APPENDIX 1
China’s Code of Good Corporate Governance

Securities Law of the People’s Republic of China

Decree No. 43 of the President of the People’s Republic of China

Passed by the 6th Session of the Standing Committee of the Ninth National People’s
Congress on 29 December 1998

Revised in accordance with the Decision on Revision of the “Securities Law of the
People’s Republic of China” passed by the 11th Session of the Standing Committee
of the Tenth National People’s Congress on 28 August 2004

Revised by the 18th Session of the Standing Committee of the Tenth National
People’s Congress on 27 October 2005

Chapter | — General Principles

Article 1

This Law is promulgated for the purposes of standardising issuance and trading of
securities, protecting the legal rights and interests of the investors, safeguarding social
and economic order and public interest and promoting the development of the
socialist market economy.

Article_2

The provisions of this Law shall apply to the issuance and trading of shares, corporate
bonds and other securities determined by the State Council within the People’s
Republic of China in accordance with the provisions of the law. Where there are no
relevant provisions in this Law, the provisions of the Company Law of the People’s
Republic of China and other laws and administrative regulations shall apply.

The provisions of this Law shall apply to the trading of listed treasury bonds and
securities investment fund units. Where there are special provisions in other laws and
administrative regulations, such provisions shall prevail.

The administrative measures on issuance and trading of securities derivatives shall be
formulated by the State Council in accordance with the principle of this Law.
Article_3

Issuance and trading of securities shall comply with the principles of transparency,
equity and fairness.
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Article 4

Parties engaging in issuance and trading of securities shall enjoy equal legal status
and shall comply with the principles of voluntary participation, compensation and
honesty and trustworthiness.

Article 5

Issuance and trading of securities shall comply with the provisions of laws and
administrative regulations; fraud, insider trading and manipulation of the securities
market shall be prohibited.

Article 6

The securities industry and banking industry, trust industry and insurance industry
shall implement industry operations and administration separately; securities
companies, banks, trust organisations and insurance organisations shall be established
separately, unless otherwise provided by the State.

Article 7

The securities regulatory authorities of the State Council shall implement unified
supervision and administration on the securities market nationwide in accordance
with the provisions of the law.

The securities regulatory authorities of the State Council may establish representative
offices based on the actual needs to perform supervision and administration duties as
authorised.

Article 8

Under the prerequisite of unified State supervision and administration on issuance
and trading of securities and the securities industry association shall be established in
accordance with the provisions of the law to implement self-governance.

Article 9

State audit authorities shall carry out audit and supervision over stock exchanges,
securities companies, securities registration and settlement organisations and
securities regulatory authorities in accordance with the provisions of the law.

Chapter Il — Issuance of Securities

Article 10

Public offering of securities shall satisfy the criteria provided in the laws and
administrative regulations and obtain the approval of the securities regulatory
authorities of the State Council or authorised department(s) of the State Council in
accordance with the provisions of the law. No organisation or individual shall issue
securities for public offering without obtaining prior approval in accordance with the
provisions of the law.
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The following situations shall be deemed as a public offering:

(1) offering of securities to non-specific targets;

(2) offering of securities to more than 200 specific targets; and

(3) other offerings provided by the laws and administrative regulations.

Private offering of securities shall not carry out advertising, open solicitation and
disguised publicity campaigns.

Article 11

Issuers applying to make a public share offering or to issue convertible corporate
bonds by way of underwriting in accordance with the provisions of the law or to
make a public offering of other securities which require a sponsor as provided by the
laws and administrative regulations shall appoint a qualified organisation to act as a
sponsor.

A sponsor shall comply with business rules and industry norms and the principles of
honesty and trustworthiness and due diligence to conduct due diligence review on the
application documents and information disclosure of the issuer and supervise the
conduct of the issuer.

The qualifications of sponsors and the relevant administrative measures on sponsors
shall be provided by the securities regulatory authorities of the State Council.

Article 12

Public offering of shares for the establishment of a company limited by shares shall
satisfy the criteria stipulated in the Company Law of the People’s Republic of China
and other requirements provided by the securities regulatory authorities of the State
Council; an application for share offering and the following documents shall be
submitted to the securities regulatory authorities of the State Council:

(1) articles of association of the company ;

(2) founders’ agreement;

(3) name of the founders, shares subscribed by the founders, type of capital
contribution and capital verification certificate;

(4) prospectus;

(5) name and address of the receiving bank; and

(6) name of the underwriter and the relevant agreement.

The sponsor’s letter for issuance issued by the sponsor shall be submitted if a sponsor
is appointed in accordance with the provisions of this Law.

Where the laws and administrative regulations provide that the establishment of a
company requires approval, the relevant approval documents shall be submitted.
Article 13
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A company proposing to making a public offering of new shares shall satisfy the
following requirements:

(1) it has a proper and well-functioning organisation structure;

(2) it has made profits in consecutive years and is in good financial standing;

(3) its financial accounting documents in the past three years do not contain any
fraudulent entries and it has not committed a major violation of law; and

(4) other requirements provided by the securities regulatory authorities of the State
Council.

Private offering of new shares by listed companies shall satisfy the criteria stipulated
by the securities regulatory authorities of the State Council and the approval of the
securities regulatory authorities of the State Council is required.

Article_14

A company proposing to make a public share offering shall submit an application for
share offering and the following documents to the securities regulatory authorities of
the State Council:

(1) business licence of the company;

(2) articles of association of the company;

(3) resolution of a shareholders’ general meeting;

(4) prospectus;

(5) financial accounting report;

(6) name and address of the receiving bank; and

(7) name of the underwriter and the relevant agreement.

The sponsor’s letter for issuance issued by the sponsor shall be submitted if a sponsor
is appointed in accordance with the provisions of this Law.

Article 15

Companies shall use the proceeds from their public share offering for the usage
purpose set out in the prospectus. Where the proceeds are proposed to be used for a
different usage purpose, a resolution of a shareholders’ general meeting is required.
Where a company uses the proceeds for a different usage purpose arbitrarily and fails
to make correction or such act is not ratified by a shareholders’ general meeting, it
shall be prohibited from making a public offering of new shares.

Article_16

A public offering of corporate bonds shall satisfy the following requirements:

(1) the net assets of a company limited by shares shall not be less than RMB30
million; the net assets of a limited liability company shall not be less than RMB60
million;
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(2) the cumulative balance of corporate bonds shall not exceed 40% of the company’s
net assets;

(3) the average distributable profits in the past three years are sufficient to pay out
interest for one year of the corporate bonds;

(4) the usage purpose of the proceeds shall comply with State industrial policies;

(5) the coupon rate of the corporate bonds shall not exceed the coupon rate stipulated
by the State Council; and

(6) other requirements stipulated by the State Council.

The proceeds from a public offering of corporate bonds shall be used for approved
purpose(s) only and shall not be used to make up for losses or to pay for non-
production expenses.

Listed companies issuing convertible corporate bonds shall, in addition to the
requirements stipulated in item (1), satisfy the requirements stipulated in this Law for
public offering of shares; and shall obtain the approval of the securities regulatory
authorities of the State Council.

Article 17

Companies proposing to make a public offering of corporate bonds shall submit the
following documents to the authorised department(s) of the State Council or the
securities regulatory authorities of the State Council:

(1) business licence of the company;

(2) articles of association of the company ;

(3) method of offering of corporate bonds;

(4) asset valuation report and capital verification report; and

(5) other documents required by the authorised department(s) of the State Council or
the securities regulatory authorities of the State Council.

The sponsor’s letter for issuance issued by the sponsor shall be submitted if a sponsor
is appointed in accordance with the provisions of this Law.

Article 18

Under any of the following circumstances, a company shall not make another public
offering of corporate bonds:

(1) its previous public offering of corporate bonds was not fully subscribed,;

(2) it has defaulted on corporate bonds issued by way of a public offering or other
debts or is late in repayment of principal and interest and such default has not been
resolved; or

(3) it has violated the provisions of this Law in changing the usage purpose of the
proceeds from a public offering of corporate bonds arbitrarily.

Article_19
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The format and method of submission of application documents for issuance of
securities to be submitted by issuers for approval to issue securities shall be stipulated
by the approval authorities or department(s) in accordance with the provisions of the
law.

Article 20

Application documents submitted by issuers to the securities regulatory authorities of
the State Council or the authorised department(s) of the State Council for issuance of
securities shall be true, accurate and complete.

Securities service organisations and their personnel issuing the relevant documents
for issuance of securities shall perform the statutory duties strictly and ensure that the
documents issued are true, accurate and complete.

Article 21

Issuers proposing to make an initial public offering of shares shall, upon submission
of the application documents, disclose the relevant application documents in
accordance with the provisions of the securities regulatory authorities of the State
Council.

Article 22

The securities regulatory authorities of the State Council shall establish an issuance
review committee in accordance with the provisions of the law to review applications
for issuance of shares.

The issuance review committee shall comprise professionals of the securities
regulatory authorities of the State Council and the relevant external experts; the
committee shall vote on applications for issuance of shares and give their review
opinion.

Measures on composition of the issuance review committee, tenure of the committee
members and work procedures of the committee shall be stipulated by the securities
regulatory authorities of the State Council.

Article 23

The securities regulatory authorities of the State Council shall approve applications
for issuance of shares based on the statutory requirements. The approval procedures
shall be transparent and be subject to supervision in accordance with the provisions of
the law.

A personnel who participates in the examination and approval of an application for
share issuance shall not be related to the applicant and shall not accept directly or
indirectly gift(s) from the applicant or hold shares of the subject application or
contact the applicant privately.
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The authorised department(s) of the State Council shall approve applications for
issuance of corporate bonds with reference to the provisions of the preceding
paragraphs.

Article 24

The securities regulatory authorities of the State Council or the authorised
department(s) of the State Council shall decide on approval or non-approval of an
application in accordance with the statutory requirements and procedures within three
months from acceptance of the application documents; the period of time taken by the
issuer to submit supplementary materials or make correction to its application
documents as instructed shall not be included in the three-month time limit;
unsuccessful applicants shall be informed of the reason for non-approval.

Article 25

Where an application for issuance of securities is approved, the issuer shall announce
the public offering documents in accordance with the provisions of the laws and
administrative regulations prior to the public offering of securities and place such
documents at a designated venue for inspection by the public.

Prior to disclosure of information pertaining to the issuance of securities in
accordance with the provisions of the law, insiders shall not disclose or divulge such
information.

Issuers shall not issue securities prior to announcement of the public offering
documents.

Article 26

Upon approval of an application for issuance of securities and before the securities
are issued, if the securities regulatory authorities of the State Council or the
authorised department(s) of the State Council discover that the application does not
satisfy the statutory requirements or procedures, the approval shall be revoked to halt
the issuance of securities. Where the securities have been issued but not listed, the
issuer shall, upon revocation of the approval, refund the issue price and interest
computed based on bank interest rate for the same period to the securities holders; the
sponsor shall bear joint liability with the issuer, unless it can prove that it is not at
fault; where the controlling shareholders and the actual controlling party are at fault,
they shall bear joint liability with the issuer.

Article 27

Where there is a change in the business and gains of the issuer after it has issued
shares in accordance with the provisions of the law, the issuer shall bear the
responsibility; the investment risks arising from such change shall be borne by the
investors.
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Article 28

Where the laws and administrative regulations provide that a public offering of
securities to non-specific targets by an issuer is to be underwritten by a securities
company, the issuer shall enter into an underwriting agreement with the securities
company. Underwriting of securities may take the form of best efforts and firm
commitment.

Best efforts shall refer to the underwriting method under which a securities company
sells the securities on behalf of the issuer and returns all unsold securities to the issuer
upon expiry of the underwriting period.

Firm commitment shall refer to the underwriting method under which a securities
company purchases all the securities from the issuer based on the agreement or
purchases the unsold securities upon the expiry of the underwriting period.

Article 29

Issuers proposing to make a public offering of securities shall have the right to
appoint a securities company of their choice to be the underwriter in accordance with
the provisions of the law. Securities companies shall not engage in improper
competition to solicit for securities underwriting business.

Article 30

Securities companies engaging in securities underwriting shall enter into a best efforts
agreement or firm commitment agreement with the issuer to set out the following
matters:

(1) name and address of the parties and their legal representative;

(2) type, quantity, amount and issue price of the securities underwritten on a best
efforts or first commitment basis;

(3) the best efforts underwriting period or firm commitment underwriting period and
the date of commencement and expiry;

(4) date and method of payment for best efforts underwriting or firm commitment
underwriting;

(5) expenses and method of settlement of best efforts underwriting or firm
commitment underwriting;

(6) default liability; and

(7) other matters stipulated by the securities regulatory authorities of the State
Council. Article_31

Securities companies engaging in securities underwriting shall verify the veracity,
accuracy and completeness of the public offering documents; where the documents
are found to contain fraudulent entries, misleading representation or major omission,
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selling activities shall not be conducted; where the selling activities have commenced,
they shall be suspended forthwith and correction measures shall be adopted.

Article 32

Public offering of securities to non-specific targets which exceed RMB50 million in
total par value shall be underwritten by a syndicate of underwriters; the syndicate of
underwriters shall comprise the lead underwriter and securities companies
participating in the underwriting.

Article 33

The maximum period for best efforts underwriting or firm commitment underwriting
shall not exceed 90 days.

Securities companies shall ensure that the securities underwritten on a best efforts
basis or firm commitment basis shall be sold to subscribers first during the best
efforts underwriting period or firm commitment underwriting period; securities
companies shall not reserve securities underwritten on a best efforts basis for
themselves or buy securities purchased and retained under the firm commitment
underwriting agreement.

Article_34

The issue price of shares issued at a premium shall be negotiated and determined by
the issuer and the underwriter(s).

Article 35

Upon expiry of the best efforts underwriting period or firm commitment underwriting
period, the issuance shall be deemed as unsuccessful if the shares sold to investors are
below 70% of the proposed size of public share offering. The issuer shall refund the
issue price and interest computed based on bank interest rate for the same period to
the subscribers.

Article 36

Upon expiry of the best efforts underwriting or firm commitment underwriting period
of a public share offering, the issuer shall file the outcome of share issuance with the
securities regulatory authorities of the State Council within the stipulated period for
records.

Chapter 111 — Trading of Securities
Section 1 — General Provisions
Article 37

The securities traded by the buyer and seller in a securities transaction shall be
securities which are issued and delivered in accordance with the provisions of the law.
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Securities which are not issued in accordance with the provisions of the law shall not
be traded.

Article 38

Shares, corporate bonds and other securities which are issued in accordance with the
provisions of the law shall not be traded within the moratorium on transfer stipulated
by the law.

Article 39

Shares, corporate bonds and other securities issued by way of a public offering in
accordance with the provisions of the law shall be listed and traded on stock
exchanges established in accordance with the provisions of the law or on other
securities trading venue approved by the State Council.

Article_40

Trading of securities listed on stock exchanges shall take the form of open centralised
trading method or other methods approved by the securities regulatory authorities of
the State Council.

Article 41

Securities traded by buyers and sellers may be in script form or other forms stipulated
by the securities regulatory authorities of the State Council.

Article 42

Securities trading shall be in the form of spot transaction or other forms stipulated by
the State Council.

Article 43

The personnel of stock exchanges, securities companies, securities registration and
settlement organisations and the securities regulatory authorities and other personnel
prohibited by the laws and administrative regulations from trading in shares shall not
buy and sell shares directly or using an alias or hold shares in the name of another
person or accept gifts of shares from others during their term of appointment or the
statutory period.

The aforesaid personnel shall transfer such shares held by him/her in accordance with
the provisions of the law prior to taking up an appointment of the aforesaid posts.
Article_44

Stock exchanges, securities companies and securities registration and settlement
organisations shall keep information of accounts opened and maintained by their
customers confidential in accordance with the provisions of the law.

Article 45

A securities service organisation and its personnel involved in the issuance of an
audit report, an asset valuation report or a legal opinion etc for a share issuance shall
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not buy or sell such shares within the underwriting period of the shares and within six
months from the expiry of the underwriting period.

With the exception of the provisions in the preceding paragraph, a securities service
organisation and its personnel involved in the issuance of an audit report, an asset
valuation report or a legal opinion for a listed company shall not buy or sell the shares
of the listed company during the period from its acceptance of the appointment by the
listed company to the 6th day after the announcement of the aforesaid document(s).
Article_46

Securities transaction fees shall be reasonable and the fee items, rates and payment
method shall be made public.

