteed party and shall timely

disclose the relevant information after being aware of the same.

Article 44 Prior to the disclosure of external investment matters, each informed person shall bear

the confidentiality responsibility. Each informed person shall not use the information to

conduct insider transactions, and not disclose or insinuate other person to conduct

insider transactions.

CHAPTER VI LEGAL LIABILITY

Article 45 All shareholders and directors of the Company shall strictly observe the requirements

under the Rules and the relevant laws, regulations and regulatory documents to review

external guarantees of the Company, and those shareholders and directors who
participate in the resolution shall be subject to liabilities for material loss resulting from

non-compliance or misconduct in external guarantees. If it is verified that a director has

expressly stated his/her objection when voting and the same has been recorded in the

meeting minutes, such director may be exonerated from liability.

Article 46 In case of any actual loss of the Company incurred as a result of signing of external

guarantee contract or neglect of duty by the relevant review departments and personnel

or other senior management staff of the Company without proper authorization involved

in the Rules due to their failure to comply with the prescribed procedures, the Company

shall pursue the liability against the responsible person.
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CHAPTER VII SUPPLEMENTARY PROVISIONS

Article 47 For the purpose of the Rules, the term of “above” shall include the said number; and the

term of “more than” shall not include the said number.

Article 48 Any matters not covered herein shall be governed by the relevant laws and regulations,

other provisions required by regulatory authorities of the place where the Company’s

shares are listed and the Articles of Association. The relevant laws and regulations,

other provisions required by regulatory authorities of the place where the Company’s

shares are listed and the Articles of Association shall prevail if they are in conflict with

the Rules.

Article 49 The senior management consists of the general manager, deputy general manager,

financial officer and secretary of the Board of Directors of the Company. The manager

referred herein refers to the general manager of the Company, and the deputy manager

referred herein refers to the deputy general manager of the Company, and the financial

officer referred herein refers to the chief financial officer of the Company.

Article 50 The Rules shall be constructed by the Board of Directors and revised at the general

meeting and come into effect from the date of the initial public offering and listing of

RMB ordinary shares of the Company within the PRC (for the purpose of the Rules,

excludes Hong Kong, the Macau Special Administrative Region and Taiwan) upon

approval at a general meeting of the Company.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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上海復旦微電子集團股份有限公司
SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

THE WORKING RULES FOR INDEPENDENT DIRECTORS

CHAPTER I GENERAL RULES

Article 1 In order to further improve the governance structure of Shanghai Fudan

Microelectronics Group Company Limited (hereinafter referred to as the “Company”),
regulate its operation and make full use of independent directors’ roles in the Board of

Directors, the working Rules for independent directors of the Company are hereby

formulated in accordance with the Company Law of the People’s Republic of

China(hereinafter referred to as the “Company Law”), the Code of Corporate

Governance for Listed Companies, the Guidance on the Establishment of Regulations

for Independent Directors in Listing Company, the Guidance on Filing and Training for

Independent Directors by Listing Company on Shanghai Stock Exchange, the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

(hereinafter referred to as the “Hong Kong Listing Rules”),the relevant Listing Rules of

Shanghai Stock Exchange and other laws, regulations and normative documents as well

as the Articles of Association of Shanghai Fudan Microelectronics Group Company

Limited (hereinafter referred to as the “Articles of Association”).

Article 2 Independent directors of the Company refer to directors who hold no other positions at

the Company other than as directors and have no relationship with the Company and its

substantial shareholders that may affect their independent and objective judgment. They

are also referred to as external independent directors or independent non-executive

directors.

Article 3 Independent directors are obliged to be honest and diligent in respect of the Company

and all the shareholders. Independent directors shall perform his/her official duties

earnestly and protect the Company’s interests, and in particulars, the legal interests of

the minority shareholders, pursuant to the requirements of relevant laws and regulations

and the Articles of Association. Independent directors shall carry out their duties

independently without being influenced by the Company’s substantial shareholders, de

facto controller or any other entity or individual having interests in the Company.

Article 4 Independent directors can serve as independent directors in up to 5 listed companies and

shall ensure that they have enough time and energy to effectively perform their duties as

independent directors.

Article 5 At least one-third of the Board members of the Company shall be independent directors

and the total number shall be no less than 3. At least one of the independent directors

must be the accounting professionals. Candidates nominated as independent director in

the capacity of accounting professionals shall have profound knowledge and experience
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in accounting, and obtain professional qualifications such as the certificate public

accountant or senior accountant or be associate professors in accounting or with higher
rankings.

If the number of independent directors of the Company does not meet or is less than the

number provided in the Rules, the Company shall make up the shortfall pursuant to the

provisions.

At least 1 independent non-executive director among independent directors shall

ordinarily reside in Hong Kong.

Article 6 Independent directors and persons to be appointed as independent directors shall

participate in trainings organized by the China Securities Regulatory Commission (the

“CSRC”) and its authorized organizations as required by the CSRC.

CHAPTER II QUALIFICATIONS FOR THE INDEPENDENT DIRECTORS

Article 7 Independent directors shall meet the following criteria in order to perform their duties:

(I) being qualified to serve as a director of a company pursuant to the laws,

regulations and other relevant requirements;

(II) not being a person described in Article 8 below;

(III) possessing the basic knowledge in respect of the operation of a listed company
and being familiar with the relevant laws, regulations and rules;

(IV) having more than 5 years of working experience in the areas of legal practice,

economics, finance, management or other experiences necessary for discharging

the duties of an independent director;

(V) obtaining the certificate of qualifications for independent director recognized by

the Shanghai Stock Exchange in accordance with the Guidelines on Training of

Senior Management of Listed Companies and relevant provisions;

(VI) being in compliance with other requirements in other laws, regulations,

normative documents, relevant rules of the stock exchange where the shares of

the Company are listed and the Articles of Association.
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CHAPTER III INDEPENDENCE OF THE INDEPENDENT DIRECTORS

Article 8 The following persons must not serve as the independent directors of the Company:

(I) persons who hold a position in the Company or its subsidiaries, their immediate

relatives and major social relations (immediate relatives refer to their spouse,

parents, children etc.; major social relations refer to brothers and sisters, father-

in-law, mother-in-law, daughter-in-law, son-in-law, brother-in-law, sister-in-law

etc.);

(II) persons who directly or indirectly hold more than 1% of the issued shares of the
Company, or the natural person shareholders in the top ten shareholders of the

Company, and such shareholders’ immediate relatives;

(III) persons who hold a position in an entity which directly or indirectly holds more

than 5% of the issued shares of the Company, or which is one of the top five

shareholders of the Company, and such employees’ immediate relatives;

(IV) employees of the controlling shareholders and the de facto controllers of the

Company and their subsidiaries, and such employees’ immediate relatives;

(V) persons who provide financial, legal and advisory services to the Company and

its controlling shareholders or their respective subsidiaries, including but not

limited to all members of the project teams, the reviewers at all levels,

signatories of reports, partners and key personnel of the intermediary agencies

providing services;

(VI) persons who serve as directors, supervisors or senior management in entities that

have material business relationship with the Company and its controlling

shareholders or their respective subsidiaries or in the controlling shareholders of
such entities;

(VII) persons that have any of the six factors listed above in the past one year;

(VIII) persons who will be questioned for his/her qualification as an independent non-

executive director of a listing company according to the Hong Kong Listing

Rules and other relevant requirements;

(IX) persons who are still subject to the entry prohibition period under measures

prohibiting entry into the securities market imposed by the CSRC;

(X) persons who are unsuitable for serving as directors, supervisors or senior

management in listed companies as confirmed publicly by the stock exchanges;

(XI) persons who have been punished by the CSRC in the past 3 years;
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(XII) persons who have been reprimanded publicly or criticized for more than three

times by the stock exchanges in the past 3 years;

(XIII) other persons stipulated in the Articles of Association;

(XIV) other persons who do not have the independence as determined by the CSRC and

the Shanghai Stock Exchange.

Article 9 The independent directors of the Company who have been serving as an independent

directors for six years in a row shall not be nominated as candidates of the independent

director of the Company within one year thereafter.

Candidates of independent directors can serve as independent directors in up to 5 listed

companies including the one in which he/she will take the office for this time.

CHAPTER IV NOMINATION, ELECTION AND CHANGE OF
INDEPENDENT DIRECTORS

Article 10 The Board of Directors, the Supervisory Committee, or shareholders individually or

jointly holding not less than 1% of the issued shares of the Company are entitled to

nominate candidates for independent directors to be elected at the general meetings.

Article 11 The person nominating a candidate for independent director shall obtain the consent of

the person being nominated before the nomination. The person nominating such

candidate shall fully understand the occupation, education, position, detailed working

experience and all part-time jobs of the person being nominated, and shall express

opinion on his/her qualifications of acting as an independent director and his/her

independence. The person being nominated shall confirm in writing that there is no

relationship between him/her and the Company which may hinder his/her independent

and objective judgment and make a public declaration.

