	Chapter 4   Functions and Powers of the Board of Directors

	
	

	Article 39
	The board of directors exercises its functions and powers on the entrustment or authorization of the general meeting.  The board of directors is responsible for convening the general meeting and submitting its work report to the general meeting, and to carry out the resolutions of the general meeting.

	
	

	Article 40
	The board of directors is a standing organization of the Company, and shall exercise its functions and powers in accordance with the provisions of these Rules in respect of the development strategy, management framework, investment and financing, planning, financial monitoring and personnel administration of the Company.

	
	

	Article 40A
	The board of directors may call up voting rights from the shareholders of the Company.  The call-up of voting right shall be made without consideration and a full disclosure of the relevant information shall be made to the subject to be called up. 

	
	

	Article 41
	Functions and powers in respect of the development strategy and the planning management of the Company:
(I) Functions and powers approved by the general meeting:
1. to formulate the development objective and strategy over the median and long term;

2. to formulate plans for acquiring or selling assets or for assets to be acquired (including enterprise owner’s equity, assets in kind and other property rights), such as any transaction in which the amount of the assets being acquired or sold represent 50% or more of the value of the latest audited total assets of the Company, or any transaction in which the amount of the assets being acquired or sold (including the costs and liabilities borne) represent 50% or more of the value of the latest audited total assets of the Company, or any transaction in which the absolute value of the net profit or loss from the transaction represent 50% or more of the absolute value of the net profit or loss of the Company for the previous year and the absolute amount exceed RMB5 million, or any connected transaction for which the stock exchange has not yet granted a waiver for convening a general meeting;

3. to formulate plan for increasing or reducing the registered capital and repurchasing shares of the Company;

4. to formulate plan for expanding the capital and increasing the number of shares of the Company;

5. to formulate plan for the merger, division and dissolution of the Company;

6. to petition for the bankruptcy of the Company;

7. to formulate plans for amending the Articles;

8. to formulate concrete plan for changing the use of the proceeds from public offer made by the Company.

(II) Functions and powers which can be independently exercised by the board of directors without the examination and approval of the general meeting:

1 to determine plans for improving the operation and management of the Company or for increasing the operating results of the Company;

2 to determine the operating plans, audit work plans and investment plans of the Company;

3 to determine plans for adjusting the important internal organs of the Company, and establishment of the working organs of the board of directors;

4 to determine the establishment of professional committee, and on the appointment and removal of the chairman and members of various professional committees;

5 to determine various investment plans within the scope of functions and powers of the board of directors;

6 to decide on any operating and management matters of major importance other than those stipulated in the Articles or these Rules to be decided by the general meeting.

	
	

	Article 42
	Functions and powers in respect of the financial management of the Company:

(I) Functions and powers approved by the general meeting:

1. to examine the plans for the annual financial report and final budget of the Company;

2. to formulate the profit distribution policies and profit distribution or loss making-up plan of the Company;

3. to examine the financing plans of the Company, such as bonds issuance plan;

4. to examine the assets disposal plans of the Company, such as assets for mortgage, leasing, sub-contracting or transfer, which exceeds 50% of the latest audited total asset value of the Company; 

5. to formulate plans of the Company for engaging or dis-engaging external accounting firms;

(II) The board of directors may exercise the following functions and powers independently without the approval of the board of directors:

1. within the scope of the annual financial plan approved by the general meeting, to determine the annual borrowing plan, guarantee plan or project investment plan of the Company;

2. to determine the assets disposal plans of the Company, such as plans for mortgage, leasing, sub-contracting or transfer, which does not exceed 50% of the latest audited total asset value of the Company;

3. to determine the plans for implementing the leasing contracts or transaction contracts within the budgets or plans of the Company;

4. to determine the total amount of annual borrowings to be made by the Company, and the amount of guarantee to be given by the Company in the year for the borrowings of its subsidiaries;

5. to approve community charity donations for a total amount of no more than RMB1 million, and the sponsor and donation to be given to other public welfare activities or commercial activities;

6. to handle matters relating to the financial disclosures to be made by the Company

	
	

	Article 43
	Functions and powers in respect of the personnel management of the senior management staff of the Company:

(I) Functions and powers approved by the general meeting:

1. to formulate the criteria for directors’ remuneration;

2.to propose non-shareholder-nominated candidates for directorship, and to examine the shareholder-nominated candidates for directorship; 

3. to act in coordination with the board of supervisors to appraise the performance of directors, and to propose removals of directors.

(II) The board of directors shall exercise the following functions and powers without the approval of the general meeting:

1. to determine the strategy and plan for developing and using the human resources of the Company;

2. to determine the major functions and powers and limits of authority of the general managers, financial in-charges or financial officers and the secretary to the board of directors of the Company;

3. to appoint or dismiss the general managers, financial in-charges, or financial officers of the Company, and the secretary to the board of directors; to appoint or dismiss the deputy general managers and operating controllers of the Company in accordance with the nomination of the general manager; and other personnel confirmed by the board of directors;

4. to determine the remuneration and allowance of directors; to determine any share option incentive scheme (or similar types) of the Company;

5. to appraise the performance of the general manager; to determine plans for succeeding directors, general manager, financial  in-charges (or financial officers) of the Company and the secretary to the board of directors;

6. to approve the assignment of equity representatives to subsidiaries, and, pursuant to the provisions of the Articles of association and agreement of the subsidiaries, to determine the candidates to be recommended for the posts of director, supervisor, financial in-charge or financial officers of subsidiaries;

7. to approve various employee retirement benefits, pension scheme and other staff welfare plan.   

	
	

	Article 44
	Functions and powers for supervision and examination in respect of the development and operation of the Company:

(1) to supervise the implementation of the development strategy of the Company;

(2) to supervise, examine the implementation of the annual financial budget and final budget of the Company; to check the progress of various plans;

(3) to evaluate the operating results of the Company on an annual basis, so as to spot any operating problem promptly, to put forward suggestions for improvements and to supervise their implementation by the senior management members of the Company;

(4) to evaluate the operating improvement plans of the Company and the results of their implementation; to investigate any major problems in the operating results of the Company;

(5) to identify any stumbling blocks faced by the Company in its development; to detect the changing trend of the Company’s development and to put forward suggestion for rectifying the direction of the Company’s development;

(6) to discuss all opportunities available to and risks faced by the Company in its course of development, and any change in any objective factors which may have any extensive impact on the production of the Company;

(7) to ensure a smooth flow of information in the Company; to make assessments on information to ensure their accuracy and completeness, and make sure that the information can be available in due course.    

	
	