Fee items and rates of and administrative measures on securities transaction fees shall
be standardised and stipulated by the relevant department(s) of the State Council.
Article 47

The gains made by a director, supervisor or senior management personnel of a listed
company holding 5% of more of the shares of the listed company from selling shares
of the company within six months from the purchase of such shares or buying shares
of the company within six months from the sale of such shares shall belong to the
company; the board of directors of the company shall collect such gains. However, an
underwriter which holds 5% or more of the shares of a listed company from buying
the unsold shares in accordance with the underwriting agreement shall not be subject
to the six-month moratorium for selling of such shares.

Where the board of directors of the company fails to perform the duties stipulated in
the preceding paragraph, the shareholders shall have the right to demand that the
board of directors perform the duties within 30 days. Where the board of directors of
the company fails to perform the duties within the aforesaid period, the shareholders
shall have the right to file a lawsuit directly in their own name with a people’s court
to protect the interests of the company.

Where the board of directors of the company fails to perform the duties in accordance
with the provisions of the first paragraph, the directors who are accountable shall bear
joint liability in accordance with the provisions of the law.

Section 2 — Listing of Securities

Article_48

An applicant applying for listing of securities shall submit its application to the stock
exchange for examination and approval by the stock exchange in accordance with the
provisions of the law and enter into a listing agreement with the stock exchange.
Stock exchanges shall arrange for listing of treasury bonds in accordance with the
decision of the authorised department(s) of the State Council.
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Article_49

An organisation which is qualified to act as a sponsor shall be appointed as a sponsor
for listing applications for shares, convertible corporate bonds or other securities
which require a sponsor as stipulated by the laws and administrative regulations.

The provisions of Article 11(2) and 11(3) shall apply to sponsors for listing
applications.

Article 50

A company limited by shares applying for a listing of shares shall satisfy the
following requirements:

(1) the shares have been approved by the securities regulatory authorities of the State
Council and have been issued by way of a public offering;

(2) the total share capital of the company is not less than RMB30 million;

(3) shares issued by way of a public offering amount to 25% or more of the total
number of shares of the company; or amount to 10% or more of the total number of
shares of the company where the total share capital of the company exceeds RMB400
million; and

(4) its financial accounting documents in the past three years do not contain any
fraudulent entries and it has not committed a major violation of law.

The stock exchanges may stipulate listing requirements which are stricter than the
aforesaid provisions and submit such listing requirements to the securities regulatory
authorities of the State Council for approval.

Article 51

The State encourages the listing of shares of companies which comply with the State
industrial policies and satisfy listing requirements.

Article 52

Companies applying for share listing shall submit the following documents to the
stock exchange:

(1) listing report;

(2) resolution of a shareholders’ general meeting on application for share listing;

(3) articles of association of the company ;

(4) business licence of the company;

(5) financial accounting reports of the company for the past three years audited by an
accounting firm in accordance with the provisions of the law;

(6) legal opinion and sponsor’s letter for listing;

(7) the latest prospectus; and

(8) other documents as stipulated in the listing rules of the stock exchange.

Article 53
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Upon examination and approval by the stock exchange of an application for share
listing, the company which has entered into a listing agreement shall announce the
relevant documents within the stipulated period and place such documents at a
designated venue for inspection by the public.

Article 54

The company which has entered into a listing agreement shall, in addition to
announcement of the documents stipulated in the preceding article, make
announcement of the following matters:

(1) the date on which the shares are approved for trading on the stock exchange;

(2) the top ten shareholders of the company and their respective shareholding;

(3) the actual controlling party of the company; and

(4) name of the directors, supervisors and senior management personnel and their
respective holding of the company’s shares and corporate bonds.

Article 55

Under any of the following circumstances, the stock exchange shall order the listed
company to suspend the listing and trading of its shares:

(1) there are changes in the total share capital and shareholding distribution etc of the
company which renders the company to be disqualified from listing;

(2) the company fails to announce its financial conditions in accordance with the
provisions or has made fraudulent entries in its financial accounting reports which
may mislead investors;

(3) the company has committed a major violation of law;

(4) the company has been making losses for the past three consecutive years; and

(5) other circumstances as stipulated in the listing rules of the stock exchange.

Article 56

Under any of the following circumstances, the stock exchange shall delist the listed
company:

(1) there are changes in the total share capital and shareholding distribution etc of the
company which renders the company to be disqualified from listing and the company
is unable to reinstate its position to satisfy listing requirements within the stipulated
period of time;

(2) the company fails to announce its financial conditions in accordance with the
provisions or has made fraudulent entries in its financial accounting reports and
refuses to make correction;

(3) the company has been making losses in the past three consecutive years and fail to
turn profitable in the subsequent year thereafter;

(4) the company is dissolved or declared bankrupt; and
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(5) other circumstances as stipulated in the listing rules of the stock exchange.

Article 57

A company applying for listing of its corporate bonds shall satisfy the following
requirements:

(1) the term of corporate bonds shall be more than one year; (2) the actual issue size
of the corporate bonds shall not be less than RMB50 million; and

(3) the company continues to satisfy the statutory requirements for issuance of
corporate bonds at the time of application for listing of corporate bonds.

Article 58

Companies applying for listing of corporate bonds shall submit the following
documents to the stock exchange:

(1) listing report;

(2) resolution of the board of directors on application for listing of corporate bonds;
(3) articles of association of the company ;

(4) business licence of the company;

(5) method of offering of corporate bonds;

(6) actual issue size of corporate bonds; and

(7) other documents as stipulated in the listing rules of the stock exchange.

The sponsor’s letter for listing shall be submitted for an application for listing of
convertible corporate bonds.

Article 59

Upon examination and approval by the stock exchange of an application for listing of
corporate bonds, the company which has entered into a listing agreement shall
announce the listing documents and relevant documents within the stipulated period
and place the application documents at a designated venue for inspection by the
public.

Article 60

Under any of the following circumstances, the stock exchange shall suspend the
trading of the listed corporate bonds:

(1) the company has committed a major violation of law;

(2) the company has experienced a major change which renders it to be unable to
satisfy the listing requirements for corporate bonds;

(3) the proceeds from the offering of the corporate bonds were not used for the
approved usage purpose(s);

(4) the obligations from the offering of the corporate bonds have not been performed
accordingly; and

(5) the company has been making losses in the past two consecutive years.
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Article 61

In the event of serious consequences resulting from an event set out in item (1) or
item (4) of the preceding article or where the company fails to eliminate the
circumstances set out in item (2), item (3) or item (5) within the stipulated period, the
stock exchange shall delist the corporate bonds.

In the event that the company is dissolved or declared bankrupt, the stock exchange
shall delist the corporate bonds.

Article 62

Companies which object to the decision of a stock exchange on non-approval of
listing, suspension of trading or delisting may apply to the review organisation
established by the stock exchange for a review.

Section 3 — Continuing Information Disclosure

Article 63

Information disclosure by issuers and listed companies made in accordance with the
provisions of the law shall be true, accurate and complete and shall not contain false
information, misleading representation or major omission.

Article_64

Upon approval of public offering of shares by the securities regulatory authorities of
the State Council in accordance with the provisions of the law or upon approval of
public offering of corporate bonds by the authorised department(s) of the State
Council in accordance with the provisions of the law, the prospectus for share listing
or the method of offering of corporate bonds shall be announced. The financial
accounting report shall also be announced for a public offering of new shares or
corporate bonds made in accordance with the provisions of the law.

Article 65

Listed companies shall submit interim reports which contain the following
information to the securities regulatory authorities of the State Council and the stock
exchange within two months from the end of the first half-year of each accounting
year and announce such reports:

(1) the financial accounting report and business report of the company;

(2) major lawsuit(s) involving the company;

(3) changes in existing shares and corporate bonds;

(4) important matters submitted to a shareholders’ general meeting for consideration;
and

(5) other matters stipulated by the securities regulatory authorities of the State
Council.

Article_66
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Listed companies shall submit annual reports which contain the following
information to the securities regulatory authorities of the State Council and the stock
exchange within four months from the end of each accounting year and announce
such reports:

(1) company profile;

(2) financial accounting report and business report of the company;

(3) profile of the directors, supervisors and senior management personnel and their
shareholdings;

(4) information on existing shares and corporate bonds, including the top ten
shareholders of the company and their respective shareholding;

(5) the actual controlling party of the company; and

(6) other matters stipulated by the securities regulatory authorities of the State
Council.

Article 67

Upon the occurrence of a significant event which may have a relatively large impact
on the share trading prices of a listed company and which the investors are not aware
of, the listed company shall submit an ad hoc report to the securities regulatory
authorities of the State Council and the stock exchange on the relevant information of
such significant event and make an announcement to explain the cause, current
situation and possible legal consequences.

The following circumstances shall be deemed as a significant event described in the
preceding paragraph:

(1) a significant change in the business direction and scope of operations of the
company;

(2) decision on major investment and major asset acquisition of the company;

(3) conclusion of an important contract by the company which may have significant
influence on the assets, liabilities, rights and interests and business outcome of the
company;

(4) the company runs into major debts or defaults on major debts;

(5) the company incurs serious losses or damages;

(6) there is a significant change in the external conditions for production and business
operations of the company;

(7) there is a change of director or manager or one-third and above of the number of
SUpervisors;

(8) relatively significant changes to the shareholding of shareholders who hold 5% or
more of the shares of the company or to the controlling stake of the actual controlling

party;
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(9) decision on reduction in capital, merger, division, dissolution and application for
bankruptcy;

(10) the company is involved in a major lawsuit or a resolution of a shareholders’
general meeting or the board of directors is rescinded or declared null and void in
accordance with the provisions of the law;

(11) the company is alleged to have committed a criminal offence and is under
investigation by the judicial authorities or a director, supervisor or senior
management personnel of the company is alleged to have committed a criminal
offence and is subject to mandatory measures; and

(12) other matters stipulated by the securities regulatory authorities of the State
Council.

Article 68

The directors and senior management personnel of a listed company shall make
written endorsement on the regular reports of the company.

The board of supervisors of a listed company shall review the company’s regular
reports prepared by the board of directors and issue review opinion in writing. The
directors, supervisors and senior management personnel of a listed company shall
ensure the veracity, accuracy and completeness of information disclosure by the listed
company.

Article 69

Where the prospectus for share listing, method of offering of corporate bonds,
financial accounting report, listing report, annual report, interim report, ad hoc report
and other information disclosure made by an issuer or a listed company contains
fraudulent information, misleading representation or major omission which causes the
investors to suffer losses in securities transactions, the issuer or listed company shall
bear compensation liability; the directors, supervisors, senior management personnel
of the issuer or the listed company, other personnel who are directly accountable and
the sponsor and underwriter(s) shall bear joint liability for compensation with the
issuer or the listed company, unless they can prove that they are not at fault; where
the controlling shareholder(s) or actual controlling party of the issuer or the listed
company is/are at fault, they shall bear joint liability with the issuer or the listed
company.

Article 70

Information disclosure required by the provisions of the law shall be published on the
media designated by the securities regulatory authorities of the State Council and
placed at the address of the company and the stock exchange for inspection by the
public.
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Article 71

The securities regulatory authorities of the State Council shall monitor the annual
reports, half-year reports, ad hoc reports and announcements of listed companies,
issue or placement of new shares by listed companies, and the conduct of the
controlling shareholders and persons responsible for information disclosure of listed
companies.

The securities regulatory authorities, stock exchanges, sponsors, underwriters and
their personnel shall not divulge the contents of the announcements which are
required to be made by them in accordance with the provisions of the laws and
administrative regulations.

Article 72

Decisions by a stock exchange to suspend or delist securities shall be announced
promptly and filed with the securities regulatory authorities of the State Council for
records.

Section 4 — Prohibited Trading Behaviour

Article 73

Insider trading and securities trading by persons who obtain insider information
illegally shall be prohibited.

Article_74

Insiders shall include:

(1) the directors, supervisors and senior management personnel of an issuer;

(2) shareholders who hold 5% or more of the shares of the company, the directors,
supervisors, senior management personnel of the company, the actual controlling
party of the company and its directors, supervisors and, senior management personnel;
(3) companies controlled by the issuer and the directors, supervisors and senior
management personnel of such companies;

(4) persons who have access to the relevant insider information in the course of their
work;

(5) personnel of the securities regulatory authorities and other personnel who have
statutory duties to carry out administration of issuance and trading of securities;

(6) personnel of the sponsors, underwriter(s), stock exchanges, securities registration
and settlement organisations and securities services organisations; and

(7) other persons stipulated by the securities regulatory authorities of the State
Council.

Article 75

Insider information shall refer to information relating to the business operations and
financial status or price-sensitive information which is yet to be announced.
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The following information shall be classified as insider information:

(1) information relating to significant matters set out in Article 67(2);

(2) information on dividend distribution plan or plan for capital increase of the
company;

(3) information on significant changes in equity structure of the company;

(4) information on significant changes in debt guarantee of the company;

(5) information on the pledging, disposal or scrapping of more than 30% of the main
business assets of the company;

(6) information on the compensation liability for serious damages caused by a
director, supervisor or senior management personnel;

(7) information on the relevant scheme for acquisition of the listed company; and

(8) other important information deemed by the securities regulatory authorities of the
State Council to have significant impact on securities trading prices.

Article 76

Insiders and persons who obtain insider information illegally shall not buy or sell
securities of the company before the insider information is made public or divulge
such information or procure others to buy or sell such securities.

Where the acquisition of shares of a listed company by natural persons, legal persons
or other organisations holding 5% or more of the shares of the company solely or
jointly with others through an agreement or other arrangements is provided otherwise
in this Law, such provisions shall prevail.

Where an act of insider trading causes the investors to suffer losses, the doer shall
bear compensation liability in accordance with the provisions of the law.

Article 77

Manipulation of the securities market in the following manners shall be prohibited:
(1) Optimise advantages of funding, shareholding or access to information to make
joint or successive transactions independently or through conspiracy so as to
manipulate securities trading prices or securities trading volume;

(2) Conspire with others to carry out mutual trading of securities at an agreed time,
price and method to influence securities trading prices or securities trading volume;
(3) carrying out securities trading between accounts controlled by the same person to
influence securities trading prices or securities trading volume; and

(4) manipulation of the securities market through other means.

Where the manipulation of the securities market causes the investors to suffer losses,
the doer shall bear compensation liability in accordance with the provisions of the law.
Article 78
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State officials, media personnel and the relevant personnel shall be prohibited from
fabricating or distributing fraudulent information to disrupt the order of the securities
market.

Stock exchanges, securities companies, securities registration and settlement
organisations, securities services organisations and their personnel as well as the
securities industry association, securities regulatory authorities and their personnel
shall be prohibited from making fraudulent representation or misleading information
in securities trading.

All media shall distribute information relating to the securities market in a truthful
and objective manner and shall be prohibited from distributing misleading
information.

Article 79

Securities companies and their personnel shall not engage in the following activities
which are harmful to the interests of their clients:

(1) carry out securities trading against the orders of clients;

(2) failure to provide written confirmation of transaction within the stipulated period;

(3) misappropriate securities bought or sold on behalf of a client or funds in a client’s
account;

(4) buy or sell securities arbitrarily without a client’s authorisation or buy or sell
securities under the pretext of a client’s name;

(5) induce a client to carry out unnecessary securities transactions so as to earn
commission;

(6) use the media or other means to provide or distribute information which misleads
the investors; and

(7) acting against the true intention of the clients and commit other acts which are
harmful to the interests of the clients.

Where a client suffers damages as a result of such fraud, the doer shall bear
compensation liability in accordance with the provisions of the law.

Article 80

Legal persons shall be prohibited from illegal use of others’ accounts to carry out
securities trading; legal persons shall be prohibited from lending their own account or
others’ accounts.

Article 81

Widening of financing channels for listing shall be conducted in accordance with the
provisions of the law and illegal capital inflow into the stock market shall be
prohibited.

Article 82
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Misappropriation of public funds for buying and selling of securities shall be
prohibited.

Article 83

State-owned enterprises and State-controlled enterprises shall comply with the
relevant State provisions on buying and selling of listed shares.

Article 84

Stock exchanges, securities companies, securities registration and settlement
organisations, securities service organisations and their personnel shall report
prohibited trading behaviour to the securities regulatory authorities promptly.

Chapter 1V — Acquisition of Listed Companies

Article 85

Investors may acquire listed companies through acquisition offers or by way of
negotiated acquisition or via other legitimate means.