Before convening the general meeting for election of independent directors, the Board

of Directors of the Company shall go through the formalities of nominating independent

directors pursuant to provisions and fulfill the obligation of information disclosure

correspondently.1

Article 12 Before convening the general meeting for election of independent directors, the

Company shall submit the materials relating to all nominees to the CSRC, the Shanghai

Securities Regulatory Bureau and the Shanghai Stock Exchange or other authorities in

accordance with the rules of stock exchange where the shares of the Company are listed
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simultaneously. If the Board of Directors of the Company has any disagreement on the

relevant circumstances of the nominees, written opinions of the Board of Directors shall
be submitted at the same time.2

Article 13 The Shanghai Stock Exchange will review the qualifications of the candidates for

independent directors after five trading days from the date of receiving the materials

submitted by the Company. If there is no disagreement upon the qualification of such

candidates, election of independent directors may proceed in accordance with the

decision making procedures of the Company. If the Shanghai Stock Exchange or other

authorities have any disagreement upon any candidate, such candidate must not be

elected as independent director in the general meeting and the Company shall postpone

or cancel the general meeting or withdraw relevant resolution to be proposed in the

general meeting pursuant to the Rules Governing Shareholders’ General Meetings of

Listed Companies and the Articles of Association.3

Article 14 The term of office of an independent director shall be identical to that of the other

directors of the Company. Upon expiration of the term of office, an independent

director is eligible to offer himself/herself for re-election and re-appointment for

successive terms, which must not exceed six years.

Article 15 If an independent director who fails to attend board meetings of the Company in person

successively for three consecutive times, the Board of Directors shall put forward a

proposal at the general meeting to remove such director.

Except for circumstances stipulated in the above articles and circumstances under which

a person is unqualified to act as a director as provided for in the Companies Law, an

independent director shall not be removed without any reason from his/her office before

the expiration of his/her term of office. Where an independent director is removed from

office prior to the expiration of his/her term of office, the Company shall make special

disclosure in relation thereto. The removed independent director may make a public

statement if he/she believes that he/she has been improperly removed from his/her office

by the Company.4

Article 16 An independent director may resign before the expiry of his tenure. An independent

director who resigns shall submit a written resignation to the Board of Directors to

explain the situation related to his resignation or any other matters which in his opinion

shall be brought to the attention of the shareholders and creditors of the Company.
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If the resignation of the independent director results in the number or percentage of

independent directors in the Board of the Company less than the minimum requirement
stipulated in the Guiding Opinions on Establishing Independent Director System for

Listed Companies and the Articles of Association, the written resignation of such

independent director shall become effective only after a new independent director is

elected to take up his office.5

CHAPTER V AUTHORITY OF THE INDEPENDENT DIRECTORS

Article 17 The independent directors shall have the following special authorities in addition to

rights entitled to the director pursuant to the Companies Law, other laws, regulations

and the Articles of Association:

(I) major connected transactions, representing connected transactions amounted to

over RMB300,000 that the Company intends to enter into with connected natural

persons or connected transactions amounted to over RMB 3 million that the

Company intends to enter into with connected corporations and which accounts

for over 0.5% of the absolute value of the latest audited net assets of the

Company, shall be acknowledged by independent directors before they are

submitted to the Board of Directors for discussion; before making a judgment,

independent directors may engage an intermediary institution to issue an

independent financial advisory report to be used as the basis of their judgment;

(II) to put forward the proposal to the Board of Directors relating to the appointment

or removal of the accounting firm;

(III) to propose to the Board of Directors to convene an extraordinary general

meeting;

(IV) to propose to convene Board meetings;

(V) to independently engage external auditor and consulting firm;

(VI) to collect the voting rights from shareholders before the general meeting is

convened;

Consent from no less than 1/2 of all the independent directors is required when an

independent director desires to exercise the above authorities.
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If the above proposals made by the independent directors are not adopted or their

authorities cannot be exercised, the Company should disclose the related information.6

Article 18 Independent directors shall express independent opinions on the following matters to the

Board of Directors or the general meeting:

(I) nomination, appointment and removal of directors;

(II) appointment or dismissal of the senior management;

(III) the remuneration of the directors and the senior management of the Company;

(IV) the existing or new borrowing or other capital dealings amounted to over 3

million in total or exceeding 5% of the latest audited net assets of the Company

entered into between the Company and its shareholders, de facto controllers and

other related companies and whether the Company takes effective actions to

recover the debts;

(V) change of the use of proceeds;

(VI) matters related to audit opinions, if the certified public accountant issues a

modified audit opinion on the financial report of the Company;

(VII) the accumulated and current external guarantee of the Company and the

compliance of laws and regulations in respect of its external guarantees as set out

in its annual report;

(VIII) proposal to use assets for the discharge of debt of related parties of the Company;

(IX) no cash profit distribution plan being prepared by the Board of Directors in the

case that there are profits in the annual financial result of the Company;

(X) matters that the independent directors consider may be detrimental to the interests

of medium and small shareholders;

(XI) matters that need opinions from the independent directors as required by the

laws, regulations, regulatory documents and the Articles of Association;

(XII) other matters that the independent directors consider necessary.
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Article 19 Independent directors shall express opinion on the above mentioned matters in one of

the following manner:

(I) agree;

(II) qualified opinions and the reasons thereof;

(III) disagree and the reasons thereof;

(IV) unable to express opinion and the obstacles thereof.

Article 20 For disclosable matters, the Company shall announce the opinion of independent

directors. Where consensus cannot be reached among independent directors, the opinion

of each independent director shall be separately disclosed by the Board of Directors.7

Article 21 Independent directors shall attend Board meetings on time; have knowledge about the

production and operation of the Company, the establishment and implementation of

management and internal control systems and the implementation of Board resolutions;

and actively enquire about and obtain information necessary for decision making in

accordance with relevant laws, regulations, regulatory documents and the Articles of
Association.

CHAPTER VI WORKING CONDITIONS OF INDEPENDENT DIRECTORS

Article 22 The Company shall provide necessary conditions and convenience for independent
directors to ensure their effective performance of duties.

Article 23 The Company shall ensure that the independent directors have the same right to

information as other directors. Where a matter is subject to the decision of the Board of

Directors, the Company shall inform the independent directors in advance according to

the statutory time and provide sufficient information. The independent directors may

require supplemental information if he/she considers the information provided is

insufficient. Where two independent directors conclude that the information provided is

insufficient or the reasoning is unclear, they may jointly request the Board of Directors

in writing for postponement of the Board meeting or scrutiny of such resolution, which

shall be accepted by the Board of Directors.

The information offered to the independent directors by the Company shall be kept for

at least five years by the Company and the independent directors themselves.

Article 24 The Company shall provide the working conditions necessary for independent directors

to perform their duties. The secretary to the Board of Directors of the Company shall

actively assist the independent directors in performing their duties by means of briefings
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and providing information, etc. For independent opinions, proposals and written

statements issued by independent directors required to published, the secretary of the
Board of Directors shall promptly make announcements at the Shanghai Stock

Exchange.8

Article 25 Relevant personnel in the Company shall actively cooperate when the independent

directors perform their duties and shall not reject, impede, conceal from or interfere

with them to perform their duties independently.

Article 26 Expenses incurred by independent directors in terms of engaging intermediary agencies

and performing other duties shall be borne by the Company.

Article 27 The Company shall offer appropriate allowance to independent directors, the criteria of

which shall be planned by the Board of Directors, reviewed and passed in general

meetings and disclosed in annual reports of the Company.9

Except for the above allowance, independent directors shall not obtain other additional

and undisclosed interests from the Company and its shareholders or institutions and

persons that have interests in the Company.

Article 28 The Company shall establish the necessary insurance mechanism for independent

directors to minimize risks possibly incurred by normal performance of the duties of the

independent directors.

CHAPTER VII SUPPLEMENTARY PROVISIONS

Article 29 Any matters not covered herein shall be governed by the relevant laws and regulations,

administrative regulations, normative documents and the Articles of Association. The

national laws and regulations, administrative regulations and normative documents to be

issued in the future and the Articles of Association to be amended by legal procedures

as well as relevant provisions shall prevail if they are in conflict with the Rules, and

amendments shall be made immediately.

Article 30 The Rules shall be amended by the Board of Directors and come into effect after

passing at a general meeting of the Company, which shall come into effect from the

date of the initial public offering within the PRC (for the purpose of the Rules, excludes

Hong Kong, the Macau Special Administrative Region and Taiwan) and listing and
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trading on the Shanghai Stock Exchange, or the alternative articles are applicable prior

to the completion of the initial public offering within the PRC and listing and trading on
the Shanghai Stock Exchange (see note).

Article 31 The Board of Directors is responsible for interpreting the Rules.