Article 86

Where an investor has attained a 5% shareholding in a listed company through
securities trading on a stock exchange or holds 5% of the shares of a listed company
as a joint shareholder through an agreement or other arrangements, the investor shall
submit a written report to the securities regulatory authorities of the State Council and
stock exchange within three days, notify the listed company and make an
announcement; the investor shall not buy or sell the shares of the listed company
within the aforesaid period.

Where an investor has attained a 5% shareholding in a listed company through
securities trading on a stock exchange or holds 5% of the issued share capital of a
listed company as a joint shareholder through an agreement or other arrangements,
the investor shall make a report and announcement in accordance with the aforesaid
provisions each time for a change of 5% in shareholding. The investor shall not buy
shares of the listed company during the reporting period and within two days after
making the report and announcement.

Article 87

The written report and announcement made in accordance with the provisions of the
preceding article shall include the following contents:

(1) name and address of the shareholder;

(2) description and quantity of the shares held; and

(3) the date on which the shareholding or change in shareholding reaches the statutory
ratio.

Article 88
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Where an investor which has attained a 30% shareholding in a listed company
through securities trading on a stock exchange or holds 30% of the issued share
capital of a listed company as a joint shareholder through an agreement or other
arrangements continues to acquire shares in the listed company, the investor shall
make an offer to all shareholders of the listed company in accordance with the
provisions of the law for a complete or partial acquisition of shares of the listed
company.

An offer for partial acquisition of a listed company shall state that in the event that
the number of shares undertaken to be sold by the shareholders of the company
exceeds the proposed number of shares to be acquired, the offeror shall make an
acquisition based on the ratio.
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Article 89

An offeror who makes an acquisition offer in accordance with the provisions of the
preceding article shall submit an acquisition report which states the following
information to the securities regulatory authorities of the State Council in advance:

(1) name and address of the offeror;

(2) decision of the offeror on the acquisition;

(3) name of the target listed company;

(4) purpose of acquisition;

(5) description of the shares to be acquired and the proposed number of shares to be
acquired;

(6) offer period and offer price;

(7) the amount of funds required for the acquisition and funding assurance; and

(8) the percentage of shareholding in the issued share capital of the target company at
the time of submission of the acquisition report.

The offeror shall submit the acquisition report to the stock exchange simultaneously.
Article 90

The offeror shall announce the acquisition offer within 15 days from submission of
the acquisition report in accordance with the provisions of the preceding article. If the
securities regulatory authorities of the State Council discover during the aforesaid
period that the acquisition report does not comply with the provisions of the laws and
administrative regulations, it shall inform the offeror promptly and the offeror shall
not announce the acquisition offer.

The offer period for an acquisition offer shall not be less than 30 days and shall not
exceed 60 days.

Article 91

The offeror shall not retract the acquisition offer during the period of undertaking
specified in the acquisition offer. Where a change to the acquisition offer is necessary,
the offeror shall submit a report to the securities regulatory authorities of the State
Council and the stock exchange to obtain prior approval and make an announcement
upon obtaining the approval.

Article 92

The terms of an acquisition offer shall apply to all shareholders of the target company.
Article 93

In the event of an acquisition offer, the offeror shall not sell the shares of the target
company or purchase the shares of the target company during the period of
acquisition in forms other than those stipulated in the offer or under terms better than
the offer terms.
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Article_94

In the event of a negotiated acquisition, the offeror may carry out share transfers with
shareholders of the target company by way of agreements in accordance with the
provisions of laws and administrative regulations.

In the event of a negotiated acquisition of a listed company, the offeror shall submit a
written report on the acquisition agreement within three days from conclusion of the
agreement to the securities regulatory authorities of the State Council and the stock
exchange and make an announcement.

The acquisition agreement shall not be performed prior to the announcement being
made.

Article 95

The parties to an acquisition agreement may appoint a securities registration and
settlement organisation to take custody of the shares under the agreement and deposit
the funds with a designated bank.

Article 96

In the event of a negotiated acquisition where the offeror who has acquired a 30%
shareholding in a listed company or holds 30% of the issued share capital of a listed
company as a joint shareholder through an agreement or other arrangements
continues to acquire the shares, the offeror shall make an offer to all the shareholders
of the listed company for a complete or partial acquisition of the shares of the listed
company; unless the securities regulatory authorities of the State Council has waived
the requirement for making such an offer.

The offeror shall comply with the provisions of Articles 89 to 93 in making an
acquisition offer in accordance with the provisions of the preceding article.

Article 97

If the shareholding structure of the acquired company no longer satisfies listing
requirements following the expiry of the acquisition period, the shares shall be
delisted by the stock exchange in accordance with the provisions of the law; the other
shareholders who hold shares of the acquired company shall have the right to sell
their shares to the offeror under the terms of the acquisition offer and the offeror shall
acquire such shares.

An acquired company which does not satisfy the requirements for a company limited
by shares following the completion of an acquisition shall complete change of
enterprise form formalities in accordance with the provisions of the law.

Article 98

The shares of a listed company acquired by an offeror shall be subject to a 12-month
moratorium on transfer upon completion of the acquisition.
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Article 99

In the event that the offeror is merged with the acquired company following the
completion of the acquisition, the original shares of the dissolved company shall be
changed by the offeror in accordance with the provisions of the law.

Article 100

An offeror shall submit an acquisition report to the securities regulatory authorities of
the State Council and the stock exchange within 15 days from completion of the
acquisition and make an announcement.

Article_101

Acquisition of shares of a listed company held by State-authorised investment
organisations shall be approved by the relevant authorities in accordance with the
provisions of the State Council.

The securities regulatory authorities of the State Council shall formulate the specific
measures on acquisition of listed companies in accordance with the principle of this
Law.

Chapter V — Stock Exchanges

Article_102

Stock exchanges are self-governing legal persons which provide the venue and
facilities for centralised trading of securities and responsible for organising and
supervising securities trading.

Establishment and dissolution of a stock exchange shall be determined by the State
Council.

Article 103

A set of articles of association shall be formulated for the establishment of a stock
exchange.

Formulation and revision of the articles of association of a stock exchange shall
require the approval of the securities regulatory authorities of the State Council.
Article_104

The wordings “stock exchange” shall be included in the name of a stock exchange.
No other organisation or individual may use the name of a stock exchange or a name
which is similar to the name of a stock exchange.

Article_105

Stock exchanges may allocate their income and expenses and the funds shall be used
to ensure normal operations of the venue and facilities for securities trading and
improvement to the venue and facilities.
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The assets of a stock exchange which implements a membership system shall belong
to the members and the members shall enjoy the rights and interests thereto; the
assets shall not be distributed to the members while the stock exchange is in operation.
Article 106

A stock exchange shall establish a council.

Article 107

A stock exchange shall appoint a general manager; the securities regulatory
authorities of the State Council shall be responsible for the appointment or dismissal
of the general manager of a stock exchange.

Article_108

The following persons or the persons stated in Article 147 of theCompany Law of the
People’s Republic of China shall not be appointed as the person-in-charge of a stock
exchange:

(1) the person-in-charge of a stock exchange or securities registration and settlement
organisation or a director, supervisor or senior management personnel of a securities
company who was dismissed for having committed an illegal conduct or disciplinary
violation and a period of five years has not lapsed since the date of dismissal; and

(2) a lawyer, certified public accountant or professional personnel of an investment
consultancy organisation, financial consultancy organisation, credit rating
organisation or capital verification organisation who has his/her professional
qualifications revoked for having committed an illegal act or disciplinary violation
and a period of five years has not lapsed since the date of revocation of qualifications.
Article 109

Personnel of a stock exchange, securities registration and settlement organisation,
securities service organisation or securities company who were dismissed for having
committed an illegal act or disciplinary violation and personnel and personnel of
State departments who were dismissed shall not be employed by stock exchanges.
Article_110

Only the members of a stock exchange can participate in centralised trading on the
stock exchange.

Article_111

A securities trading entrustment agreement shall be concluded between an investor
and a securities company; the investor shall open a securities trading account with the
securities company and instruct the securities company to buy and sell securities on
its behalf through telephone instructions or other means.

Article_112
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Securities companies shall submit a declaration of securities transaction based on the
order of an investor and in accordance with the securities trading rules, participate in
centralised trading on the stock exchange and assume the corresponding liability for
settlement and delivery based on the trading outcome. The securities registration and
settlement organisations shall carry out settlement and delivery of securities and
funds with the securities companies based on the trading outcome and in accordance
with the settlement and delivery rules, and handle registration and transfer formalities
for the clients of the securities companies.

Article_113

Stock exchanges shall ensure secured and equitable centralised trading, announce real
time market information for securities trading, and formulate and publish a market
chart for each market day.

No organisation or individual shall publish real time securities trading information
without the consent of the stock exchange.

Article 114

Where the occurrence of a sudden event affects the normal conduct of securities
trading, the stock exchange may take measures to suspend trading for technical
failure; in the event of a force majeure event or as a bid to safeguard the normal order
of securities trading, the stock exchange may decide to suspend the market
temporarily.

A stock exchange which decides on a suspension of trading for technical failure or a
temporary suspension of the market shall report to the securities regulatory authorities
of the State Council promptly.

Article 115

Stock exchanges shall monitor securities trading at all times and submit reports on
irregular trading behaviour in accordance with the requirements of the securities
regulatory authorities of the State Council.

Stock exchanges shall supervise prompt and accurate information disclosure by listed
companies and the relevant persons liable for making information disclosure in
accordance with the provisions of the law.

Stock exchanges may, based on the actual need, impose restrictions on trading by
securities accounts which display significant irregularity in trading and file records
with the securities regulatory authorities of the State Council accordingly.
Article_116

Stock exchanges shall contribute a certain percentage of the trading fees and
membership dues collected to establish a risk fund. The risk fund shall be managed
by the council of the stock exchange.
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The specific ratio for contribution to the risk fund and its usage shall be formulated
jointly by the securities regulatory authorities of the State Council and the finance
administration authorities of the State Council.

Article 117

Stock exchanges shall deposit the risk fund into a designated bank account and shall
not use the risk fund arbitrarily.

Article 118

Stock exchanges shall formulate listing rules, trading rules, membership rules and
other relevant rules in accordance with the provisions of securities laws and
administrative regulations and submit the rules to the securities regulatory authorities
of the State Council for approval.

Article 119

The person-in-charge and other personnel of a stock exchange shall withdraw from
handling a securities transaction in which he/she or any of his/her family members is
an interested party.

Article_120

The trading outcome of a securities transaction carried out in accordance with the
trading rules promulgated in accordance with the provisions of the law shall not be
varied. The civil liability of the parties to an illegal transaction shall not be waived;
gains on illegal transactions shall be dealt with pursuant to the relevant provisions.
Article 121

Stock exchange personnel engaging in securities trading in violation of the relevant
trading rules of the stock exchange shall be subject to disciplinary action issued by
the stock exchange; where the case is serious, the qualifications of the personnel shall
be revoked and they shall be prohibited from securities trading.

Chapter VI — Securities Companies

Article_122

Establishment of securities companies shall be subject to examination and approval
by the securities regulatory authorities of the State Council. No organisation or
individual shall engage in securities business without obtaining approval of the
securities regulatory authorities of the State Council.

Article_123

Securities companies referred to in this Law shall mean limited liability companies or
companies limited by shares established in accordance with the provisions of the
Company Law of the People’s Republic of Chinaand this Law to engage in securities
business.
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Article_124

Establishment of securities companies shall satisfy the following requirements:

(1) the articles of association of the company shall comply with the provisions of
laws and administrative regulations; (2) the principal shareholder(s) shall be
profitable in consecutive periods and reputable, has/have not committed any major
violation in the past three years and has/have net assets of not less than RMB200
million;

(3) the registered capital of the company shall comply with the provisions of this Law;
(4) the directors, supervisors and senior management personnel shall be qualified for
their appointment and the employees shall possess qualifications to work in the
securities industry;

(5) the company has a comprehensive risk management and internal control system;
(6) the company has qualified business premises and operational facilities; and

(7) the application satisfies other requirements stipulated by the laws and
administrative regulations and the securities regulatory authorities of the State
Council.

Article_125

Subject to approval of the securities regulatory authorities of the State Council, a
securities company may engage in all or some of the following businesses:

(1) securities brokerage;

(2) securities investment consultancy;

(3) financial consultancy relating to securities trading and securities investment
activities;

(4) securities underwriting and sponsoring;

(5) self-operated securities business;

(6) securities asset management; and

(7) other securities businesses.

Article_126

The wordings “securities limited liability company” or “securities company limited
by shares” shall be included in the name of a securities company.
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Article_127

The registered capital of securities companies engaging in businesses set out in
Article 125(1) to (3) shall not be less than RMB50 million; the registered capital of
securities companies engaging in businesses set out in Article 125(4) to (7) shall not
be less than RMB100 million; the registered capital of securities companies engaging
in two or more businesses set out in Article 125(4) to (7) shall not be less than
RMB500 million; the registered capital of securities companies shall be fully paid-up.
The securities regulatory authorities of the State Council may adjust the minimum
amount of registered capital based on the principle of prudential supervision and the
risk extent of the business, provided that the adjusted amount shall not be lower than
the relevant amount provided in the preceding paragraph.

Article 128

The securities regulatory authorities of the State Council shall conduct an
examination and make a decision on approval or non-approval based on the principle
of prudential supervision and in accordance with the statutory requirements and
procedures within six months from acceptance of an application for incorporation of a
securities company and notify the applicant; unsuccessful applicants shall be
informed of the reason for non-approval.

Upon approval of an application for incorporation of a securities company, the
applicant shall complete incorporation registration with the company registration
authorities and obtain a business licence within the stipulated period.

A securities company shall apply for a securities business permit with the securities
regulatory authorities of the State Council within 15 days from obtaining the business
licence. The securities company shall not engage in securities businesses before
obtaining a securities business permit.

Article_129

Approval of the securities regulatory authorities of the State Council is required for
the incorporation of a securities company, acquisition or revocation of a branch,
change in the scope of business or registered capital, change in the shareholders or
actual controlling party who/which holds 5% or more of the shares, amendment to
major clauses in the articles of association of the company, merger, division, change
in company structure, closure, dissolution and bankruptcy.

Approval of the securities regulatory authorities of the State Council is required for
the establishment or acquisition of overseas securities firms or equity participation in
overseas securities firms.
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Article_130

The securities regulatory authorities of the State Council shall stipulate risk control
indexes such as the net assets, ratio of net assets to liabilities, ratio of net capital to
net assets, ratio of net capital to scale of self-operated business, underwriting and
asset management etc, ratio of liabilities to net asset and ratio of current assets to
current liabilities of securities companies.

Securities companies shall not provide financing or guarantee for their shareholders
or related parties of the shareholders.

Article_131

The directors, supervisors and senior management personnel of securities companies
shall be honest, practise good conduct, be familiar with the provisions of securities
laws and administrative regulations, possess business management abilities to
perform their duties and shall obtain the relevant qualifications stipulated by the
securities regulatory authorities of the State Council before taking up the post.

The following persons or persons stated in Article 147 of the Company Law of the
People’s Republic of China shall not be appointed as a director, supervisor or senior
management personnel of a securities company:

(1) the person-in-charge of a stock exchange or securities registration and settlement
organisation or a director, supervisor or senior management personnel of a securities
company who was dismissed for having committed an illegal conduct or disciplinary
violation and a period of five years has not lapsed since the date of dismissal; and

(2) a lawyer, certified public accountant or professional personnel of an investment
consultancy organisation, financial consultancy organisation, credit rating
organisation or capital verification organisation who has his/her professional
qualifications revoked for having committed an illegal act or disciplinary violation
and a period of five years has not lapsed since the date of revocation of qualifications.
Article_132

Personnel of a stock exchange, securities registration and settlement organisation,
securities service organisation or securities company who were dismissed for having
committed an illegal act or disciplinary violation and personnel and personnel of
State departments who were dismissed shall not be employed by stock exchanges.
Article_133

Personnel of State authorities and other personnel prohibited by the laws and
administrative regulations to hold concurrent position in a company shall not hold
concurrent position in a securities company.
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Article 134

A securities investors protection fund shall be established by the State. The securities
investors protection fund shall comprise funds contributed by the securities
companies and other funds raised in accordance with the provisions of the law. The
specific measures on fund raising, management and usage of the securities investors
protection fund shall be formulated by the State Council.

Article 135

Securities companies shall contribute a certain percentage of their post-tax profits to a
trading risk reserve which will be used for recovery of securities trading losses; the
specific measures on contribution shall be formulated by the securities regulatory
authorities of the State Council.