Shanghai Fudan Microelectronics Group Company Limited

February 2019
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FEASIBILITY REPORT ON INVESTING IN PROJECTS WITH PROCEEDS FROM INITIAL
PUBLIC OFFERING OF A SHARES

I. Overview of Projects Invested with Proceeds

Out of the net proceeds (hereinafter referred to as “net proceeds”) from this initial public offering

after deducting the issue expenses, RMB300 million will be used to invest in the “SOPC Chips R&D and

Industrialization Project”, and the remainder after such investment (hereinafter referred to as the “remaining

proceeds”) will be fully used for the working capital of the Company.

If the net proceeds are less than RMB300 million to be used in “SOPC Chips R&D and

Industrialization Project”, the shortfall shall be financed by the Company with its own funds. Before the

receipt of proceeds raised from the Issue, the Company may subsidize the “SOPC Chips R&D and

Industrialization Project” with its own funds according to its actual needs. Upon the receipt of proceeds

raised, such proceeds will be utilized for replacing its own funds applied in such investment projects.

No. Project Name

Total
Amount
Invested

in Projects
Proceeds

to be Used
(RMB 10

Thousand)

(RMB 10

Thousand)

1 SOPC Chips R&D and Industrialization Project 36,000.00 30,000.00

2 Working Capital Replenishment – –

II. Analysis on Feasibility of Investing in Projects with Proceeds

(I) SOPC Chips R&D and Industrialization Project

SOPC Chips R&D and Industrialization Project is based on the development of high-end

SOPC components and system circuit of the Company, designed for the future application of AI

technology to video and image processing. With the advanced low-power processor technology and

deep neural network algorithm, it aims to develop intelligent computing chips applicable for

deduction, edge computing and miniaturized portable terminals by adopting the cutting-edge

processing technology and Flip Chip BGA packaging, and promote their industrialization and

application on such basis. To this end, the Company provides software kit equipped with depth

algorithm compiler while providing programmable chips, thus establishing a product design, testing
and reliability assurance platform.

The Company has been engaged in the R&D of the core technology of SOPC – FPGA

technology and products for a long time. It took the lead in developing the multi-million gate and ten-

million gate FPGA chips in the PRC and was the first to develop the hundred-million gate FPGA

products and independently designed FPGA software kit in May 2018 in the PRC. In addition, the
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Company has tackled technological problems in core technologies of SOPC chips, including the

general-purpose processor, programmable logic processor, hard core of deep neural network algorithm
and software kit of SOPC, as well as verification on original samples.

The total amounts invested in the project are RMB360 million and the proceeds to be used are

RMB300 million. The remaining funds of RMB60 million will be self-financed by the Company and

the main way to raise funds is to use the Company's retained earnings or funds raised by other ways.

The proceeds will be mainly used to: (1) the expansion for the existing R & D team, purchase of

development equipment, development of software tools, IP intellectual property and the establishment

of simulation test environment, etc. Based on the original SOPC, the design and development of each

IP module for samples will be continued. For samples after design, they will be verified, packaged,

tested and examined on their availability, the analytic result of which is the foundation for design and

upgrade, to complete the research and development procedures. (2) After the research and

development for samples, we will continue to purchase development equipment and develop software

tools for samples design, upgrade, verification, packaging, tests and availability exam. Followed by

completion of the pre-production R & D and various standard regulations, small-lot of samples is to

be manufactured on trial and promotion, after which, samples are put into volume production in order

to explore the market and improve sales income.

The project will be completed in two years. The first year is mainly to complete the sample
development. The second year is mainly to complete the R&D and various technical specifications

before the mass production of the chips, and then to carry out small-scale trial production for the

completion of the user trial. After the completion of the project, the project is expected to last for 7

years.

(II) Working Capital Replenishment

The Company plans to use all remaining proceeds to replenish its working capital. Considering

the further expansion of business scale with the gradual implementation of the investment project and

other factors, the operating revenue is expected to maintain a rapid growth in the next three years and

the Company’s demands for working capital will continue to increase. Under the relatively stable

current asset turnover and current ratio of the Company, the working capital requirements of the

Company will increase along with the sales expansion. The use of remaining proceeds to replenish

the working capital can increase the operating capital of the Company, optimize its capital structure,

broaden its financing channels and further improve its future development potential.

III. Necessity for Investment in the SOPC Chips R&D and Industrialization Project

(I) Further Enhance the R&D Capability of the Company

As a universal core component in the field of semiconductor integrated circuit, FPGA has been

widely used in high-tech areas such as aerospace, electronic communication, medical treatment and

intelligent vehicles. With nearly two decades of history in R&D of FPGA, the Company is one of the

few that can independently develop FPGA. FPGA products has made a breakthrough in the high-

reliability design on the basis of the traditional IC design. They adopt a new hundred-million gate

- X-2 -

APPENDIX 10 FEASIBILITY ON INVESTING IN THE PROJECT WITH
PROCEEDS FROM INITIAL PUBLIC OFFERING OF A SHARES



FPGA innovation framework and integrate various modular circuits suitable for hundred-million gate

FPGA application, including special ultra high-speed series-to-parallel conversion module, high
flexibility configurable module, special digital signal processing module, high-speed internal storage

module and configurable clock module, with all indexes having reached the advanced level of the

same kind of international products.

To further enhance its R&D ability and technical advantage as well as core competitiveness in

FPGA, in particularly, to seize the development trend of global artificial intelligence(AI) the

Company has to make additional capital investment to carry out the SOPC Chips R&D and

Industrialization Project with FPGA as the main structure and used in the AI field.

(II) Develop Advanced AI Chip Technology to Obtain Market Competitive Advantage

Since 21st century, AI has gradually shifted from the research to the application engineering

and is penetrating the daily life of common people and social economic activities of our country. AI

chips mainly include technical paths like CPU, GPU, FPGA and ASIC. Traditional CPU has an

advantage in control but is not suitable for AI algorithm requiring large amounts of calculation and

high repeatability. GPU chips occupy the vast majority of AI training market, but feature large power

consumption, low efficiency and poor flexibility. Tailored for specific AI application scenarios, ASIC

features poor universality despite of its outstanding performance. Nowadays, there are numerous
enterprises making research on GPU and ASIC in China. However, enterprises lack of experience in

FPGA technology in China and other enterprises do not carried out R & D activities on AI based on

the abovementioned technology.

With the development of AI, FPGA has become increasingly popular in the area of

heterogeneous computing. FPGA can be applied to realize the design of complex parallel circuit

required for the AI algorithm. FPGA has greater advantages in power consumption and performance

as compared with CPU of the same level. CPU+FPGA will be a very important direction in the

development of AI deep learning.

The use of integrated multi-core processor and FPGA technical structure to develop chips in

this project conforms to the market positioning of the Company to use the products in universal

application scenarios of edge intelligent computing and the development direction of AI computing

platform, and can facilitate the Company to gain much more market competitive advantages.

(III) Seize the Market Opportunities and Enhance the Company’s Sustainable Profitability

SOPC developed in this project are mainly used in AI core applications, such as image, video
analysis and automatic control, for the edge intelligent computing of various application scenarios

including video surveillance, intelligent driving, machine vision, medical imaging and industrial

control, and can realize applications of AI technology with lower latency, lower energy consumption,

smaller volume and lower costs. Driven by the edge intelligent computing, AI applications in all

walks of life have constantly achieved breakthroughs. According to research of iResearch, AI market

will maintain a high-speed growth in the future, with the global market size expected to reach
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US$18.3 billion in 2020 and US$200 billion in the next 10 years in which AI chips will account for

over 30% of the total market share. During the five years from 2015 to 2020, Chinese AI market size
will grow at a CAGR of 50% with the AI market size to reach US$9.1 billion in 2020.

The implementation of SOPC Chips R&D and Industrialization Project can help the Company

to seize the promising development opportunities in the AI market, increase its operating revenue and

enhance the Company’s sustainable profitability.

(IV) Comprehensive Evaluation on SOPC Chips R&D and Industrialization Project

This project is an integral part of the FPGA business development strategy of the Company

and one of the development directions of the new generation of AI technology. The successful

implementation of the project will help the Company to enhance its R&D ability, obtain its market

competitive advantage and enhance its sustainable profitability. Therefore, this project can generate

sound economic and social benefits.
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SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED

THREE-YEAR SHAREHOLDERS’ DIVIDEND RETURN PLAN AFTER A SHARES LISTING

Shanghai Fudan Microelectronics Group Company Limited (the “Company”) has hereby formulated

the Three-year Shareholders’ Dividend Return Plan After A Shares Listing (the “Plan”) in accordance with

the Notice on Further Implementation of Matters Relevant to the Cash Dividend Distribution by Listed

Companies, the Listed Companies Regulatory Guidance No.3 – Cash Dividend Distribution of Listed

Companies issued by China Securities Regulatory Commission (“CSRC”), and the Articles of Association

of Shanghai Fudan Microelectronics Group Company Limited (draft) (“Draft of Articles of Association”)
applicable to the Company after A Shares listing, in order to further regulate the dividend distribution
behavior, promote the establishment of a scientific, continuous and stable dividend mechanism, guarantee

reasonable return on investment for shareholders, and enhance the transparency and feasibility of the

dividend distribution policies.

I. Factors considered in formulating the Plan

The Company attaches importance to providing reasonable return on investment for investors, and

gives consideration to the sustainable development of the Company, following the sustainable and stable

profit distribution policies. Giving full consideration to important factors such as the reasonable return on

investment for investors, the Company’s actual situation, development goals, future profit scale, cash flow

position, development stage and planning, capital needs, social capital cost, external financing environment,

shareholders’ requirements and desires during the formulation of the Plan, the Company has established a

sustainable, stable, scientific and transparent return plan and mechanism for investors, made systematic

arrangements for the profit distribution of the Company, which guarantees the continuity and stability of the

profit distribution.

II. Principle on formulation of the Plan

In accordance with the relevant laws and regulations such as the Company Law of the PRC (the
“Company Law”), and the Draft of Articles of Association, the Company distributes dividends in the form

of cash, shares or both cash and shares or with other modes permitted by laws and regulations, giving full

consideration to the opinions and demands of shareholders (especially minority shareholders), independent

directors and supervisors, and gives priority to cash dividend distribution, provided that the normal operation

and development of the Company are guaranteed. The Company insists on cash dividend distribution as long

as specific conditions for the implementation of cash dividend stated in the Draft of Articles of Association

of the Company are met.
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III. Specific plan of shareholders’ dividend return after listing

(I) Profit distribution principle: The Company’s profit distribution shall attach importance to

providing reasonable returns on investment for investors. The profit distribution policies shall

maintain the continuity and stability, and give consideration to the sustainable development of

the Company;

(II) Profit distribution conditions: The Company made profits in the previous accounting year with

positive cumulative distributable profits and without any significant investment plans or cash

expenditures that affect the profit distribution;

(III) Profit distribution forms: The Company may distribute dividends in the form of cash, shares or

both cash and shares, and actively promote the dividend distribution in the form of cash;

(IV) Profit distribution period: The Company shall distribute profits annually in principle; while the

Company may conduct interim profit distribution and special profit distribution when

conditions allow;

(V) Cash dividend conditions:

1. Satisfying the profit distribution conditions specified in the clause (II) above;

2. The audit institution issues a standard unqualified audit opinion report to the financial

report for the year to the Company;

3. The cash flow of the Company satisfies the needs for normal operation and long-term

development.

Upon satisfaction with aforesaid conditions, the Company shall distribute profits in the form of

cash at least once a year;

(VI) Share dividend conditions: The Company may distribute profits in the form of shares according

to the profits and cash flow, in order to satisfy the needs for share capital expansion or

reasonably adjust the share capital scale and equity structure;

(VII) Cash dividend proportion: Upon satisfaction with the cash dividend conditions in the clause

(V) above, the profits distributed in the form of cash shall be no less than 10% of the profits

for distribution realized in the current year;
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(VIII) If any shareholder occupies the Company’s funds in violation of relevant regulations, the

Company shall deduct the cash dividends to be distributed to such shareholder to repay the
funds occupied;

(IX) If the Company made profits in the previous accounting year but the Board failed to raise a

cash dividend proposal, the reasons for the failure of cash dividend distribution, and the

purpose and usage plan of the funds not used for cash dividend shall be explained in the

regular report. Independent directors shall issue independent opinions in this regard.

(X) Differentiated cash dividend policies: When proposing distribution of dividends, the Board of

the Company shall take into account, among other things, features of the industries where the

Company operates, its development stage, business model, profit level and whether it has any

significant capital expenditure arrangements and formulate differentiated profits distribution

policies in accordance with the procedures provided in the Draft of Articles of Association as

follows:

1. If the Company is at the mature stage of development and has no significant capital

expenditure arrangement, the proportion of cash dividends shall be at least 80% in the

profit distribution;

2. If the Company is at the mature stage of development and has significant capital

expenditure arrangement, the proportion of cash dividends shall be at least 40% in the

profit distribution;

3. If the Company is at the growing stage and has significant capital expenditure

arrangement, the proportion of cash dividends shall be at least 20% in the profit

distribution.

If it is difficult to determine the Company’s stage of development while it has significant

capital expenditure arrangement, the previous provisions shall apply.

The Company shall establish scientific financial risk control system, and set up the reporting

system for significant financial matters in accordance with relevant regulations of shareholders.

IV. Formulation period of shareholder return plan and relevant decision-making mechanism

1. The Board of the Company shall review the Plan every three years in principle. In the absence

of circumstances under which the profit distribution policies shall be adjusted in accordance
with the Draft of Articles of Association, the Company may implement the shareholder return

plan lately formulated or revised without formulating another three-year shareholder return

plan.

2. The Board of the Company shall formulate the shareholder return plan according to the profit

distribution policies stipulated in the Articles of Association.

- XI-3 -

APPENDIX 11 THREE-YEAR SHAREHOLDERS’ DIVIDEND RETURN PLAN
AFTER INITIAL PUBLIC OFFERING AND LISTING OF A SHARES



3. The profit distribution policies of the Company shall not be changed randomly. If there is any

need to adjust the profit distribution policies due to great changes in the external operation
environment or operation situations, or significant investment plans, the Board of the Company

shall come up with the proposal for profit distribution policies adjustment according to actual

situations, which shall be submitted to the general meeting for consideration and approval.

When formulating the adjustment proposal, the Board shall focus on the protection of

shareholders’ rights and interests, solicit opinions from independent directors and the Board of

Supervisors, carry out detailed demonstration, and specify reasons in the proposal for the

general meeting. The adjusted profit distribution policies shall not violate relevant regulations

of CSRC and SSE. Independent directors and the Board of Supervisors shall issue opinions on

the adjustment proposal. The general meeting shall adopt the method of online voting to

facilitate the voting by public shareholders.

V. Adjustment of profit distribution policies

In the event the Company adjusts the profit distribution policies due to needs of operation situations,

investment plans and long-term development, or great changes in the external operation environment, it shall

carry out detailed demonstration and specify reasons for adjustment. The adjustment shall focus on the

protection of shareholders’ rights and interests, and the adjusted profit distribution policies shall not violate

relevant regulations of CSRC and SSE. The Board shall formulate the relevant proposal for the adjustment
of profit distribution policies, and independent directors and the Board of Directors shall issue opinions on

the adjustment of profit distribution policies. The proposal for the adjustment of profit distribution policies

shall be submitted to the general meeting for consideration with a special resolution upon deliberation by the

Board. The Company shall arrange online voting to facilitate the voting by public shareholders, in order to

fully reflect the requirements and desires of shareholders.

VI. Supervision by Board of Supervisors

1. The Board of Supervisors shall supervise the implementation of cash dividend policies and

shareholder return plan by the Board, and whether it has followed the relevant decision-making

procedures and made information disclosure.

2. If the Board has any of the following circumstances, the Board of Supervisors shall issue

explicit opinions, and urge the prompt correction:

(1) Failing to strictly implement the cash dividend policies and shareholder return plan;

(2) Failing to strictly implement the relevant decision-making procedures for cash dividend;

(3) Failing to disclose cash dividend policies and its implementation in an authentic,

accurate and complete manner.
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VII. Measures for communication with minority shareholders

The Board of the Company shall carry out special research and demonstration on the shareholder

return matters, and give a detailed explanation on the reasons for the plan and arrangement. When

considering specific cash dividend proposals at the general meeting, the opinions and demands of minority

shareholders shall be listened to thoroughly. In addition, the Board shall proactively make communication

and exchange with shareholders, especially minority shareholders through hotline telephones, IR interactive

platform and other means, and make prompt replies to questions concerned by minority shareholders.

VIII. Information disclosure of profit distribution of the Company

In the annual report, the Company shall make a detailed disclosure of the formulation and

implementation of cash dividend policies, specify whether the provisions of the Articles of Association or

the requirements of the resolutions of the general meeting are satisfied, whether the cash dividend standards

and proportions are clear, whether relevant decision-making procedures and mechanism are complete,

whether independent directors have fulfilled their duties and displayed the due role, whether minority

shareholders have opportunities to fully expressed their opinions and demands, and whether legitimate rights

and interests of minority shareholders have been fully protected. In case of adjustment or change of cash

dividend policies, it shall be explained in detail whether the conditions and procedures for adjustment or

alteration are legal and transparent.

IX. Soliciting opinions of shareholders on profit distribution

The Securities Department of the Company shall take charge of investor relations, answering daily

inquiries from investors, fully solicit opinions and appeals from shareholders, especially minority

shareholders, on the shareholder return plan and profit distribution, and make prompt replies to the

questions concerned by minority shareholders.

X. Miscellaneous matters

1. The Plan or its revision, if any, comes into effect from the day when it is considered and

approved at the general meeting.

2. Unstipulated matters in the Plan shall be implemented in accordance with relevant laws,

regulations, normative documents and the Articles of Association.