Article 136

Securities companies shall establish a proper internal control system and adopt
effective separation measures to prevent conflict of interests between the company
and its clients and conflict of interests between the clients.

Securities companies shall separate their securities brokerage business, securities
underwriting business, securities self-operated business and securities asset
management business; mixed operations shall not be allowed.

Article_137

The self-operated business of a securities company shall be conducted in its own
name and shall not be conducted in the name of others or in the name of an individual.
The self-operated business of a securities company shall use its own funds and funds
raised in accordance with the provisions of the law. Securities companies shall not
sublet their self-operated account.

Article_138

Securities companies shall have the rights to operate independently in accordance
with the provisions of the law and their legitimate operations shall not be interfered
with.

Article 139

The trading settlement funds of the clients of a securities company shall be deposited
with a commercial bank and in individual accounts opened in the name of the
respective clients. The specific measures and implementation procedures shall be
formulated by the State Council.

Securities companies shall not embezzle the trading settlement funds and securities of
their clients. No organisation or individual shall misappropriate the trading settlement
funds and securities of their clients. Where a securities company is bankrupt or under
liquidation, the trading settlement funds and securities of their clients shall not be
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classified under bankruptcy assets or liquidation assets. The trading settlement funds
and securities of a client shall not be sealed up, frozen, deducted or enforced, unless
for the client’s own debts or under other circumstances provided by the laws.

Article 140

Securities companies engaging in brokerage business shall provide a standardised
letter of entrustment for securities trading for use by the principals. Entrustment
records shall be kept for other forms of entrustment.

Securities companies shall keep records of securities trading entrustment by their
clients for the stipulated period, regardless if the deal is completed.

Article_141

A securities company being entrusted to trade securities shall trade on behalf of the
client in accordance with the trading rules and based on the description, buy or sell
quantity, price offering method and price range etc set out in the letter of entrustment
and shall keep proper records of trading. Upon completion of a deal, a trading slip
shall be delivered to the client.

The reconciliation statement which confirms a transaction and the trading outcome
for each transaction shall be made truthfully and verified by an examination
personnel who has not handled the transaction to ensure consistency between the
book value balance of the securities and actual holding of the securities.

Article 142

Securities companies providing financing and securities lending services for their
clients in securities transactions shall comply with the provisions of the State Council
and obtain the approval of the securities regulatory authorities of the State Council.
Article 143

Securities companies engaging in brokerage business shall not accept discretionary
orders of the clients to decide on securities trading, select the types of securities or
decide on buying or selling quantity or buying or selling price.

Article_144

Securities companies shall not give undertaking in any form to the clients in respect
of the gains on securities trading or compensation of securities trading losses.
Article_145

A securities company and its personnel shall not accept entrustment for securities
trading in private without going through the business premises of the securities
company established in accordance with the provisions of the law.
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Article_146

Where the personnel of a securities company violates the trading rules when
executing the instructions of the securities company or abuse their official powers in a
securities transaction, the securities company shall assume all liabilities.

Article 147

Securities companies shall keep all information on account opening, entrustment
records, trading records, internal management and business operations properly. Such
records shall not be concealed, forged, tampered with or destroyed. The aforesaid
information shall be kept for a period of not less than 20 years.

Article_148

Securities companies shall submit their business and financial information and
materials to the securities regulatory authorities of the State Council in accordance
with the provisions. The securities regulatory authorities of the State Council shall
have the right to demand that a securities company and its shareholders and actual
controlling party to provide the relevant information and materials within a stipulated
period.

Securities companies and their shareholders and actual controlling party shall submit
true, accurate and complete information and materials to the securities regulatory
authorities of the State Council.

Article 149

The securities regulatory authorities of the State Council may, where it deems
necessary, appoint an accounting firm and an asset valuation organisation to conduct
an audit of the financial status and internal control status or valuation of the assets of
a securities company. The specific measures shall be formulated jointly by the
securities regulatory authorities of the State Council and the relevant authorities.
Article_150

Where the net assets or any other risk control indexes of a securities company do not
comply with the provisions, the securities regulatory authorities of the State Council
shall order the securities company to make correction within a stipulated period;
where correction is not made within the stipulated period or the non-compliance has a
serious impact on the steady operations of the securities company or the rights and
interests of the clients, the securities regulatory authorities of the State Council may
adopt the following measures based on the circumstances:

(1) impose restrictions on the business activities; order suspension of some of the
businesses and suspend the approval for new businesses;

(2) suspend approval for establishment or acquisition of new business branches;
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(3) impose restriction on distribution of bonus shares and impose restriction on
payment of remuneration and provision of incentives to the directors, supervisors and
senior management personnel;

(4) impose restriction on transfer of assets or creation of other rights on the assets;

(5) order that the directors, supervisors and senior management personnel be changed
or impose restrictions on their rights;

(6) order that the controlling shareholders transfer their shareholding or impose
restriction on exercise of shareholder’s rights; and

(7) revocation of the relevant business permit(s).

Upon restructuring of a securities company, the securities company shall submit a
report to the securities regulatory authorities of the State Council. The securities
regulatory authorities of the State Council shall remove the relevant measure(s)
stipulated in the preceding paragraph within three days from acceptance and
examination if the securities company complies with the relevant risk control
index(es).

Article_151

A shareholder of a securities company who made false capital contribution or
withdrew capital contribution shall be ordered by the securities regulatory authorities
of the State Council to make correction and may be ordered to transfer his/her
shareholding in the securities company.

Prior to correction of the illegal act or transfer of shareholding by the aforesaid
shareholder, the securities regulatory authorities of the State Council may impose
restriction on his/her shareholder’s rights.

Article 152

Where a director, supervisor or senior management personnel of a securities company
fails to perform due diligence and causes the securities company to commit a major
violation or be exposed to significant risks, the securities regulatory authorities of the
State Council may revoke his/her qualifications and order the company to remove the
director, supervisor or senior management personnel.

Article 153

Where a securities company engages in illegal operations or is exposed to significant
risks which brought a serious impact on the order of the securities market or harm to
the rights and interests of the investors, the securities regulatory authorities of the
State Council may order the securities company to suspend operations for
restructuring and appoint a receiver for the securities company or order dissolution of
the securities company or take other control measures.

Article_154
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During the period in which the operations of a securities company is suspended for
restructuring or the period in which the securities company is placed under
receivership or being liquidated in accordance with the provisions of the law or when
a securities company is subject to significant risks, the securities regulatory
authorities of the State Council may take the following measures on the directors,
supervisors and senior management personnel and other personnel who are directly
accountable:

(1) inform the outbound Customs to stop such persons from leaving China; and

(2) apply to the judicial authorities to prohibit removal or transfer of assets or
disposal of the assets in other means or creation of other rights on the assets.

Chapter VII — Securities Registration and Settlement Organisations

Article 155

Securities registration and settlement organisations shall be non-profit-orientated
legal persons providing centralised registration, custody and settlement services for
securities trading.

Establishment of securities registration and settlement organisations shall be subject
to the approval of the securities regulatory authorities of the State Council.
Article_156

Establishment of a securities registration and settlement organisation shall satisfy the
following requirements:

(1) the organisation’s own funds shall not be less than RMB200 million;

(2) the organisation has the premises and facilities necessary for securities registration,
custody and settlement services;

(3) the principal management personnel and employees shall possess the
qualifications to work in the securities industry; and

(4) other requirements stipulated by the securities regulatory authorities of the State
Council.

The wordings “securities registration and settlement” shall be included in the name of
a securities registration and settlement organisation.

Article_157

Securities registration and settlement organisations shall perform the following duties:
(1) establishment of securities accounts and settlement accounts;

(2) custody and transfer of securities;

(3) registration in the register of securities holders;

(4) settlement and delivery of listed securities traded;
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(5) allotment of securities rights and interests of securities upon entrustment by the
Issuer;

(6) handling queries related to the aforesaid businesses; and

(7) other businesses approved by the securities regulatory authorities of the State
Council.

Article 158

A unified operational method shall be adopted for securities registration and
settlement nationwide.

Securities registration and settlement organisations shall formulate their articles of
association and business rules in accordance with the provisions of the law and
submit them to the securities regulatory authorities of the State Council for approval.
Article 159

All listed securities held by securities holders shall be held in custody by securities
registration and settlement organisations.

Securities registration and settlement organisations shall not misappropriate the
securities of their clients.

Article_160

Securities registration and settlement organisations shall provide the register of
securities holders and the relevant information to the securities issuer.

Securities registration and settlement organisations shall confirm the fact of securities
holding by the securities holder based on the outcome of securities registration and
settlement and provide registration information of the securities holder.

Securities registration and settlement organisations shall ensure that the records in the
register of securities holders and register of transfers are true, accurate and complete
and the records shall not be concealed, forged, tampered with or destroyed.
Article_161

Securities registration and settlement organisations shall adopt the following
measures to ensure normal conduct of business:

(1) implement the requisite service facilities and comprehensive data security
measures;

(2) implement proper business, financial and security management systems; and

(3) implement a proper risk management system.

Article_162

Securities registration and settlement organisations shall keep the original certificates
and the relevant documents and information on registration, custody and settlement
properly for a period of not less than 20 years.

Article_163
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Securities registration and settlement organisations shall set up a settlement risk fund
which shall be used to make advance payment or make up for the losses of the
securities registration and settlement organisation arising from a default on delivery,
technical fault, operational malfunction or a force majeure event.

Securities registration and settlement organisations shall contribute a certain
percentage of their business income and gains to the securities settlement risk fund;
settlement participants may contribute a certain percentage based on the securities
trading volume. The measures on fund raising and management of the securities
settlement risk fund shall be formulated jointly by the securities regulatory authorities
of the State Council and the finance administration authorities of the State Council.
Article_164

The securities settlement risk fund shall be deposited into a designated bank account
and shall be administered individually.

Upon making compensation using the risk fund, the securities registration and
settlement organisation shall seek recourse from the persons liable.

Article_165

Dissolution of a securities registration and settlement organisation shall be subject to
the approval of the securities regulatory authorities of the State Council.

Article_166

Investors who commission a securities company to carry out securities trading shall
apply for the opening of a securities account. The securities registration and
settlement organisations shall open securities accounts in the name of the respective
investors in accordance with the provisions.

Investors applying for the opening of a securities account shall product legal proof of
Chinese citizenship or Chinese legal person qualifications, unless otherwise stipulated
by the State.

Article_167

Securities registration and settlement organisations providing net settlement services
for securities transactions shall require the settlement participants to delivery the
securities and funds in full based on the principle of delivery versus payment, and
provide delivery guarantee.

Prior to completion of delivery, the securities, funds and collateral used for delivery
shall not be applied.

Where a settlement participant fails to perform delivery obligations on time, the
securities registration and settlement organisation shall have the right to deal with the
aforesaid property in accordance with the business rules.

Article_168
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Settlement funds and securities collected by the securities registration and settlement
organisations in accordance with the business rules shall be deposited in designated
settlement and delivery accounts and shall only be used for settlement and delivery
for completed securities transactions in accordance with the business rules; and shall
not be enforced.

Chapter VIII — Securities Services Organisations

Article 169

Investment consultancy organisations, financial consultancy organisations, credit
rating organisations, asset valuation organisations and accounting firms providing
securities services shall be subject to approval by the securities regulatory authorities
of the State Council and the relevant authorities.

The measures on examination and approval and administration of investment
consultancy organisations, financial consultancy organisations, credit rating
organisations, asset valuation organisations and accounting firms providing securities
services shall be formulated jointly by the securities regulatory authorities of the State
Council and the relevant authorities.

Article_170

The personnel of investment consultancy organisations, financial consultancy
organisations and credit rating organisations providing securities services shall have
professional knowledge of the securities industry and working experience in the
securities industry or securities services industry of two years and above. The
standards and administrative measures on accreditation of securities qualification
shall be formulated by the securities regulatory authorities of the State Council.
Article 171

Investment consultancy organisations and their personnel providing securities
services shall not:

(1) carry out securities investment for the principals;

(2) agree on sharing of investment gains or losses with the principals;

(3) buy or sell shares of listed companies which use the services of the investment
consultancy organisation;

(4) use media or other means to provide or disseminate fraudulent information or
information which is misleading to the investors; and

(5) engage in other activities prohibited by laws and administrative regulations.
Where any of the aforesaid acts causes the investors to suffer losses, compensation
liability shall be pursued in accordance with the provisions of the law.

Article_172
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Investment consultancy organisations and credit rating organisations providing
securities services shall collect service fees in accordance with the standards or fee
collection measures stipulated by the relevant authorities of the State Council.

Article 173

Securities service organisations issuing audit reports, asset valuation reports, financial
consultancy reports, credit rating reports or legal opinions for issuance, listing and
trading of securities etc shall practice care and diligence to check and verify the
veracity, accuracy and completeness of the contents of the documents they relied on.
Where the document issued by a securities service organisation contains fraudulent
information, misleading representation or major omission and causes others to suffer
losses, the securities service organisation shall bear joint liability with the issuer or
the listed company, unless it can prove that it is not at fault.

Chapter IX — Securities Industry Association

Article 174

The securities industry association is a self-governing organisation of the securities
industry and is a social body legal person.

Securities companies shall join the securities industry association.

The authority of the securities industry association shall be the members’ congress
comprising all members.

Article 175

The articles of association of the securities industry association shall be formulated
by the members’ congress and filed with the securities regulatory authorities of the
State Council for records.

Article 176

The securities industry association shall perform the following duties:

(1) educate and organise the members to comply with the provisions of laws and
administrative regulations;

(2) safeguard the legal rights and interests of the members in accordance with the
provisions of the law, provide feedback to the securities regulatory authorities on
proposals and requests of the members;

(3) collect and collate securities information and provide services to the members;

(4) formulate membership rules, organise vocational training for employees of the
members and facilitate business exchange among the members;

(5) mediate disputes between members and between members and their clients which
arise in the course of securities businesses;
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(6) organise members to conduct research on development, operation and related
areas of the securities industry;

(7) supervise and inspect the conduct of members and issue disciplinary action in the
event of violation of the provisions of laws, administrative regulations or the articles
of association of the securities industry association; and

(8) other duties provided in the articles of association of the securities industry
association.

Article_177

The securities industry association shall establish a council. Members of the council
shall be elected in accordance with the provisions of the articles of association.

Chapter X — Securities Regulatory Authorities

Article 178

The securities regulatory authorities of the State Council shall carry out supervision
and administration of the securities market in accordance with the provisions of the
law and safeguard the order of the securities market to ensure legitimate operations.
Article_179

The securities regulatory authorities of the State Council shall perform the following
duties in the course of supervision and administration of the securities market:

(1) formulate the relevant rules and regulations on supervision and administration of
the securities market in accordance with the provisions of the law and exercise
examination and approval rights in accordance with the provisions of the law;

(2) carry out supervision and administration in accordance with the provisions of the
law on issuance, listing, trading, registration, custody and settlement of securities;

(3) carry out supervision and administration in accordance with the provisions of the
law on the securities businesses of issuers, listed companies, securities companies,
securities investment fund management companies, securities service organisations,
stock exchanges and securities registration and settlement organisations;

(4) formulate the qualification standards and code of ethics in accordance with the
provisions of the law for personnel working in the securities industry and supervise
the implementation;

(5) supervise and inspect the issuance and listing of securities and information
disclosure in accordance with the provisions of the law;

(6) provide guidance and supervision on the activities of the securities industry
association in accordance with the provisions of the law;

(7) investigate and deal with violations of the laws and administrative regulations on
supervision and administration of the securities market; and
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(8) other duties stipulated by the laws and administrative regulations.

The securities regulatory authorities of the State Council may establish cooperative
supervision and administration mechanism with the securities regulatory authorities
of other countries or regions and implement cross-border supervision and
administration.