3. The Board is responsible for the interpretation of the Plan.

Board of Directors of Shanghai Fudan Microelectronics Group Company Limited

Date: February 2019
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PLAN ON SHARE PRICE STABILISATION WITHIN THREE YEARS AFTER INITIAL PUBLIC
OFFERING AND LISTING OF A SHARES

Shanghai Fudan Microelectronics Group Company Limited (hereinafter referred to as the

“Company”) has hereby formulated the following share stabilisation plan (hereinafter referred to as the

“Plan”), in order to stabilise the price of the Company’s shares and protect the interests of the small and

medium shareholders and investors. The Plan will come into effect from the date of the completion of the

issuing and listing, subject to deliberation and adoption at the shareholders’ general meeting of the

Company.

(I) Valid period of the Plan

The Plan is valid for three years after the initial public offering and listing of A Shares.

(II) Specific conditions and procedures for the initiation of share price stabilising measures

1. Launch conditions and program: If the closing prices of the A Shares of the Company for 20

consecutive trading days are lower than the audited net asset per share of the previous year of

the Company, a meeting of directors shall be convened within ten days and a general meeting

of the Company shall be convened within 45 days after the date of notice of the general
meeting, in order to consider the specific proposal of the share stabilisation, determine the

duration of the implementation of specific proposals, and initiate specific share price

stabilising proposals within 10 trading days upon deliberation and adoption of such proposals

at the general meeting of the Company.

2. Conditions for cease: If the closing prices of the Company’s A Shares for 20 consecutive

trading days are higher than the audited net asset per share of the Company at the end of the

previous year during the implementation of specific share price stabilising plans, the share

price stabilising measures will be ceased. Upon expiry of the implementation of specific share

price stabilising measures, the share price stabilising measures will be re-launched in case the

initiation conditions as stipulated in Paragraph 1 occur again.

(III) Specific measures and proposals

The Company, directors (excluding independent directors, the same below) and senior management

officers are obliged to stabilise shares of the Company. Specific measures and proposals as follows may be

adopted without the prejudice of the conditions for the listing of the Company:

1. Specific share price stabilising measures to be taken by the Company

(1) In case conditions for the initiation of aforesaid share price stabilising measures occur,

the Company shall formulate A Shares repurchase proposal in accordance with laws,

regulations, normative documents, the Articles of Association, and the Company’s

regulations on the internal governance system, repurchase part of the A Shares of the
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Company from the social public, and guarantee the shareholding structure of the

Company still complies with the listing conditions after implementation of the share
price stabilising measures.

(2) The Company shall repurchase A Shares of the Company at the market price from the

social public by means of centralized bidding transaction, offer or other modes

recognized by the securities regulatory department. The funds used for the share

repurchase shall be no higher than the 30% of the audited net profits attributable to

shareholders of the parent company in the previous accounting year when the share

repurchase occurs. If the Company’s shares don’t satisfy the conditions for the initiation

of share stabilisation measures, the Company may cease to repurchase A Shares from

the social public.

(3) The Company’s incumbent directors and senior management officers shall stabilise the

price of A Shares by increasing their shareholding, and determine the amount and

duration of the increase in shareholding.

(4) The Company’s shares shall be stabilised by means of profit distribution or conversion

of capital reserve into share capital upon consideration and approval of the Board and at

the general meeting, provided that the Company’s needs for operating funds can be met.

(5) Improve the Company’s performance and stabilise shares by reducing expenditures,

limiting the remuneration of senior management officers and suspending the stock

incentive plans.

(6) Other modes recognized by laws, administrative regulations, normative documents and

CSRC.

2. Specific share price stabilising measures to be taken by the directors and senior management of

the Company

The directors and senior management of the Company shall actively take the following

measures to stabilise the Company’s shares according to specific share price stabilising

proposals deliberated and adopted at the general meeting within 10 trading days upon the

deliberation and adoption of the aforesaid proposals, and guarantee the shareholding structure

of the Company still complies with the listing conditions after implementation of the share

price stabilising measures:

(1) Increase the shareholding of A Shares through centralized bidding on the stock

exchange as per the amount and duration of the increase in shareholding determined in

the specific share price stabilising proposals pursuant to relevant regulations on the

share trading; the total amount of the increase in the shareholding of A Shares through

purchase shall be no higher than 30% of the after-tax remuneration and after-tax cash

dividends obtained by them from the Company from the beginning of previous year to

the date when the specific share price stabilising proposals are considered and adopted
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by the Board of Directors. After the announcement of the shareholding increase

proposal of the Company’s directors and senior management officers, if the Company’
share price no longer satisfies with conditions for the initiation of share price stabilising

measures, the aforesaid personnel may terminate the increase in shareholding.

(2) Except for circumstances under which the share transfer is required or the aforesaid

share price stabilising measures shall be ceased such as inheritance, compulsory

enforcement or the reorganization of the listed company, the Company’ shares held

directly or indirectly shall not be transferred during the deliberation and implementation

of the share price stabilising proposals at the general meeting of the Company; the

shares held by them shall not be repurchased by the Company without the consent of

the non-connected shareholders at the general meeting of the Company.

(3) Other modes recognized by laws, administrative regulations, normative documents and

CSRC.

When the conditions for initiating the aforesaid share price stabilising measures are satisfied,

the directors and senior management officers of the Company shall not refuse to implement the

aforesaid share price stabilising measures due to the change of position or dismissal during the

deliberation of the share price stabilising proposals at the general meeting and the
implementation thereof.

(IV) Permission to revise the Plan

Any revisions of the Plan shall be considered and adopted at the shareholders’ general meeting.

(V) Implementation of the Plan

1. When performing the aforesaid obligations of repurchase and increase in shareholding, the

Company and its directors and senior management officers shall fulfill the corresponding

obligation of information disclosure in accordance with the Articles of Association, and the

relevant supervisory regulations on the share repurchase by the listed companies and the

increase in shareholding by directors and senior management officers of the listed companies.

2. This Plan is applicable to the director and senior management officers to be elected or

appointed in future. When electing or appointing directors and senior management officers, the

Company shall require such personnel to make a written commitment and raise restraint

measures for failure to perform the commitment according to the commitment made by
directors and senior management officers when the Company makes the initial public offering

of A Shares.
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(VI) Restraint measures for the Plan

The Company and its directors and senior management officers covenant that they will accept the

following restraint measures for the aforesaid share price stabilising measures:

1. Explain specific reasons for failure to implement the aforesaid share price stabilising measures

publicly at the general meeting of the Company or on the newspaper designated by CSRC, and

make an apology to the Company’s shareholders and the public investors.

2. Make a supplementary commitment or alternative commitment to investors to protect the rights

and interests of investors to the largest extent.

3. Failure to fulfill the above commitment, which causes losses to investors during the securities

trading, directors and senior management of the Company will compensate investors for losses

according to laws.

4. Should the Company’s directors or senior management officers fail to fulfill the obligation of

increase in shareholding, the Company has the right to detain the remuneration and cash bonus

of directors and senior management officers till they fulfill such obligation. The Company may

use the detained remuneration and cash dividends of directors and senior management officers
to repurchase the Company’s shares, and the directors and senior management officers will be

deprived of the right of recourse for such cash bonus.
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LETTER OF UNDERTAKING ON THE TRUTHFULNESS, ACCURACY AND COMPLETENESS
OF THE OFFERING MEMORANDUM FOR THE INITIAL PUBLIC OFFERING AND THE

LISTING OF A SHARES

Shanghai Fudan Microelectronics Group Company Limited* (上海復旦微電子集團股份有限公司)

(hereinafter referred to as the “Company”) hereby make the following undertakings on the truthfulness,

accuracy and completeness of the Offering Memorandum or similar documents (hereinafter referred to as the

“Offering Memorandum”) proposed to be submitted by the Company for the Listing to the China Securities

Regulatory Commission (hereinafter referred to as the “CSRC”) and the relevant binding measures:

The Company undertakes that there is no false record, misleading statement or material omission in

the Offering Memorandum in relation to the Listing and that the Company shall take several and joint legal

responsibilities for the truthfulness, accuracy and completeness of its contents.

(1) If there is a false record, misleading statement or material omission in the Offering

Memorandum which has caused losses to investors in dealing with our Shares in securities

transactions, the Company shall indemnify such investors for the losses suffered by them in

accordance with the law. The specific measures shall be: after such illegal facts are identified

by the CSRC, stock exchange or judicial authority, the Company shall, on the principles of

simplified procedure, active negotiation, compensation in advance and benefit security to
investors (especially small and medium investors), actively indemnify investors for their direct

economic losses, including, among others, losses on investments in shares, commissions and

stamp duties, by settling with investors, mediating with investors through a third party or

establishing a compensation funds for investors, etc. based on the direct measurable economic

losses directly suffered by the investors.

(2) If there is a false record, misleading statement or material omission in the Offering

Memorandum as identified by the CSRC or other competent authorities which has major

substantial impact on the judgment over the compliance of the offering terms of the Initial

Public Offering of Shares and the Listing with requirements under applicable laws, regulations

and regulatory documents, the Company undertakes to repurchase all new shares in the Initial

Public Offering in the following manners in accordance with the law. The specific measures

are:

1 As permitted by law, if any of the above circumstances occurs during the stage when

the offering of the new shares in the Initial Public Offering of the Company has been

completed but the shares are yet to be listed in the stock exchange, the Company shall,

within 30 working days from the date on which the CSRC or other competent
authorities determines that there exist such circumstances in respect of the Company,

repurchase all the new news in the Initial Public offering of the Company at the offering

price, plus interest calculated at bank deposit rate for the time being from online lot

wining investors and offline placement investors;

- XIII-1 -

APPENDIX 13 LETTER OF UNDERTAKING ON THE TRUTHFULNESS, ACCURACY
AND COMPLETENESS OF THE OFFERING MEMORANDUM FOR

THE INITIAL PUBLIC OFFERING AND THE LISTING OF A SHARES

* For identification purpose only



2 As permitted by law, if any of the above circumstances occurred after the listing of the

new shares issued in the Initial Public Offering of the Company, the Company shall,
with 5 working days from the date on which the CSRC or other competent authorities

determines that there exist such circumstances in respect of the Company, prepare and

submit a share repurchase proposal to a general meeting for consideration and approval,

in order to repurchase.

all the new shares in the Initial Public Offering of the Company on the trading system of the

Shanghai Stock Exchange at a repurchase price based on the offering price and with reference

to relevant market factors. The above offering price shall be subject to corresponding changes

if there are ex-entitlement and ex-dividend matters such as declaration of shares, bonus issue,

capitalization from capital reserve, etc.

If we breach this undertaking for not repurchasing shares or compensating losses of investors in a

timely manner, the Company shall make explanations on the specific reasons for the failure to fulfill

undertakings and offer apologies to Shareholders at general meeting or medium specified by the CSRC.

Shareholders and public investors are entitled to request the fulfillment of the undertakings by the Company

through legal channels. And if there are losses suffered by Shareholders and public investors arising from

the failure to fulfill undertakings by us, the Company shall make compensations in accordance with law.

We hereby make the above undertakings.

(The remainder of this page is left blank intentionally)
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(This page is left blank and is an execution page of the Letter of Undertaking on the Truthfulness,

Accuracy and Completeness of the Offering Memorandum for the Initial Public Offering of A Shares and
the Listing)

Undertaken by: Shanghai Fudan Microelectronics Group Company Limited (common seal)

Signature of legal representative/authorized representative:

Date: [•••]
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LETTER OF UNDERTAKING ON THE BINDING MEASURES IN CASE OF
THE FAILURE TO FULFILL THE PUBLIC UNDERTAKINGS IN RELATION

TO THE INITIAL PUBLIC OFFERING AND LISTING OF A SHARES

Whereas Shanghai Fudan Microelectronics Group Company Limited* (上海復旦微電子集團股份有
限公司) (hereinafter referred to as the “Company”) intends to apply for the initial public offering of A

Shares and the Listing in the PRC (hereinafter referred to as “this Offering and the Listing”). In order to

safeguard the interests of the public investors, the Company has made the following undertakings in relation

to the fulfillment of the various undertakings made by the Company during this Offering and the Listing:

1. The Company will strictly fulfill the obligations and responsibilities under all public

undertakings (the “Undertakings”) made by it during this Offering and the Listing.

2. In case of failure to fulfill obligations or responsibilities under the Undertakings, the Company

shall make public explanations and apologies to the Shareholders and public investors at

general meetings and on newspapers designated by the China Securities Regulatory

Commission(“CSRC”), to disclose the reasons for the failure to fulfill the undertakings,

offer resolutions such as supplementary undertakings or alternative undertakings, assume the

relevant legal obligations and cover the corresponding compensation amounts. Shareholders

and public investors are entitled to request the fulfillment of the undertakings by the Company

through legal channels.

3. The Company shall not increase the payroll or allowances in any form, nor distribute bonus

dividends or issue bonus shares (if any) to any directors, supervisors and senior management

personnel before it fully eliminates all adverse impacts caused by the failure to fulfill the

undertakings.

We hereby make the above undertakings.

(The remainder of this page is intentionally left blank)
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(This page is left blank and is an execution page of the Letter of Undertaking on the Binding

Measures in Case of the Failure to Fulfill the Public Undertakings in Relation to the Initial Public Offering
of A Shares and the Listing)

Undertaken by: Shanghai Fudan Microelectronics Group Company Limited (common seal)

Signature of legal representative/authorized representative:

Date: [•••]
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EXPLANATION ON DILUTION OF RETURNS FOR THE CURRENT
PERIOD RESULTING FROM THE INITIAL PUBLIC OFFERING AND
LISTING OF A SHARES AND RELEVANT REMEDIAL MEASURES OF

SHANGHAI FUDAN MICROELECTRONICS GROUP COMPANY LIMITED*

In order to reduce the impact of dilution of current return from A Shares offering of Shanghai Fudan

Microelectronics Group Company Limited*(上海復旦微電子集團股份有限公司) (hereinafter referred to as

the “Company”) and to protect the interests of investors, in accordance with the requirements of the
Guiding Notice on Matters Pertaining to Dilution of Return for the Current Period Resulting from Initial

Offering and Refinancing or Material Asset Restructuring, the Company has explained the impact of the

initial public offering of A Shares on the dilution of current return and formulated corresponding remedial

measures. The relevant subjects have made the commitment to the Company for implementing the return

remedial measures earnestly.

I. Risk Alert in Connection with Dilution of Current Return from the Offering

After the completion of the offering, the total share capital and net assets of the Company will be

greatly increased, but the proceeds raising investment shall go through a certain period of development and

trial operation, and at the same time, it takes a certain time and process to generate benefits from the

proceeds. During this period, shareholder returns remain largely realized through existing businesses.

Therefore, after the completion of this issuance, such current return indicators as earnings per share and

return on equity in the short term are subject to the risk of dilution. The Company draws the attention of

investors to the investment risks that may result therefrom.

II. Measures Taken by the Company for Dilution of Current Return from the Issuance and Listing

The listing scale of the Company is not more than 231,500,000 A shares. After the receipt of the

proceeds, the net assets of the Company will also increase substantially. Therefore, this issuance may cause

the decline in the Company’s earnings per share and return on equity in the short term, diluting the current

return. In order to mitigate the resulting impact, the Company undertakes to enhance the Company’s ability

to repay investors through the following specific measures after the proceeds are in place:

(I) Operation status and development trend of the existing business segments

The Company is a domestic professional company engaged in the design and development of

ultra-large-scale integrated circuits and provision of system solutions. The Company has now had a

series of products and technology developments such as security and identifying chips (mainly

including financial IC card chip, identity identification chip, etc.), non-volatile memory, smart meter

chip, special analog circuits, FPGA and Beidou navigation chip and provides system solutions.
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In the future, the Company will, through strengthening cooperation with professional

organizations of integrated circuits at home and abroad, strengthen the introduction and cultivation
of technical research and development personnel, so that the Company will continuously receive solid

technical support and sufficient talent reserve, and further consolidate the Company’s dominant

position in the field of integrated circuits.

(II) Main risk and improvement measures of the existing business section of the Company

The main risks faced by the Company at present include the risk of IC design industry

fluctuation caused by the market fluctuation of downstream terminal electronic products, the risk that

the downstream wafer suppliers are unable to meet the Company’s capacity demands, the risk of

intensified market competition in IC design industry, the risk of talents in core technologies and the

risk of failure in new product research and development.

In order to cope with the above risks, the Company will improve its technical level and

operating efficiency, reduce operating costs, and consolidate its dominant market position in the field

of integrated circuit design; continue to optimize the product structure, improve the Company’s

ability to resist risks against the changes in the downstream industries such as terminal electronics;

expand the application of the Company’s products into other fields, and broaden the sales fields of the

Company’s products.

(III) Steadily promoting the implementation of investment projects financed by the proceeds and
improving the use efficiency of the proceeds

The Company will steadily advance the preliminary preparation for the development of the

proceeds raising investment project, and at the same time, according to the progress of the proceeds

raising investment project, the Company will first apply the self-raised funds to the project before the

proceeds are available, so as to ensure the smooth progress of proceeds raising projects.

The Company will make effective use of the proceeds, improve the financing structure,

improve the profitability, which further speed up the release of the benefits of the proceeds raising

investment project, increase the future income, and enhance the sustainability, so as to offset the

impact of the drop in the current return of shareholders.