Article 180

The securities regulatory authorities of the State Council shall perform their duties in
accordance with the provisions of the law and shall have the right to adopt the
following measures:

(1) conduct onsite inspection of issuers, listed companies, securities companies,
securities investment fund management companies, securities service organisations,
stock exchanges and securities registration and settlement organisations;

(2) enter the premises where the alleged violation took place to investigate and collect
evidence;

(3) question the party(ies) concerned and organisation(s) and individual(s) related to
the investigation matter and require them to provide relevant information on the
investigation matter;

(4) inspect and make copies of information related to the investigation matter such as
property right registration and correspondence records;

(5) inspect and make copies of securities trading records, transfer registration records,
financial accounting information and the relevant documents and materials of the
party(ies) concerned and organisation(s) and individual(s) related to the investigation
matter; and may seal up documents and materials which could be removed, concealed
or destroyed,;

(6) investigate the fund accounts, securities accounts and bank accounts of the
party(ies) concerned and organisation(s) and individual(s) related to the investigation
matter; where there is evidence that the illegal funds or securities involved in the
investigation matter have been or could be removed or concealed or there is sign of
concealment, forgery or destruction of important evidence, such illegal funds or
securities or important evidence may be frozen or sealed up with the approval by the
person-in-charge of the securities regulatory authorities of the State Council;

(7) during the investigation of significant illegal acts such as manipulation of the
securities market or insider trading etc, the securities transactions of the party(ies)
concerned may be restricted with the approval of the person-in-charge of the
securities regulatory authorities of the State Council; however the restriction period
shall not exceed 15 market days; where the case is complicated, the restriction period
may be extended by 15 market days.
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Article_181

The securities regulatory authorities of the State Council shall carry out supervision,
inspection or investigation in accordance with the provisions of the law. The number
of supervision, inspection and investigation personnel on each assignment shall not
be less than two persons; the personnel shall show proof of identification and the
notice of supervision, inspection or investigation. Where there are less than two
personnel on an assignment or where the personnel do not show proof of
identification, the organisation which is subject to inspection or investigation shall
have the right to refuse inspection or investigation.

Article_182

The personnel of the securities regulatory authorities of the State Council shall be
loyal to their duties, law-abiding, fair and honest and shall not use their official
powers to seek improper gains or disclose the commercial secrets of any organisation
or individual.

Article 183

When the securities regulatory authorities of the State Council are performing their
duties in accordance with the provisions of the law, the organisations and individuals
subject to inspection or investigation shall cooperate and provide the relevant
documents and information truthfully and shall not refuse or hinder the inspection or
investigation or conceal any information.

Article 184

The rules and regulations formulated by the securities regulatory authorities of the
State Council in accordance with the provisions of the law and the supervision and
administration working procedures shall be made public.

The punishment decision made by the securities regulatory authorities of the State
Council on an illegal securities transaction based on the outcome of investigation
shall be made public.

Article_185

The securities regulatory authorities of the State Council and other financial
supervision and administration authorities shall establish an information sharing
mechanism.

When the securities regulatory authorities of the State Council carry out supervision,
inspection or investigation in accordance with the provisions of the law, the relevant
departments shall cooperate.

Article_186
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When the securities regulatory authorities of the State Council discover that an illegal
securities transaction may involve a criminal offence, the case shall be referred to the
judicial authorities for handling.

Article_187

The personnel of the securities regulatory authorities of the State Council shall not
hold a position in an organisation under supervision.

Chapter X1 — Legal Liability

Article_188

Issuers making a public offering of securities arbitrarily or in disguise without
obtaining prior approval of the statutory authorities shall be ordered to halt the public
offering and return the funds raised with interest based on bank interest rate for the
corresponding period; a fine ranging from 1% to 5% of the amount of the illegally
raised funds shall be imposed. Companies which make a public offering of securities
arbitrarily or in disguise shall be closed down by the relevant supervision and
administration authorities and the local people’s government of county level and
above. The person-in-charge and other personnel who are directly accountable shall
be issued a warning and be subject to a fine ranging from RMB30,000 to
RMB300,000.

Article_189

Issuers which do not satisfy issuance requirements but use fraudulent means to obtain
the approval for issuance shall be subject to a fine ranging from RMB300,000 to
RMB600,000 if the securities are yet to be issued; where the securities have been
issued, a fine ranging from 1% to 5% of the amount of illegally raised funds shall be
imposed. The person-in-charge and other personnel who are directly accountable
shall be issued a warning and be subject to a fine ranging from RMB30,000 to
RMB300,000.

The controlling shareholders and actual controlling party of the aforesaid issuers who
instructed the aforesaid violations shall be punished in accordance with the provisions
of the preceding paragraph.

Article_190

Securities companies engaging in underwriting or buying and selling of their clients’
securities which were issued by way of a public offering of securities without prior
approval shall be ordered to stop underwriting or buying and selling of such securities;
the illegal income shall be confiscated and a fine ranging from one to five times of
the amount of illegal income shall be imposed; where there is no illegal income or the
amount of illegal income is below RMB300,000, a fine ranging from RMB300,000 to
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RMB600,000 shall be imposed. Where the act causes the investors to suffer losses,
the securities company shall bear joint liability with the issuer. The person-in-charge
and other personnel who are directly accountable shall be issued a warning, have their
professional qualifications or employment qualifications for the securities industry
revoked and be subject to a fine ranging from RMB30,000 to RMB300,000.

Article 191

Securities companies engaging in underwriting which commits any of the following
acts shall be ordered to make correction and be issued a warning; the illegal income
shall be confiscated and a fine ranging from RMB300,000 to RMB600,000 may be
imposed; where the case is serious, the relevant business operations shall be
suspended or the relevant business permit(s) shall be revoked. Where the act causes
other securities underwriters or investors to suffer losses, the securities company shall
bear compensation liability in accordance with the provisions of the law. The person-
in-charge and other personnel who are directly accountable shall be issued a warning
and may be subject to a fine ranging from RMB30,000 to RMB300,000; where the
case is serious, their professional qualifications or employment qualifications for the
securities industry shall be revoked.

(1) conduct fraudulent or misleading advertisements or other promotional activities;
(2) use improper means to compete for underwriting business; and

(3) commit other acts which violate the provisions on securities underwriting
business.

Article 192

Sponsors which issue a sponsor’s letter which contains fraudulent information,
misleading representation or major omission or fails to perform other statutory duties
shall be ordered to make correction and be issued a warning; the business revenue
shall be confiscated and a fine ranging from one to five times of the business income;
where the case is serious, the relevant business operations shall be suspended or the
relevant business permit(s) shall be revoked. The person-in-charge and other
personnel who are directly accountable shall be issued a warning and be subject to a
fine ranging from RMB30,000 to RMB300,000; where the case is serious; their
professional qualifications or employment qualifications for the securities industry
shall be revoked.

Article_193

Issuers, listed companies or other persons liable for making information disclosure
which/who fail to make information disclosure in accordance with the provisions or
made information disclosure which contains fraudulent information, misleading
representation or major omission shall be ordered to make correction and be subject
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to a warning and a fine ranging from RMB300,000 to RMB600,000. The person-in-
charge and other personnel who are directly accountable shall be subject to a warning
and a fine ranging from RMB30,000 to RMB300,000.

Issuers, listed companies or other persons liable for making information disclosure
which/who fail to submit the relevant report in accordance with the provisions or
submit a report which contains fraudulent information, misleading representation or
major omission shall be ordered to make correction and be subject to a warning and a
fine ranging from RMB300,000 to RMB600,000. The person-in-charge and other
personnel who are directly accountable shall be subject to a warning and a fine
ranging from RMB30,000 to RMB300,000.

The controlling shareholders and actual controlling party of the aforesaid issuers,
listed companies or persons liable for making information disclosure who instructed
the aforesaid violations shall be punished in accordance with the provisions of the
preceding paragraphs.

Article 194

Issuers and listed companies which change the usage purpose of the funds raised in a
public offering of securities arbitrarily shall be ordered to make correction. The
person-in-charge and other personnel who are directly accountable shall be issued a
warning and be subject to a fine ranging from RMB30,000 to RMB300,000.

The controlling shareholders and actual controlling party of the aforesaid issuers and
listed companies who instructed the aforesaid violations shall be issued a warning and
be subject to a fine ranging from RMB300,000 to RMB600,000. The person-in-
charge and other personnel who are directly accountable shall be punished in
accordance with the provisions of the preceding paragraph.

Article_195

Directors, supervisors, senior management personnel of a listed company and
shareholders holding 5% or more of the shares of a listed company who buy and sell
the company’s shares in violation of the provisions of Article 47 shall be issued a
warning and may be subject to a fine ranging from RMB30,000 to RMB100,000.
Article 196

Securities trading premises which are established illegally shall be closed down by a
people’s government of county level and above; the illegal income shall be
confiscated and a fine ranging from one to five times of the amount of illegal income
shall be imposed; where there is no illegal income or the amount of illegal income is
below RMB100,000, a fine ranging from RMB100,000 to RMB500,000 shall be
imposed. The person-in-charge and other personnel who are directly accountable
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shall be issued a warning and be subject to a fine ranging from RMB30,000 to
RMB300,000.

Article_197

Securities companies established without prior approval or illegal securities
operations shall be closed down by the securities regulatory authorities; the illegal
income shall be confiscated and a fine ranging from one to five times of the amount
of illegal income shall be imposed; where there is no illegal income or the amount of
illegal income is below RMB300,000, a fine ranging from RMB300,000 to
RMB600,000 shall be imposed. The person-in-charge and other personnel who are
directly accountable shall be issued a warning and be subject to a fine ranging from
RMB30,000 to RMB300,000.

Article 198

Parties which violate the provisions of this Law in employing unqualified persons to
engage in securities businesses shall be ordered by the securities regulatory
authorities to make correction and be issued a warning and may be subject to a fine
ranging from RMB100,000 to RMB300,000. The person-in-charge and other
personnel who are directly accountable shall be issued a warning and may be subject
to a fine ranging from RMB30,000 to RMB100,000.

Article_199

Persons prohibited by laws and administrative regulations from carrying out trading
of shares who hold or buy and sell shares directly or in the name of others shall be
ordered to dispose of the shares held illegally; the illegal income shall be confiscated
and a fine of not more than the equivalent value of the shares shall be imposed; where
the person is a civil servant, administrative punishment shall be imposed in
accordance with the provisions of the law.

Avrticle_200

The employees of stock exchanges, securities companies, securities registration and
settlement organisations, securities service organisations or the personnel of securities
industry association who deliberately provide fraudulent information or conceal,
forge, tamper with or destroy trading records to induce investors to buy and sell
securities shall have their employment qualifications for the securities industry
revoked and be subject to a fine ranging from RMB30,000 to RMB100,000; where
the person is a civil servant, administrative punishment shall be imposed in
accordance with the provisions of the law.

Article_201

Securities service organisations and their personnel issuing audit reports, asset
valuation reports or legal opinions for issuance, listing and trading of shares



128

which/who buy and sell shares in violation of the provisions of Article 45 shall be
ordered to dispose of the shares held illegally; the illegal income shall be confiscated
and a fine of not more than the equivalent value of the shares shall be imposed.
Article 202

Insiders or persons who obtain insider information illegally guilty of trading in the
securities or divulge the information or procure others to trade in the securities prior
to such price-sensitive information being made public shall be ordered to dispose of
the securities held illegally; the illegal income shall be confiscated and a fine ranging
from one to five times of the amount of illegal income shall be imposed; where there
is no illegal income or the amount of illegal income is below RMB30,000, a fine
ranging from RMB30,000 to RMB600,000 shall be imposed. The person-in-charge of
the organisation which engages in insider trading and other personnel who are
directly accountable shall be issued a warning and be subject to a fine ranging from
RMB30,000 to RMB300,000. Personnel of securities regulatory authorities who
engage in insider trading shall be subject to severe punishment.

Article_203

Parties who manipulate securities market in violation of the provisions of this Law
shall be ordered to dispose of the illegally held securities; the illegal income shall be
confiscated and a fine ranging from one to five times of the amount of illegal income
shall be imposed; where there is no illegal income or the amount of illegal income is
below RMB300,000, a fine ranging from RMB300,000 to RMB3 million shall be
imposed. The person-in-charge organisations which manipulate securities market and
other personnel who are directly accountable shall be issued a warning and be subject
to a fine ranging from RMB100,000 to RMB600,000.

Article 204

Persons who buy and sell securities within the restriction period in violation of the
provisions of law shall be ordered to make correction and be issued a warning; a fine
of not more than the equivalent value of the illegally traded securities shall be
imposed. The person-in-charge and other personnel who are directly accountable
shall be subject to a fine ranging from RMB30,000 to RMB300,000.

Article_205

The illegal income of securities companies which buy and sell securities for their
clients or provide financing or securities lending services to their clients shall be
confiscated; the relevant business operations or relevant business permit(s) shall be
revoked and a fine of not more than the equivalent value of the illegal financing and
securities lending shall be imposed. The person-in-charge and other personnel who
are directly accountable shall be issued a warning, have their professional
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qualifications or employment qualifications for the securities industry revoked and be
subject to a fine ranging from RMB30,000 to RMB300,000.

Article_206

Persons who disrupt the order of the securities market in violation of the provisions of
Article 78(1) and (3) shall be ordered by the securities regulatory authorities to make
correction and the illegal income shall be confiscated; a fine ranging from one to five
times of the amount of illegal income shall be imposed; where there is no illegal
income or the amount of illegal income is below RMB30,000, a fine ranging from
RMB30,000 to RMB200,000 shall be imposed.

Aurticle_207

Persons who make fraudulent representation or provide misleading information in
securities transactions in violation of the provisions of Article 78(2) shall be ordered
to make correction and a fine ranging from RMB30,000 to RMB200,000 shall be
imposed; where the person is a civil servant, administrative punishment shall be
imposed in accordance with the provisions of the law.

Avrticle_208

Legal persons who open accounts in the name of others or use the accounts of others
to buy and sell securities in violation of the provisions of this Law shall be ordered to
make correction and the illegal income shall be confiscated; a fine ranging from one
to five times of the amount of illegal income shall be imposed; where there is no
illegal income or the amount of illegal income is below RMB30,000, a fine ranging
from RMB30,000 to RMB300,000 shall be imposed. The person-in-charge or other
personnel who are directly accountable shall be issued a warning and be subject to a
fine ranging from RMB30,000 to RMB100,000.

Securities companies which provide their accounts or the securities trading accounts
of others shall be subject to punishment in accordance with the provisions of the
aforesaid paragraph; in addition, the person-in-charge and other personnel who are
directly accountable shall have their professional qualifications or employment
qualifications for the securities industry revoked.

Article 209

Securities companies which engage in self-operated securities business in the name of
others or in the name of individuals in violation of the provisions of this Law shall be
ordered to make correction; the illegal income shall be confiscated and a fine ranging
from one to five times of the amount of illegal income shall be imposed; where there
is no illegal income or the amount of illegal income is below RMB300,000, a fine
ranging from RMB300,000 to RMB600,000 shall be imposed; where the case is
serious, the self-operated securities business permit may be suspended or revoked.
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The person-in-charge and other personnel who are directly accountable shall be
issued a warning, have their professional qualifications or employment qualifications
for the securities industry revoked and be subject to a fine ranging from RMB30,000
to RMB100,000.

Article 210

Securities companies which buy and sell securities or handle transactions against a
client’s order or handle non-transaction matters against the real intention of a client
shall be ordered to make correction and be subject to a fine ranging from RMB10,000
to RMB100,000. Where the client suffers losses thereto, the securities company shall
bear compensation liability in accordance with the provisions of the law.

Article_211

Securities companies, securities registration and settlement organisations which
misappropriate clients’ funds or securities or buy and sell securities for clients
without authorisation of the clients shall be ordered to make correction; the illegal
income shall be confiscated and a fine ranging from one to five times of the amount
of illegal income shall be imposed; where there is no illegal income or the amount of
illegal income is below RMB100,000, a fine ranging from RMB100,000 to
RMB600,000 shall be imposed; where the case is serious, the securities company
shall be closed down or the relevant business permit(s) shall be revoked. The person-
in-charge and other personnel who are directly accountable shall be issued a warning,
have their professional qualifications or employment qualifications for the securities
industry revoked and be subject to a fine ranging from RMB30,000 to RMB300,000.
Article 212

Securities companies engaging in brokerage business which accept discretionary
orders of clients to buy and sell securities or undertake gains on securities trading or
compensation of losses on securities trading shall be ordered to make correction; the
illegal income shall be confiscated and a fine ranging from RMB50,000 to
RMB200,000 shall be imposed; the relevant business permit(s) may be suspended or
revoked. The person-in-charge and other personnel who are directly accountable shall
be issued a warning and be subject to a fine ranging from RMB30,000 to
RMB100,000; and may have their professional qualifications or employment
qualifications for the securities industry revoked.

Article_213

Acquirors who fail to make public announcement for acquisition of a listed company
or to make an acquisition offer or to submit an acquisition report in accordance with
the provisions of the Law or acquirors who make arbitrary changes to an acquisition
offer shall be ordered to make correction and be subject to a fine ranging from
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RMB100,000 to RMB300,000; prior to the correction, the securities company shall
not exercise voting rights on those shares acquired by the securities company solely
or jointly with others through an agreement or other arrangement. The person-in-
charge and other personnel who are directly accountable shall be issued a warning
and be subject to a fine ranging from RMB30,000 to RMB300,000.