(IV) Strengthening product research and development and technological innovation and
enhancing sustainable profitability

The Company attaches great importance to product research and development and
technological innovation as the source of the Company’s business growth. In the future, the

Company will rely on its own scientific research and technology platform, and strengthen

technological innovation, through self-developed research and development, cooperative

development and other ways to enhance the technical level of the Company’s products, so as to

increase profit growth points and sustainable profitability of the Company.
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(V) Standardizing dividends and rewarding shareholders in a timely manner

The Company has already stipulated the dividend policy, the proportion of cash dividend and

the adjustment mechanism of the dividend policy after A Shares listing in the Articles of Association

(draft, applicable after the listing of the Company) and the Three-year Shareholders’ Dividend Return

Plan after A Shares Listing. After the listing, the Company shall standardize dividends, timely return

shareholders, and strengthen the protection of small and medium-sized investors in strict accordance

with the established dividend policy.

III. The Undertakings Made by the Relevant Subjects to the Company to Implement the Return
Remedial Measures Effectively

The directors and senior management personnel of the Company shall faithfully and diligently

perform their duties and safeguard the lawful rights and interests of the Company and all shareholders. The

directors and senior management personnel of the Company shall make the following undertakings to

effectively implement the measures to cover the diluted current return involved in the issuance and listing of

the Company:

1. We undertake not to transfer benefits to other entities or individuals at nil consideration or

under unfair terms, and not to damage the interest of the Company by other means.

2. We undertake to restrain our official consumption behavior.

3. We undertake not to utilize company assets in investing and consumption activities unrelated

to our performance of duties.

4. We undertake a linkage between the remuneration system established by the board of directors

or the remuneration and appraisal committee of the Company and the implementation of the

return remedial measure.

5. We undertake that, in the future, the released conditions for exercise of the issuer’s equity

incentive will be linked to the return remedial measure of the Company.

6. We undertake to actively take all necessary and reasonable measures in accordance with the

regulations issued by the China Securities Regulatory Commission(“CSRC”), the stock

exchange and other regulatory bodies in the future so as to enable the issuer to effectively

implement the return remedial measures.

We undertake to implement practicably the relevant return remedial measures formulated by the

Company and any of our undertakings made in respect of such relevant return remedial measures, if we

violate such undertakings or refuse to perform the above undertakings, we are willing to explain and

apologize publicly at the shareholders’ meeting and the newspapers and periodicals designated by the CSRC,
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and accept the relevant punishment by the CSRC and the stock exchange or take relevant management

measures; if we violate such undertakings and cause the issuer or shareholders to incur losses, we are willing
to be liable for making full and timely compensation.

The Company, its directors and senior management have made a written undertaking on the aforesaid

dilution of current return and return remedial measures.
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PROPOSAL ON CONFIRMATION OF
RELATED PARTY TRANSACTIONS FOR THE LAST THREE YEARS

According to requirements from China Securities Regulatory Commission and Shanghai Stock

Exchange and provisions of accounting standards for business enterprises, the amounts of related party

transactions of the Company for the last three years are as follows:

1. SALES OF GOODS AND PROVISION OF SERVICES

Unit: RMB

Related parties
Information about related
party transactions 2018 2017 2016

Shanghai Fudan Communication

Company Limited*
(上海復旦通訊股份有限公司)

Provision of technical

services to related parties

– 1,886,792.40 –

Fudan University Sales of goods – 51,282.05 –

2. PURCHASE OF GOODS AND SERVICES TENDERED

Unit: RMB

Related parties
Information about
related party transactions 2018 2017 2016

Fudan University Services tendered by related

parties

166,550.78 66,520.77 107,844.50

Shanghai Fudan Science Park

Company Limited*

(上海復旦科技園股份有限公司)

Property management

services tendered by

related parties

866,074.39 1,080,140.60 1,197,593.43

3. LEASE OF REAL ESTATE

Unit: RMB

Lessor
Information about related
party transactions 2018 2017 2016

Shanghai Fudan Science Park

Company Limited*

(上海復旦科技園股份有限公司)

Lease of offices premises

from related parties

714,925.89 2,518,797.28 2,061,509.06
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4. REMUNERATION TO DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Unit: RMB

2018 2017 2016

Remuneration of directors, supervisors and senior management 10,711,129.76 9,101,693.37 11,123,267.12

The above related party transactions meet the current needs for the Company’s operation

development, with fair prices and in compliance with the provisions of prevailing laws and regulations as

well as the Company’s relevant systems for the time being, all of which are helpful to the operation and

long-term development of the Company and in the interests of the Company and shareholders.

Some of directors are required to abstain from vote as for their interests in related party transactions

of “Remuneration to Directors, Supervisors and Senior Management”, resulting in lack of number of

directors for voting. As required by the Company Law of the People’ Republic of China and the Articles of

Association and taking consideration into recommendations from independent shareholders of the Company,

hereby submitted the proposal on “Remuneration to Directors, Supervisors and Senior Management” directly

to the extraordinary general meeting for approval.
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(a joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 1385)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that the extraordinary general meeting (the “EGM”) of Shanghai

Fudan Microelectronics Group Company Limited (the “Company”) will be held at Building 4, Lane 127,

Guotai Road, Shanghai, the People’s Republic of China (the “PRC”) on 3 June 2019 at 10:30 a.m. for the

purpose of considering, and if thought fit, passing, with or without modifications the following resolutions:

SPECIAL RESOULTIONS

To consider and approve:

1. the proposed A Share Offering;

(a) Type of securities to be issued;

(b) Nominal value per Share;

(c) Offering size;

(d) Mode of offering;

(e) Target subscribers;

(f) Pricing methodology;

(g) Use of proceeds;

(h) Method of underwriting;

(i) Place of listing; and

(j) Validity period of the resolution

2. the proposed amendments to the Articles of Association;

3. feasibility on investing in the Project with proceeds from Initial Public Offering of A Shares;

4. the plan for distribution of profits accumulated before the Initial Public Offering and listing of

A Shares;
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5. the future dividend plan for the three years after the Initial Public Offering and listing of A

Shares;

6. price stabilisation plan for the A Shares within three years after the Initial Public Offering and

listing of A Shares;

7. undertakings and related restrictive measures in connection with the Initial Public Offering and

listing of A Shares;

8. explanation on dilution of immediate returns and related remedial measures as a result of the

Initial Public Offering and listing of A Shares; and

9. the authorisation granted to the Board to handle all matters relating to the Initial Public

Offering and listing of A Shares.

ORDINARY RESOLUTIONS

10. the appointment of domestic auditor for the purpose of this share issue;

11. confirmation on related party transactions for the latest 3 years;

12. rules of procedures of the Shareholders’ General Meetings;

13. rules of procedures of the Board of Directors;

14. rules of procedures of the Supervisory Committee;

15. proceeds management system;

16. rules for management of related party transactions;

17. rules for external investment management;

18. rules for external guarantee management;

19. working rules of the independent directors;

20. the proposed election of Mr. Ren Junyan as the Supervisor;

21. the proposed election of Mr. Wei Ran as the Supervisor; and
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22. to authorise the Board to fix the remuneration of the Supervisors.

By order of the Board

Shanghai Fudan Microelectronics Group Company Limited*
Jiang Guoxing
Chairman

Shanghai, the PRC, 18 April 2019

Notes:

1. Persons who hold shares of the Company and whose names appear on the Register of Members of the Company as at 4

May 2019 shall be entitled to attend the EGM. Further details are set out in the reply slip and explanation thereto.

2. Any member entitled to attend and vote at the EGM is entitled to appoint one or more person(s) as his proxy to attend

and vote instead of him. A proxy need not be a member of the Company.

3. The instrument appointing a proxy must be in writing of a Shareholder or his attorney duly authorized in writing. If the

Shareholder is a legal person, that instrument must be executed either under its seal or in writing by its director or other

attorney duly authorized to sign the same. To be valid, a form of proxy, together with the power of attorney or other

authority, if any, under which it is signed, or a certified copy of that power of attorney, must be deposited not less than

24 hours before the time appointed for the holding of the EGM at the Company’s principal place of business in the PRC

at Building 4, Lane 127, Guotai Road, Shanghai, the PRC (for holders of Domestic Shares) or the Company’s Share

Registrar in Hong Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong

(for holders of H Shares) as stipulated in the proxy form.

4. The Register of Members of the Company will be closed from 4 May 2019 to 3 June 2019 (both dates inclusive) during

which period no transfer of shares will be registered. To be qualified to attend the EGM, all transfers accompanied by

the relevant share certificates must be lodged with the Company’s principal place of business in the PRC at Building 4,

Lane 127, Guotai Road, Shanghai, the PRC (for holders of Domestic Shares) or the Company’s Share Registrar in Hong

Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong (for holders of H

Shares) no later than 4:30 p.m. on 3 May 2019.

5. Shareholders or their proxies shall provide their identification documents when attending the EGM. If corporate

Shareholders appoint authorized representative to attend the EGM, the authorized representative shall produce his/her

identity documents and a notarially certified copy of the relevant authorization instrument signed by the board of

directors or other authorized parties of the corporate Shareholders or other notarially certified documents allowed by the

Company. Proxies shall produce their identity documents and the proxy form signed by the Shareholders or their

attorney when attending the EGM.