Article 214

Acquirors or the controlling shareholders of an acquiror who use the acquisition of a
listed company to infringe upon the legal rights and interests of the target company
and its shareholders shall be ordered to make correction and be issued a warning;
where the case is serious, a fine ranging from RMB100,000 to RMB600,000 shall be
imposed. Where the target company and its shareholders suffer losses, compensation
liability shall be pursued in accordance with the provisions of the law. The person-in-
charge and other personnel who are directly accountable shall be issued a warning
and be subject to a fine ranging from RMB30,000 to RMB300,000.

Article 215

Securities companies and their personnel which/who accept orders from clients in
private to buy and sell securities in violation of the provisions of this Law shall be
ordered to make correction and be issued a warning; the illegal income shall be
confiscated and a fine ranging from one to five times of the amount of illegal income
shall be imposed; where there is no illegal income or the amount of illegal income is
below RMB100,000, a fine ranging from RMB100,000 to RMB300,000 shall be
imposed.

Article 216

Securities companies which violate the provisions to engage in trading of non-listed
securities without approval shall be ordered to make correction; the illegal income
shall be confiscated and a fine ranging from one to five times of the amount of illegal
income shall be imposed.

Article_217

Securities companies which do not commence operation within three months after
incorporation without a proper reason or suspend operations arbitrarily for more than
three months consecutively after commencement of operations shall be revoked by
the company registration authorities.

Article_218

Securities companies which establish or acquire or revoke a branch without
authorisation or in the event of merger, division, closure, dissolution, bankruptcy or
the establishment or acquisition of or equity participation in overseas securities
organisations in violation of the provisions of Article 129 shall be ordered to make
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correction; the illegal income shall be confiscated and a fine ranging from one to five
times of the amount of illegal income shall be imposed; where there is no illegal
income or the amount of illegal income is below RMB100,000, a fine ranging from
RMB100,000 to RMB600,000 shall be imposed. The person-in-charge and other
personnel who are directly accountable shall be issued a warning and be subject to a
fine ranging from RMB30,000 to RMB100,000.

Securities companies which violate the provisions of Article 129 in making arbitrary
changes to the relevant matters shall be ordered to make correction and be subject to a
fine ranging from RMB100,000 to RMB300,000. The person-in-charge and other
personnel who are directly accountable shall be issued a warning and be subject to a
fine of not more than RMB50,000.

Article 219

Securities companies which violate the provisions of this Law in engaging in
securities operations beyond the approved scope of business shall be ordered to make
correction; the illegal income shall be confiscated and a fine ranging from one to five
times of the amount of illegal income shall be imposed; where there is no illegal
income or the amount of illegal income is below RMB300,000, a fine ranging from
RMB300,000 to RMB600,000 shall be imposed. Where the case is serious, the
securities company shall be closed down; the person-in-charge and other personnel
who are directly accountable shall be issued a warning, have their professional
qualifications or employment qualifications for the securities industry and be subject
to a fine ranging from RMB30,000 to RMB100,000.

Article 220

Securities companies which do not separate their securities brokerage business,
securities underwriting business, securities self-operated business, securities asset
management business in accordance with the provisions of the law shall be ordered to
make correction; the illegal income shall be confiscated and a fine ranging from
RMB300,000 to RMB600,000 shall be imposed; where the case is serious, the
relevant business permit(s) shall be revoked. The person-in-charge and other
personnel who are directly accountable shall be issued a warning and be subject to a
fine ranging from RMB30,000 to RMB100,000; where the case is serious, their
professional qualifications or employment qualifications for the securities industry
shall be revoked.

Article_221

Persons who submit fraudulent certification or adopt other fraudulent means to
conceal important fact so as to obtain a securities business permit or securities
companies which commit a significant violation of the law in securities transactions
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and become disqualified, the securities regulatory authorities shall revoke the
securities business permit.

Article_222

Securities companies or their shareholders and actual controlling party which/who
violate the provisions and refuse to submit or provide business management
information and materials to the securities regulatory authorities or securities
companies or their shareholders and actual controlling party which/who submit or
provide business management information which contains fraudulent information,
misleading representation or major omission shall be ordered to make correction, be
issued a warning and be subject to a fine ranging from RMB30,000 to RMB300,000;
the relevant business permit(s) of the securities companies may be suspended or
revoked. The person-in-charge and other personnel who are directly accountable shall
be issued a warning and be subject to a fine of not more than RMB30,000; their
professional qualifications or employment qualifications for the securities industry
may be revoked.

Securities companies which provide financing or guarantee to their shareholders or
the related parties of the shareholders shall be ordered to make correction and be
issued a warning; a fine ranging from RMB100,000 to RMB300,000 shall be imposed.
The person-in-charge and other personnel who are directly accountable shall be
subject to a fine ranging from RMB30,000 to RMB100,000. Where the shareholder is
at fault, the securities regulatory authorities of the State Council may, prior to the
correction, restrict his/her shareholder’s rights; where the shareholder refuses to make
correction, he/she shall be ordered to transfer his/her shareholding in the securities
company.

Article_223

Securities service organisations which do not practise care and diligence and issue
documents containing fraudulent records, misleading representation or major
omission shall be ordered to make correction; the business income shall be
confiscated; the securities service business permit shall be suspended or revoked and
a fine ranging from one to five times of the amount of business income shall be
imposed. The person-in-charge and other personnel who are directly accountable
shall be issued a warning, have their professional qualifications or employment
qualifications for the securities industry revoked and be subject to a fine ranging from
RMB30,000 to RMB100,000.

Article 224
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Persons who underwrite corporate bonds in violation of the provisions of this Law
shall be punished by the authorised department of the State Council in accordance
with the relevant provisions of this Law.

Article 225

Listed companies, securities companies, stock exchanges, securities registration and
settlement organisations and securities service organisations which do not keep the
relevant documents and materials in accordance with the relevant provisions shall be
ordered to make correction and be subject to a fine ranging from RMB30,000 to
RMB300,000; persons who conceal, forge, tamper with or destroy the relevant
documents and materials shall be issued a warning and be subject to a fine ranging
from RMB300,000 to RMB600,000.

Article 226

Securities registration and settlement organisations established without the approval
of the securities regulatory authorities of the State Council shall be closed down by
the securities regulatory authorities; the illegal income shall be confiscated and a fine
ranging from one to five times of the amount of illegal income shall be imposed.
Investment consultancy organisations, financial consultancy organisations, credit
rating organisations, asset valuation organisations and accounting firms which engage
in securities service businesses without obtaining prior approval shall be ordered to
make correction; the illegal income shall be confiscated and a fine ranging from one
to five times of the amount of illegal income shall be imposed.

Securities registration and settlement organisations and securities service
organisations which violate the provisions of this Law or the business rules
formulated in accordance with the provisions of the law shall be ordered by the
securities regulatory authorities to make correction; the illegal income shall be
confiscated and a fine ranging from one to five times of the amount of illegal income
shall be imposed; where there is no illegal income or the amount of illegal income is
below RMB100,000, a fine ranging from RMB100,000 to RMB300,000 shall be
imposed; where the case is serious, the securities registration and settlement
organisation or securities service organisation shall be closed down or the securities
services business permit(s) shall be revoked.

Article_227

Under any of the following circumstances, the person-in-charge of the securities
regulatory authorities of the State Council or the authorised department of the State
Council and other personnel who are directly accountable shall be subject to
administrative punishment in accordance with the provisions of the law:
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(1) approval of applications for issuance of securities and establishment of securities
companies which do not comply with the provisions of this Law;

(2) violation of the provisions of law when adopting measures such as onsite
inspection, investigation and collection of evidence, questioning, freezing or sealing
up as stipulated in Article 180;

(3) violation of the provisions in imposing administrative punishment on the relevant
organisations and personnel; and

(4) other violations of the provisions of law when performing their duties.
Article_228

Where the personnel of the securities regulatory authorities and members of the
issuance review committee fail to perform the duties stipulated in this Law or abuse
their official powers or neglect their duties or use their official position to seek
improper gains or divulge the commercial secrets of the relevant organisations and
individuals, legal liability shall be pursued in accordance with the provisions of the
law.

Article_229

A stock exchange which grants approval to listing applications which do not satisfy
the requirements stipulated in this Law shall be issued a warning; the business
income shall be confiscated and a fine ranging from one to five times of the amount
of business income shall be imposed. The person-in-charge and other personnel who
are directly accountable shall be issued a warning and be subject to a fine ranging
from RMB30,000 to RMB300,000. Article 230

Persons who refuse or hinder the supervision, inspection and investigation of the
securities regulatory authorities and its personnel but did not use violence or threat
shall be punished in accordance with the provisions on public security administration.
Article_231

Where a violation of the provisions of this Law constitutes a criminal offence,
criminal liability shall be pursued in accordance with the provisions of the law.
Article 232

Persons who violate the provisions of this Law shall bear civil compensation liability
and pay fines and penalties; where the assets are insufficient, civil compensation shall
take priority.

Article_233

In the event of serious violation of the provisions of laws, administrative regulations
or the relevant provisions of the securities regulatory authorities of the State Council,
the securities regulatory authorities of the State Council may impose a ban on entry
into the securities market on the personnel who are accountable.
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The aforesaid ban on entry into the securities market shall mean that the personnel
shall not work in the securities industry or act as a director, supervisor or senior
management personnel of a listed company for a certain period or permanently.
Article 234

All fines collected and illegal income confiscated in accordance with this Law shall
be turned over to the State treasury.

Article 235

Parties concerned who disagree with a punishment decision of the securities
regulatory authorities or the department(s) authorised by the State Council may apply
for an administrative review or file a lawsuit directly with a people’s court in
accordance with the provisions of the law.
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Chapter X1l — Supplementary Provisions

Article_236

Securities approved for listing on the stock exchanges prior to the implementation of
this Law shall continue to be traded in accordance with the provisions of the law.
Securities business organisations approved to be established in accordance with the
provisions of the administrative regulations and the provisions of the financial
administrative authorities of the State Council prior to the implementation of this Law
which do not comply certain requirements stipulated in this Law shall meet the
requirements stipulated in this Law within a stipulated period. The specific
implementation measures shall be formulated by the State Council separately.
Article_237

Issuers applying for approval for a public offering of shares and corporate bonds shall
pay examination and approval fees in accordance with the provisions.

Article 238

Domestic enterprises issuing securities overseas directly or indirectly or listing their
securities overseas shall obtain the approval of the securities regulatory authorities of
the State Council in accordance with the provisions of the State Council.

Article_239

The specific measures on subscription or trading of shares of domestic companies

using foreign currencies shall be formulated by the State Council separately.
Article_240

This Law shall be effective 1 January 2006.



APPENDIX 2

Indonesia’s Code of Good Corporate Governance

PART I

ENSURING THE BASIS FOR AN EFFECTIVE CORPORATE

GOVERNANCE FRAMEWORK IN INDONESIA

Principles
GCG is necessary to enhance the creation of an efficient and transparent market that is
consistent with the laws. Hence, the implementation of GCG needs to be supported by three
inter-related pillars, namely the regulatory, supervisory and enforcement authorities as
regulator/policy makers, the business community as market participants, and the public as
users of products and services of the business community. The basic principles that must be
implemented by each pillar are:

1. The regulatory, supervisory and enforcement authorities develop laws and regulations that
will promote the creation of a healthy, efficient and transparent business climate,
implement and maintain it, and support it with a consistent law enforcement.

2. The business sectors as market participants implement GCG as the underlying ground in
conducting business.

3. The public as users of the products and services of the business sectors and as the party
impacted by the existence of a company demonstrate its concern and exercises an objective
and responsible social control.

Code Provisions

1. Role of the Regulatory, Supervisory and Enforcement Authorities

1.1.

1.2.

1.3.

1.4.

1.5.
1.6.

Carrying out effective coordination among Government agencies in formulating rules
and regulations based on the national legal system by prioritizing a policy that
commensurate with the interests of both business and public sectors. Moreover, the
regulator must understand current business development for their rulings to be timely,
transparent and fully explained.

Involving the business sectors and the public, in a responsible manner, in formulating
laws and regulations (rule-making rules).

Creating a healthy political system and state apparatuses with high integrity and
professionalism.

Implementing laws and regulations and consistent law enforcement.

Preventing corruption, collusion, and nepotism.

Enhancing public service by delineation of a clear authority and coordination among
government institutions that is supported with high integrity, lean and accurate
communication and coordination chain that will encourage a healthy, efficient, and
transparent business climate.

79
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1.7. Enacting laws and regulations to protect whistleblowers that provide information on
certain concerns occurring within a company. Whistleblower could source from
within the management, employees of a company or any other party.

1.8. Issuing laws and regulations in support of the GCG implementation that promotes a
healthy, efficient and transparent business climate.

1.9. Exercising rights and obligations equally as with other shareholders, in the event that
the regulatory, supervisory or enforcement authority is also a shareholder in a
company.

2. Role of Market Participants

2.1. Implementing consistent business ethics to enable the creation of a healthy, efficient
and transparent business climate.

2.2. Having attitude and behavior showing business sectors’ compliance with laws and
regulations.

2.3. Preventing corruption, collusion and nepotism.

2.4. Continuously enhancing the quality of management structure and work pattern of a
company based on GCG principles.

2.5. Functioning the ombudsman role to accommodate complaints and or information
regarding deviations occurring within a company. The function of ombudsman may
be concurrently held in a business group or a certain economic sector.

3. Role of the Public

3.1.Carrying out social control by giving due consideration on public service rendered by
Government agencies and to the activities and products or services produced by
business community through conveying objective and responsible opinions.

3.2. Establishing communication with Government agencies and business community with
regard to opinions and or objections expressed by the public.

3.3. Complying with laws and regulations in a conscious and responsible manner.

PART I

GOOD CORPORATE GOVERNANCE GENERAL PRINCIPLES

Each company must ensure that the GCG general principles are implemented on each
business facets and within the entire company. GCG general principles which include
transparency, accountability, responsibility, independency, and fairness are necessary to
attain a company’s sustainability by also considering the interests of stakeholders.
1. Transparency
Principles
To preserve and maintain the objectivity in practicing business, a company must provide
material and relevant information that are easily accessible and understandable by
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stakeholders. A company must take the initiative to disclose not only the issues mandated

by laws and regulations, but also other information deemed necessary by shareholders,

creditors and other stakeholders to form a decision.
Code Provisions

1.1. A company must provide timely, appropriate, clear, accurate and comparable
information accessible to stakeholders that commensurate with their rights.

1.2. Information disclosed include but not limited to the vision, mission, business targets
and strategy, financial condition, composition and compensation of the management,
controlling shareholders, shares owned by members of the Board of Directors and the
Board of Commissioners and its family members in a company and other companies,
risk management system, oversight and internal control system, GCG structure and
mechanism and its level of compliance, and important events that may affect the
condition of a company.

1.3. The transparency principle adopted by a company does not lessen its obligation for
fulfilling provisions on confidentiality in accordance with laws and regulations,
occupational confidentiality, and personal rights.

1.4. Company policies must be formally written and proportionally communicated to
stakeholders.

2. Accountability

Principles

A company must be accountable for its performance transparently and fairly. Thus, a

company must be managed in a proper and measurable manner, in such that it is aligned

with the interest of a company by also considering the interest of shareholders and other
stakeholders. Accountability is a prerequisite to achieve sustainable performance.

Code Provisions

2.1 A company must clearly define the job description and responsibilities of each

company organ and all employees that are in line with the vision, mission, values, and

strategy of a company.

2.2 A company must ensure that all company organs and all employees shall have the
qualifications that fit its duty, responsibility, and role in the implementation of GCG.

2.3 A company must ensure the existence of an effective internal control system within a
company.

2.4 A company must have performance indicators for all members of the Board of
Directors and the Board of Commissioners as well as the employees that are
consistent with the company’s objectives, and have a reward and punishment system.

2.5 In executing its duty and responsibility, each organ of a company and all employees
must uphold to the business ethics and an agreed upon code of conduct.

3. Responsibility

Principles



82

A company shall abide by laws and regulations and fulfill its responsibility to the com-

munities and environment for the purpose of maintaining long term sustainability of the

business and to be recognized as a good corporate citizen.

Code Provisions

3.1. The organs of a company must be prudent in decision making and in its actions, and
ensure compliance with laws and regulations, its articles of association and bylaws.

3.2. A company must fulfill its social responsibility by having, inter alia, an awareness of
the environmental and societal interests of the communities in which the company
operates through an appropriate planning and implementation to address the issues.

4. Independency

Principles

To accelerate the implementation of the GCG principles, a company must be managed

independently with an appropriate balance of power, in such a manner that no single

company’s organ shall dominate the other and that no intervention from other party shall

exist.

Code Provisions

4.1. Each company’s organ must avoid the occurrence of domination by any party, must
not be influenced by any certain interest, must be free from conflict of interests and
any influence or pressure, so that the decision making can be carried out objectively.

4.2. Each company’s organ must exercise its function and duty in accordance with the
articles of association and rules and regulations, not dominating each other and or
shifting the responsibility from one to the other.

5. Fairness

Principles In conducting its activities, a company must always consider the interests of

shareholders and other stakeholders based on a fairness principle.

Code Provisions

5.1. A company must provide the opportunity for stakeholders to give input and opinions
in the interest of a company, and establish access to company’s information in
accordance with the transparency principle and within the scope of their respective
capacities.

5.2. A company must provide a fair and equitable treatment to stakeholders in accordance
with benefit and contribution given to the company.

5.3. A company must give equal opportunity in recruitment of employees, in career
development and for employees to carry out their duty professionally

PART Il
BUSINESS ETHICS AND CODE OF CONDUCT

Principles
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To attain success in the long term, GCG implementation needs to be based on high integrity.

Hence, a code of conduct that can be used as a reference for a company’s organs and its

employees in applying the values and business ethics is required so that it may become a part

of the company’s culture. For that reason, a company must employ the following principles:

1. Each company must have company values describing morals of the company in conducting
its business.

2. Materialize the moral attitude in conducting business; a company must formulate its
business ethics that has been agreed by company’s organs and all employees. A
continuous implementation of business ethics will constitute a company culture which is a
manifestation of the company’s values.

3. The values and business ethics shall be further elaborated in a code of conduct to enable
proper understanding and application.

Code Provisions

1. Company Values
1.1. Company values constitute the moral basis in achieving the company’s vision and

mission. Therefore, before formulating the company values, it is necessary for the

company to formulate its vision and mission.

1.2. Although the company values are basically universal, however the formulation needs
to take into account each respective business sector and character as well as the
geographic location of a company.

1.3. Company values that are universal include reliability, fairness and honesty.

2. Business Ethics
2.1. Business ethics shall serve as a reference for a company in conducting business

including in interacting with its stakeholders.

2.2. Sustainable implementation of a company values and business ethics will promote the
creation of the company culture.

2.3. Each company must formulate its business ethics and elaborated it further in the code
of conduct.

3. Code of Conduct
3.1. Function of Code of Conduct

a. Code of conduct is a translation of the company values and business ethics that is
useful as guidance for the company organs and all employees of the company in
conducting business activities.

b. The code of conduct covers guidance regarding conflicts of interest, presenting and
receiving gifts and donations, compliance with laws and regulations, confident-
iality of information, and reporting of unethical behavior.

3.2. Conflict of Interests
a. Conflicts of interests arise when there is a conflict between the economic interests
of a company and the personal economic interest of its shareholders, members of the



84

Board of Commissioners and the Board of Directors, and the employees of the

company;

b. In carrying out their duties and obligations, members of the Board of Com-
missioners and the Board of Directors and the employees of a company must
prioritize the economic interest of the company above the personal and family’s
economic interests as well as that of any other party;

c. Members of the Board of Commissioners and the Board of Directors and all
employees are prohibited from abusing their respective powers and positions in a
company in the interest and for the benefit of himself/herself, his/her family and
another party;

d. The party with a possible conflict of interest is prohibited from participating in
discussions and decision-making process.

e. A shareholder having a conflict of interest must cast his/her vote in the General
Meeting of Shareholders to concur with the decision made by shareholders having
no conflict of interests;

f. Each member of the Board of Commissioners and the Board of Directors as well as
the employees of a company having a decision making authority shall make an
annual statement certifying that he/she has no conflict of interest in any decisions
made by him/her and that he/she has implemented the code of conduct issued by
the company.

3.3. Presenting and Receiving Gifts and Donations

a. Each member of the Board of Commissioners and the Board of Directors and
employees of a company are prohibited from giving or offering something, either
directly or indirectly, to an official of the regulatory, supervisory and enforcement
authorities and or an individual representing a resource provider, which may
influence his/her decision making;

b. Each member of the Board of Commissioners and the Board of Directors and the
employees of a company are prohibited from receiving something in his/her
personal interests, either directly or indirectly, from a resource provider which may
affect his/her decision making;

c. A donation made by a company or the giving of the company’s asset to a political
party or a member of the legislative or executive body may be done only in
accordance with laws and regulations. Within the appropriate limit as stipulated by
a company, a donation for charity may be justified,;

d. Each member of the Board of Commissioners and the Board of Directors and the
employees of a company having a decision making authority shall make an annual
statement certifying that he/she has not given and or received anything that might
affect his/her decision making.

3.4. Compliance with laws and regulations
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a. The organs and employees of a company shall abide by the laws and regulations
and the company’s articles of association.

b. The Board of Commissioners must ensure that the Board of Directors and the
employees of a company shall adhere to the laws and regulations and the
company’s articles of association;

c. A company must keep records of its assets, debts and equity properly and in
accordance with generally accepted accounting principles.

3.5. Confidentiality of Information

A .Members of the Board of Commissioners and the Board of Directors and the
employees of a company shall maintain confidentiality of company’s information
in accordance with laws and regulations, the company’s articles of association and
common business norms;

b. Each member of the Board of Commissioners and the Board of Directors, share-
holders and the employees of a company are prohibited from abusing any
information related to the company including, but not limited to, information on
plan for merger and acquisition, and of shares buy-back;

c. Each former member of the Board of Commissioners and the Board of Directors
and former employees of a company, as well as a shareholder who has transferred
its share ownership are prohibited from disclosing any company’s confidential
information acquired during his/her service or exposure within a company, unless
the information is required for examination and investigation in accordance with
the rules and regulations, or has no longer considered as confidential by a company.

3.6. Reporting on Violation and Protection of Whistleblower

a. The Board of Commissioners is obliged to receive and ensure that any complaints
reported on violation of business ethics, code of conduct, company’s articles of
association and laws and regulations are processed properly and timely;

b. Each company must develop rules to protect the individuals that report complaints
and or information regarding violation of business ethics, code of conduct,
company’s articles of association and laws and regulations. For this purpose, the
Board of Commissioners may assign a committee responsible for supervising the
implementation of GCG.
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PART IV
ORGANS OF THE COMPANY

The organs of a company, consisting of the General Meeting of Shareholders, the Board of
Commissioners, and the Board of Directors, have an important role in implementing the GCG
effectively. The organs of a company shall carry out their respective functions in accordance
with an applicable provision based on the principle that each organ is independent in carrying
out its duty, function and responsibility in the sole interest of the company;
A. General Meeting of Shareholders
Principles
The General Meeting of Shareholders is a company’s organ that facilitates shareholders to
make important decisions regarding their investment in a company, by observing
provisions in the articles of association and the rules and regulations. Decisions taken in
the General Meeting of Shareholders must be based on the long term interest of a
company. The General Meeting of Shareholders and or shareholders cannot intervene in
the exercise of the duty, function and authority of the Board of Commissioners and the
Board of Directors, without curtailing the authority of the General Meeting of
Shareholders to carry out its rights in accordance with the articles of association and laws
and regulations, including the replacement or termination of the members of the Board of
Commissioners and or the Board of Directors.
Code Provisions
1. Decision made in General Meeting of Shareholders must be conducted properly and

transparently by considering matters necessary to safeguard the long term interest of a

company, including but not limited to:

1.1. Members of the Board of Commissioners and the Board of Directors appointed in
the General Meeting of Shareholders shall consist of individuals that are fit and
proper for the company. For a company with a Nomination and Remuneration
Committee, the appointment of the members of the Board of Commissioners and
the Board of Directors shall take into account the opinion of the committee that
was rendered by the Board of Commissioners to those having the right to
nominate the candidates to the General Meeting of Shareholders.

1.2. Approval on report submitted by the Board of Commissioners and the Board of
Directors shall consider the quality of the report that relates to GCG.

1.3. For a company with an Audit Committee, the appointment of an external auditor
shall consider opinion of the committee rendered to the Board of Commissioners;

1.4. In circumstance where the articles of association and or the laws and regulations
require a decision of the General Meeting of Shareholders regarding certain
matters related to the company’s business, any decision made shall consider the
proper interest of stakeholders;

1.5. Decisions regarding the appropriation of bonuses, gratification and dividends shall
take into account the company’s financial condition;
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2. The General Meeting of Shareholders shall be held in accordance with the interest of
the company and by observing the articles of association and laws and regulations, and
with a proper preparation, to enable the adoption of a valid decision. For such purpose:
2.1. The shareholders shall have the opportunity to propose an agenda item for the

General Meeting of Shareholders in accordance with laws and regulations;

2.2. The notice for a General Meeting of Shareholders shall include information
regarding the agenda, date, time and venue of the General Meeting of Share-
holders;

2.3. the material of each agenda item included in the notice for the General Meeting of
Shareholders shall be available at the company’s premises as from the day the
notices for General Meeting of Shareholders are made until the day the General
Meeting of Shareholders is held, to enable the shareholders to participate actively
in the General Meeting of Shareholders and cast a responsible vote; If such
material is not yet available at the time the notice was made, then the material
shall be made available before the General Meeting of Shareholders is held;

2.4. Other explanations regarding the agenda of the General Meeting of Shareholders
may be given before and or at the time of the General Meeting of Shareholders;

2.5. The minutes of the General Meeting of Shareholders shall be available at the
company’s premises, and each company shall provide the facility that enables the
shareholders to read the minutes;

3. The conduct of the General Meeting of Shareholders is the responsibility of the Board
of Directors. For such purpose, the Board of Directors shall prepare and conduct the
General Meeting of Shareholders properly and by taking into account items 1 and 2
above. In condition that the Board of Directors is unable to conduct the General
Meeting of Shareholders, then the convening of the General Meeting of Shareholders is
conducted by the Board of Commissioners or shareholders in accordance with laws and
regulations and the articles of association;

. Board of Commissioners and Board of Directors

Principles
The management of a limited liability company in Indonesia is adopting a two board
system, namely the Board of Commissioners and the Board of Directors, each of which
has a clear authority and responsibility based on their respective functions as mandated by
the articles of association and laws and regulations (fiduciary responsibility). Yet, they
both have the responsibility to maintain the company sustainability in the long term. Ac-
cordingly, the Board of Commissioners and the Board of Directors must have the same
perception regarding the company’s vision, mission and values.

Code Provisions

1. The mutual responsibility of the Board of Commissioners and the Board of Directors in
maintaining the company’s sustainability in the long term shall be reflected in:
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1.1. An effective and efficient implementation of the internal control and risk man-
agement;

1.2. The achievement of an optimum return for shareholders;

1.3. Proper protection of stakeholders’ interest;

1.4. A fair and proper succession to ensure the management sustainability within all
lines of the organization.

2. Aligned with the company’s vision, mission, and values, both the Board of Com-
missioners and the Board of Directors shall agree on the following matters:

2.1. A long term plan, strategy, and annual plan and budget;

2.2. The policy to ensure the company’s compliance with laws and regulations and the
articles of association, and to prevent all kinds of conflict of interest;

2.3. the policy and method of evaluating the performance the company, the units within
the company and its personnel;

2.4. An organization structure up to one level under the Board of Directors which can
support the achievement of the company’s vision, mission and values.

C. Board of Commissioners
Principles
The Board of Commissioners as an organ of the company shall function and be re-
sponsible collectively for overseeing and providing advices to the Board of Directors and
ensuring that the Company implements the GCG. However, the Board of Commissioners
is prohibited from participating in making any operational decision. Each of the members
of the Board of Commissioners, including the Chairman, has equal position. The duty of
the Chairman of the Board of Commissioners as primus inter pares is to coordinate the
activities of the Board of Commissioners. For the Board of Commissioners to be able to
effectively exercise its duties, the following principles shall be observed:
1. The composition of the Board of Commissioners shall enable it to make effective, right
and timely decision and to act independently;
2. The members of the Board of Commissioners must be professional that possess the
integrity and capability to enable them to carry out their function properly including
ensuring that the Board of Directors shall observe the interest of all stakeholders;
3. The oversight and advisory function of the Board of Commissioners includes the acts of
prevention, improvement, and suspension.
Code Provisions
1. Composition, Appointment and Termination
1.1. The composition of the Board of Commissioners shall be of sufficient size that
suits the complexity of the business of the company by taking into account the
effectiveness in decision making;

1.2 The Board of Commissioners may consist of Commissioners who are not originated
from an affiliated party, known as Independent Commissioner, and affiliated
Commissioners. Affiliated means having business and family relations with the
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controlling shareholders, members of the Board of Directors and other members of
the Board of Commissioners, and with the company itself. Former affiliated
members of the Board of Directors and the Board of Commissioners and the
employees of the company shall for a certain period of time, be considered as
affiliated;

1.3 The number of Independent Commissioners shall be such, so as to ensure that the
control mechanism runs effectively and in accordance with laws and regulations.
One of the Independent Commissioner shall have an accounting or finance
background;

1.4 Members of the Board of Commissioners are appointed and terminated by General
Meeting of Shareholders through a transparent process. For publicly listed
companies, state-owned enterprises, province and region- owned companies,
companies that raise and manage public funds, companies of which products or
services are widely used by public, and companies with extensive influence on
environment, the process of evaluating the candidates for the member of the Board
of Commissioners shall be conducted prior to the General Meeting of Shareholders
by the Nomination and Remuneration Committee. The appointment of an
independent commissioner shall have considered the opinion of the minority
shareholders which shall be obtained through the Nomination and remuneration
committee.

1.5 Termination of members of the Board of Commissioners shall be effected by
General Meeting of Shareholders for a reasonable cause and after the related
member of the Board of Commissioners has been given an opportunity to defend
himself or herself.

2. Capability and Integrity

2.1. Members of the Board of Commissioners shall have the capability and integrity
required to ensure that the oversight and advisory function can be carried out
properly.

2.2. Members of the Board of Commissioners are prohibited from utilizing the
company for his/her personal, family, business group and or other parties’ interests;

2.3. Members of the Board of Commissioners shall understand and comply with the
articles of association and the laws and regulations as related to their duties;

2.4. Members of the Board of Commissioners shall understand and implement the
GCG Code.

3. Role and Function

3.1. The Board of Commissioners is prohibited from participating in any operational
decision making. In circumstances where the Board of Commissioners makes
decisions regarding matters as stipulated in the articles of association or laws and
regulations, such decisions shall be made within its supervisory function, so that
decisions on operational activity shall remain the responsibility of the Board of
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Directors. The authority of the Board of Commissioners shall be carried out within
their supervisory and advisory function;

3.2. In circumstances where it is deemed necessary in the interest of the company, the
Board of Commissioners may impose sanction on members of the Board of
Directors in the form of a suspension, subject to further determination by General
Meeting of Shareholders;

3.3. In circumstances where a vacancy occurs in the Board of Directors or in a situation
as stipulated by laws and regulations and the articles of association, the Board of
Commissioners may carry out the function of the Board of Directors on a
temporary basis;

3.4. To enable the exercise of its function, the members of the Board of Commissioners,
collectively and individually, are entitled to have access to, and to obtain
information regarding the company on a timely and complete basis;

3.5. The Board of Commissioners shall have rules and guidelines set out in a charter to
ensure that its duties can be executed in an objective and effective manner. The
charter can also be used as one of the tools for performance evaluation purposes;

3.6.In performing its oversight function, the Board of Commissioners shall submit an
accountability report for overseeing the conduct of the management by the Board
of Directors in the framework of obtaining the release and discharge (acquit et
decharge) from General Meeting of Shareholders;

3.7. In carrying out its duty, the Board of Commissioners may form committees. Any
proposal from the committees shall be submitted to the Board of Commissioners
for approval. For publicly listed companies, state-owned enterprises, province and
region-owned companies, companies that raise and manage public funds,
companies of which products or services are widely used by public, and companies
with extensive influence on environment, an Audit Committee shall be established,
whereas other committees are formed as required.