6. Completion and delivery of the form of proxy will not preclude a member from attending and voting in person at the

EGM if the member so desires, and in such event, the instrument appointing a proxy shall be deemed to be revoked.

7. Shareholders attending the EGM shall be responsible for their own travel and accommodation expenses.

8. Information containing further details regarding the proposed resolutions set out in the above notice as required by the

Listing Rules are set out in appendices of this circular.

* For identification purpose only
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(a joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 1385)

NOTICE OF DOMESTIC SHAREHOLDERS’ CLASS MEETING

NOTICE IS HEREBY GIVEN that the domestic shareholders’ class meeting of Shanghai Fudan

Microelectronics Group Company Limited (the “Company”) will be held at Building 4, Lane 127, Guotai

Road, Shanghai, the People’s Republic of China (the “PRC”) on 3 June 2019 at 11:30 a.m. (or immediately

after the conclusion of the extraordinary general meeting held on the same date and at the same place,

whichever is the later) for the purpose of considering, and if thought fit, passing, with or without

modifications the following resolutions:

SPECIAL RESOULTIONS

To consider and approve:

1. the proposed A Share Offering;

(a) Type of securities to be issued;

(b) Nominal value per Share;

(c) Offering size;

(d) Mode of offering;

(e) Target subscribers;

(f) Pricing methodology;

(g) Use of proceeds;

(h) Method of underwriting;

(i) Place of listing; and

(j) Validity period of the resolution

2. the proposed amendments to the Articles of Association;

3. feasibility on investing in the Project with proceeds from Initial Public Offering of A Shares;
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4. the plan for distribution of profits accumulated before the Initial Public Offering and listing of

A Shares;

5. the future dividend plan for the three years after the Initial Public Offering and listing of A

Shares;

6. price stabilisation plan for the A Shares within three years after the Initial Public Offering and

listing of A Shares;

7. undertakings and related restrictive measures in connection with the Initial Public Offering and

listing of A Shares;

8. explanation on dilution of immediate returns and related remedial measures as a result of the

Initial Public Offering and listing of A Shares; and

9. the authorisation granted to the Board to handle all matters relating to the Initial Public

Offering and listing of A Shares.

By order of the Board

Shanghai Fudan Microelectronics Group Company Limited*
Jiang Guoxing
Chairman

Shanghai, the PRC, 18 April 2019

Notes:

1. Persons who hold shares of the Company and whose names appear on the Register of Members of the Company as at 4

May 2019 shall be entitled to attend the domestic shareholders’ class meeting. Further details are set out in the reply

slip and explanation thereto.

2. Any member entitled to attend and vote at the domestic shareholders’ class meeting is entitled to appoint one or more

person(s) as his proxy to attend and vote instead of him. A proxy need not be a member of the Company.

3. The instrument appointing a proxy must be in writing of a Shareholder or his attorney duly authorized in writing. If the

Shareholder is a legal person, that instrument must be executed either under its seal or in writing by its director or other

attorney duly authorized to sign the same. To be valid, a form of proxy, together with the power of attorney or other

authority, if any, under which it is signed, or a certified copy of that power of attorney, must be deposited not less than

24 hours before the time appointed for the holding of the domestic shareholders’ class meeting at the Company’s

principal place of business in the PRC at Building 4, Lane 127, Guotai Road, Shanghai, the PRC as stipulated in the

proxy form.

4. The Register of Members of the Company will be closed from 4 May 2019 to 3 June 2019 (both dates inclusive) during

which period no transfer of shares will be registered. To be qualified to attend the domestic shareholders’ class meeting,

all transfers accompanied by the relevant share certificates must be lodged with the Company’s principal place of

business in the PRC at Building 4, Lane 127, Guotai Road, Shanghai, the PRC no later than 4:30 p.m. on 3 May 2019.

5. Shareholders or their proxies shall provide their identification documents when attending the domestic shareholders’

class meeting. If corporate Shareholders appoint authorized representative to attend the domestic shareholders’ class

meeting, the authorized representative shall produce his/her identity documents and a notarially certified copy of the
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relevant authorization instrument signed by the board of directors or other authorized parties of the corporate

Shareholders or other notarially certified documents allowed by the Company. Proxies shall produce their identity

documents and the proxy form signed by the Shareholders or their attorney when attending the domestic shareholders’

class meeting.

6. Completion and delivery of the form of proxy will not preclude a member from attending and voting in person at the

domestic shareholders’ class meeting if the member so desires, and in such event, the instrument appointing a proxy

shall be deemed to be revoked.

7. Shareholders attending the domestic shareholders’ class meeting shall be responsible for their own travel and

accommodation expenses.

8. Information containing further details regarding the proposed resolutions set out in the above notice as required by the

Listing Rules are set out in appendices of this circular.

* For identification purpose only

- EGM2-3 -

NOTICE OF DOMESTIC SHAREHOLDERS’ CLASS MEETING



(a joint stock limited company incorporated in the People’s Republic of China)
(Stock Code: 1385)

NOTICE OF H SHAREHOLDERS’ CLASS MEETING

NOTICE IS HEREBY GIVEN that the H shareholders’ class meeting of Shanghai Fudan

Microelectronics Group Company Limited (the “Company”) will be held at Building 4, Lane 127, Guotai

Road, Shanghai, the People’s Republic of China (the “PRC”) on 3 June 2019 at 12:00 noon (or immediately

after the conclusion of the domestic shareholders’ class meeting held on the same day and at the same place,

whichever is the later) for the purpose of considering, and if thought fit, passing, with or without

modifications, the following resolutions:

SPECIAL RESOULTIONS

To consider and approve:

1. the proposed A Share Offering;

(a) Type of securities to be issued;

(b) Nominal value per Share;

(c) Offering size;

(d) Mode of offering;

(e) Target subscribers;

(f) Pricing methodology;

(g) Use of proceeds;

(h) Method of underwriting;

(i) Place of listing; and

(j) Validity period of the resolution

2. the proposed amendments to the Articles of Association;

3. feasibility on investing in the Project with proceeds from Initial Public Offering of A Shares;
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4. the plan for distribution of profits accumulated before the Initial Public Offering and listing of

A Shares;

5. the future dividend plan for the three years after the Initial Public Offering and listing of A

Shares;

6. price stabilisation plan for the A Shares within three years after the Initial Public Offering and

listing of A Shares;

7. undertakings and related restrictive measures in connection with the Initial Public Offering and

listing of A Shares;

8. explanation on dilution of immediate returns and related remedial measures as a result of the

Initial Public Offering and listing of A Shares; and

9. the authorisation granted to the Board to handle all matters relating to the Initial Public

Offering and listing of A Shares.

By order of the Board

Shanghai Fudan Microelectronics Group Company Limited*
Jiang Guoxing
Chairman

Shanghai, the PRC, 18 April 2019

Notes:

1. Persons who hold shares of the Company and whose names appear on the Register of Members of the Company as at 4

May 2019 shall be entitled to attend the H shareholders’ class meeting. Further details are set out in the reply slip and

explanation thereto.

2. Any member entitled to attend and vote at the H shareholders’ class meeting is entitled to appoint one or more

person(s) as his proxy to attend and vote instead of him. A proxy need not be a member of the Company.

3. The instrument appointing a proxy must be in writing of a Shareholder or his attorney duly authorized in writing. If the

Shareholder is a legal person, that instrument must be executed either under its seal or in writing by its director or other

attorney duly authorized to sign the same. To be valid, a form of proxy, together with the power of attorney or other

authority, if any, under which it is signed, or a certified copy of that power of attorney, must be deposited not less than

24 hours before the time appointed for the holding of the H shareholders’ class meeting at the Company’s Share

Registrar in Hong Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong as

stipulated in the proxy form.

4. The Register of Members of the Company will be closed from 4 May 2019 to 3 June 2019 (both dates inclusive) during

which period no transfer of shares will be registered. To be qualified to attend the H shareholders’ class meeting, all

transfers accompanied by the relevant share certificates must be lodged with the Company’s Share Registrar in Hong

Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30

p.m. on 3 May 2019.
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5. Shareholders or their proxies shall provide their identification documents when attending the H shareholders’ class

meeting. If corporate Shareholders appoint authorized representative to attend the H shareholders’ class meeting, the

authorized representative shall produce his/her identity documents and a notarially certified copy of the relevant

authorization instrument signed by the board of directors or other authorized parties of the corporate Shareholders or

other notarially certified documents allowed by the Company. Proxies shall produce their identity documents and the

proxy form signed by the Shareholders or their attorney when attending the H shareholders’ class meeting.

6. Completion and delivery of the form of proxy will not preclude a member from attending and voting in person at the H

shareholders’ class meeting if the member so desires, and in such event, the instrument appointing a proxy shall be

deemed to be revoked.

7. Shareholders attending the H shareholders’ class meeting shall be responsible for their own travel and accommodation

expenses.

8. Information containing further details regarding the proposed resolutions set out in the above notice as required by the

Listing Rules are set out in appendices of this circular.

* For identification purpose only
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