4. Committees
4.1. Audit Committee

a. The Audit Committee shall function to assist the Board of Commissioners to
ensure that: (i) financial reports are presented appropriately in accordance with
the generally accepted accounting principles; (ii) internal control structure is
adequate and effective, (iii) internal and external audits are conducted in
accordance with applicable audit standards, and (iv) audit findings are followed
up by the management;

b. The Audit Committee shall review candidates for external auditors including
their remuneration, and submits its recommendation to the Board of
Commissioners;

c. The composition of the Audit Committee shall be such so that it can ac-
commodate with the complexity of the company by taking into account the
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effectiveness in decision making. For publicly listed companies, state-owned
enterprises, province and region-owned companies, companies that raise and
manage public funds, companies of which products or services are widely used
by public, and companies with extensive influence on environment, the Audit
Committee is chaired by an Independent Commissioner and the members may
consist of Commissioners and or professionals from outside the company. One
of the members should have an accounting and or finance background.

4.2. Nomination and Remuneration Committee
a. The Nomination and Remuneration Committee shall function to assist the
Board of Commissioners in determining the selection criteria for candidates of
the member of the Board of Commissioners and the Board of Directors as well
as the remuneration system;
b. The Nomination and Remuneration Committee shall function to assist the
Board of Commissioners in preparing for the candidates of the members of the
Board of Commissioners and the Board of Directors and proposing the amount
of their remuneration. The Board of Commissioners may propose the candidates
and their remuneration for approval by General Meeting of Shareholders in
accordance with the articles of association;
c. For publicly listed companies, state-owned enterprises, province and region
owned companies, companies that raise and manage public funds, companies of
which products or services are widely used by public, and companies with
extensive influence on environment, the Nomination and Remuneration
Committee is chaired by an Independent Commissioner, whilst the other
members may consist of a Commissioner and or professionals from outside of
the company;
d. The existence of the Nomination and Remuneration Committee and its work
system shall be reported to the General Meeting of Shareholders.

4.3. Risk Policy Committee
A. The Risk Policy Committee shall function to assist the Board of
Commissioners in reviewing the risk management system established by the
Board of Directors and evaluating the company’s risk tolerance;
b. Members of the Risk Policy Committee consists of members of the Board of
Commissioners, but, if necessary, professionals from outside of the company
may be appointed.

4.4, Corporate Governance Committee
a. The Corporate Governance Committee shall function to assist the Board of
Commissioners in reviewing the GCG policies prepared by the Board of
Directors and monitoring the effectiveness of the GCG practices, including
aspects related to the business ethics and social responsibility of the company;
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b. Members of the Corporate Governance Committee shall consist of the mem-
bers of the Board of Commissioners, but, if necessary, professionals from
outside of the company may be appointed;

c. If deemed necessary, the Corporate Governance Committee may be com-
bined with the Nomination and Remuneration Committee.

5. Accountability Report of the Board of Commissioners

5.1. The Board of Commissioners in its oversight function shall submit an ac-

countability report regarding its supervisory activities on the conduct of the
management by the Board of Directors in managing the company. The supervision
report of the Board of Commissioners is made part of the annual report submitted
to the General Meeting of Shareholders for approval,

5.2. Approval of the annual report and ratification of the financial report will signify

that the General Meeting of Shareholders has given a release and discharge to the
members of the Board of Commissioners as far as it is reflected in the annual
report, without minimizing the responsibility of each member of the Board of
Commissioners in the event that a crime, mistake or negligence occurs causing
damage to any third parties which cannot be indemnified by the company’s assets;

5.3. The accountability of the Board of Commissioners to the General Meeting of

Shareholders is a manifestation of the oversight accountability on the company’s
management in light of the GCG principles implementation.

D. Board of Directors

Principles

The Board of Directors as a company organ shall function and be responsible collegially
for the management of the company. Each member of the Board of Directors can carry out
its duty and take decisions in accordance with their respective assignments and authorities.
However, the execution of tasks by each member of the Board of Directors remains to be a
collective responsibility. The position of each respective member of the Board of Directors
including President Director is equal. The duty of the President Director as primus inter
pares is to coordinate the activities of the Board of Directors. For the Board of Directors to
be able to effectively exercise its duties, the following principles shall be observed:

1.

The composition of the Board of Directors shall enable it to make effective, right and

timely decisions and to act independently;

. The members of the Board of Directors must be professional that possess the integrity,
experience and capability required for carrying out their respective duties;

. The Board of Directors shall be responsible to manage the company for the purpose of
achieving profitability and ensuring the company’s sustainability;

. The Board of Directors shall be accountable for its management to the General Meeting

of Shareholders in accordance with applicable laws and regulations.

Code Provisions
1. Composition, Appointment and Termination
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1.1. The composition of the Board of Directors shall be of sufficient size that suits the
complexity of the business of the company by taking into account the
effectiveness in decision making;

1.2. Members of the Board of Directors are appointed and terminated by the General
Meeting of Shareholders through a transparent process. For publicly listed
companies, state-owned enterprises, province and region- owned companies,
companies that raise and manage public funds, companies of which products or
services are widely used by public, and companies with extensive influence on
environment, the process of evaluating the candidates for the member of the Board
of Directors is carried out by the Nomination and Remuneration Committee prior
to the General Meeting of Shareholders;

1.3. Termination of the members of the Board of Directors shall be affected by the
General Meeting of Shareholders for a reasonable cause and after the related
member has been given the opportunity to defend himself or herself;

1.4. All members of the Board of Directors shall be domiciled in Indonesia, at a place
that allows the execution of the daily management function.

2. Capability and Integrity

2.1. Members of the Board of Directors shall have the capability and integrity required
to ensure the proper execution of management function;

2.2. Members of the Board of Directors are prohibited from utilizing the company for
his/her personal, family, business group and or other parties’ interests;

2.3. Members of the Board of Directors shall understand and comply with the articles of
association and the laws and regulations as related to their duties;

2.4. Members of the Board of Directors shall understand and implement the GCG Code.

3. Role and Function

The duties of the Board of Directors shall cover 5 (five) main tasks, namely in the areas

of management, risk management, internal control, communication, and social

responsibility.

3.1. Management

a. The Board of Directors shall formulate the vision, mission, and values of the
company as well as the short and long term program of the company to be
discussed and approved by the Board of Commissioners or General Meeting of
Shareholders in accordance with the articles of association;

b. The Board of Directors shall be able to manage resources of the company
effectively and efficiently;

c. The Board of Directors shall consider the interest of the stakeholders properly;
d. The Board of Directors may delegate certain authority to the committee es-
tablished in support of the execution of its duty or to an employee of the
company to carry out a certain duty, but the ultimate responsibility shall remain
with the Board of Directors;
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e. The Board of Directors shall have work rules and guidelines set out in a
charter to ensure that its duties can be executed in an objective and effective
manner. The charter can also be used as one of the tools for appraising
performance.

3.2. Risk Management
a. The Board of Directors shall establish and implement a sound risk manage-
ment within the company covering all aspects of the company’s activities;
b. Each strategic decision taken, including the creation of new products or ser-
vices, shall carefully consider its risk exposures, ensuring appropriate balance
between the benefit and risk.
c. To ensure proper implementation of the risk management, the company shall
have a work unit or a person in charge for such function.

3.3. Internal Control

a. The Board of Directors shall establish and maintain a sound internal control system
to safeguard company’s assets and performance and its compliance with laws and
regulations;

b. Publicly listed companies, state-owned enterprises, province and region-owned
companies, companies that raise and manage public funds, companies of which
products or services are widely used by public, and companies with extensive
influence on environment, shall have an internal control function or unit;

c. The internal control function or unit shall to assist the Board of Directors in ensuring
the attainment of objectives and business sustainability by: (i) evaluating the
implementation of the company’s program; (ii) providing recommendations to
improve the effectiveness of the risk management process; (iii) evaluating the
company’s compliance with company’s regulations, implementation of GCG and
the laws and regulations; and (iv) facilitating sound coordination with external
auditor;

d. The internal control unit or the head of an internal control function shall be
responsible to the President Director or to the Director in charge for the internal
control function. The internal control unit has a functional relation with the Board
of Commissioners through the Audit Committee.

3.4. Public Relations

a. The Board of Directors shall ensure the existence of a sound communication
between the company and its stakeholders by empowering the function of a
Corporate Secretary;

b. Function of the Corporate Secretary is to ensure: (i) a sound communication
between the company and its stakeholders; and (ii) the availability of information
that is accessible to stakeholders in accordance with the proper need of stakeholders;

c. Publicly listed companies, state-owned enterprises, province and region- owned
companies, companies that raise and manage public funds, companies of which
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products or services are widely used by public, and companies with extensive
influence on environment, shall have a Corporate Secretary whose function may
also include investor relations;

d. In the event that the company does not have a separate compliance work unit to
ensure the compliance with laws and regulations, such function shall be carried out
by the Corporate Secretary;

e. The Corporate Secretary or the person who executes the Corporate Secretary’s
function shall be responsible to the Board of Directors. Report on the
implementation of the Corporate Secretary’s duty shall also be submitted to the
Board of Commissioners.

3.5. Social Responsibility

a. In preserving the company’s sustainability, the Board of Directors shall be
able to ensure the fulfillment of the company’s social responsibility;

b. The Board of Directors shall have a clear and focused written planning in
meeting the company’s social responsibility.

4. Accountability Report of the Board of Directors

4.1.The Board of Directors shall prepare a report on its management accountability
which contains, inter alia, a financial report, report on company’s activities, and
report on the implementation of GCG;

4.2. The annual report shall be approved by the General Meeting of Shareholders, and
the financial report shall be ratified by the General Meeting of Shareholders;

4.3. The annual report shall be available prior to the conduct of the General Meeting of
Shareholders in accordance with applicable provisions in order to enable the
shareholders to make an evaluation;

4.4. The approval of the annual report and ratification of the financial report shall
signify that the General Meeting of Shareholders has given a release and discharge
to each member of the Board of Directors as far as it is reflected in the annual
report, without limiting the responsibility of each member of the Board of
Directors in the event of the occurrence of a crime or fault or negligence that
causes damage to a third party which cannot be indemnified by the company’s
assets;

4.5. The accountability of the Board of Directors to the General Meeting of Share-
holders is a manifestation of the management accountability in light of the
implementation of the GCG principles.

PART V
THE RIGHTS AND ROLE OF SHAREHOLDERS

Principles
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Shareholders as owner of share capital shall have certain rights and responsibilities within the
company in accordance with the laws and regulations and the articles of association of the
company. In exercising their rights and responsibilities, the shareholders shall observe the
following principles:

1. The shareholders must be aware that in exercising their rights and responsibilities, they
shall also consider the sustainability of the company.

2. The company shall facilitate the exercise of the ownership rights and responsibilities of the
shareholders based on the principle of fairness and in accordance with laws and
regulations and the articles of association.

Code Provisions

1. Rights of Shareholders and Key Ownership Function
1.1. The rights of shareholders shall be protected and exercised in accordance with laws

and regulations and the articles of association of the company. The rights of the

shareholders shall essentially include:

a. the right to attend, express an opinion, and vote in the General Meeting of
Shareholders based on the provision that one share entitles the right of the holder to
iSsue one vote;

b. the right to obtain information regarding the company on a timely, proper and
regular basis, except with respect to confidential matters, so that the shareholders
can make a decision in relation to their investment in the company based on
accurate information;

c. the right to receive shares of profit appropriated for shareholders in the form of
dividends and other profit sharing, in proportion to the shares owned,;

d. the right to obtain full explanation and accurate information with regard to the
procedures to be met in relation to the convening of the General Meeting of
Shareholders in order for the shareholders to participate in decisions, including
those affecting the existence of the company and the rights of the shareholders;

e.in the event that there is more than one type and classification of shares in the
company, then: (i) each shareholder is entitled to cast a vote in accordance with the
type, classification and number of shares owned; and (ii) each shareholder is
entitled to obtain a fair treatment based on the type and classification of the share
owned.

1.2. The shareholders as owner of share capital shall be responsible for observing the laws
regulations and the articles of association of the company. The responsibility of a
shareholder shall include:

a. the controlling shareholder shall: (i) consider the interest of the minority share-
holders and other stakeholders in accordance with laws and regulations; and (ii)
disclose information regarding the company’s ultimate shareholders to the law
enforcement agencies, in the event that there is suspected that a violation is
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committed against laws and regulations, or when requested by the relevant
authority;

b. the minority shareholder shall be responsible for exercising its right properly in
accordance with laws and regulations and the articles of association;

c. as shareholders shall: (i) segregate the company’s asset from his/her personal asset;
and (ii) segregate his/her function as a shareholder from that as a member of the
Board of Commissioners or the Board of Directors, it that shareholder holds
position in one of the two organs;

d. in the case where a shareholder becomes the controlling shareholder in several
companies, it is necessary that the accountability and inter-company relations are
carried out clearly.

2. Responsibility of the Company against Shareholders

2.1. A company shall protect the rights it’s a shareholders in accordance with laws and
regulations and the articles of association;

2.2. A company shall maintain a register of shareholders in an orderly manner and in
accordance with laws and regulations and the articles of association;

2.3. A company shall provide information regarding the company to the shareholders, on a
timely, correct and regular basis, except with respect to confidential matters;

2.4. A company shall not favor certain shareholder by providing him/her with information
that is not disclosed to the other shareholders. The information shall be provided to all
shareholders regardless of type and classification of the shares owned;

2.5. A company shall provide full explanation and accurate information regarding the
conduct of a General Meeting of Shareholders.

PART VI
THE RIGHTS AND ROLE OF OTHER STAKEHOLDERS

Principles

Stakeholders — aside from the shareholders — are those having an interest in a company and

are directly affected by the strategic and operational decisions of the company, including

employees, resource providers, and communities particularly in which the company operates.

There should be a fair and equal relationship between a company and its stakeholders based

on law and or through mutual agreements applicable to each respective party. For a sound

relationship between a company and its stakeholders, the following principles shall be
observed:

1. a company shall ensure that there shall be no discrimination exists based on ethnic, religion,
race, group, and gender and that a fair and honest treatment in promoting the development
of employees in accordance with their respective competencies, capabilities, experience
and skills is created;
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2. A company and its resource providers shall cooperate with each other in the interest of
both parties based on a mutual benefit principle;

3. A company shall consider the public interest, particularly those of the communities in
which the company operates, and the users of products and services of the company.

Code Provisions

1. Employees

1.1. Decisions on recruitment shall be made by applying consistently the criteria and
capabilities requirement for the respective jobs.

1.2. Determination on salary, participation in training, career path and other work
requirements shall be made objectively, without discriminating any ethnic, religion,
race, gender, and physical condition, or any other circumstances protected by laws and
regulations;

1.3. A company shall have rules and regulations which clearly regulates the recruitment
system and the rights and obligations of the employees;

1.4. A company shall create a conducive working environment, including health and work
safety in order that employees can work creatively and productively;

1.5. A company shall ensure the availability of information required by employees to
allow them to perform their work through a sound communication system;

1.6. A company shall ensure that its employees shall not use the company’s name, facility
or business relationship with any external parties for their personal interest. For such
purpose, a company shall establish and maintain a system that can ensure that each
employee upholds a high standard of ethics and company values and adheres to the
applicable policy, regulation and internal procedure;

1.7. Employees and labor union within the company are entitled to express their opinions
and recommendations regarding working environment and employees’ welfare;

1.8. Employees shall have the right to report on any breach of the business ethics and code
of conduct as well as any violation against laws and regulations that occurred within
the company.

2. Resource Providers

2.1. Resource providers shall include suppliers, distributors, creditors, debtors, and any

other party that conduct business with the company;

2.2. A company shall establish rules and regulations that can ensure that any resource
provider can exercise its rights and obligations in accordance with the respective
agreements as well as rules and regulations;

2.3. Resource providers are entitled to obtain any information that are relevant to their
business relationship with the company so that each party can make decisions based
on a fair and just consideration;

2.4. Unless otherwise required by law, a company and its resource providers are obliged to
keep confidential information and protect the interests of each respective party.

3. Community and User of Products and Services
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3.1. A company shall establish rules and regulations that ensure the preservation of a
harmonious relationship with the communities, including the execution of partnership
programs and preserve the environment;

3.2. A company shall be responsible for the quality of products and services produced and
the negative impact on the safety of users;

3.3. A company shall be responsible for the negative impact that may result from its
business activities on the communities and environment in which the company op-
erates. Accordingly, the company shall convey any information to the communities
that could be affected by such company’s activity.

PART VII
IMPLEMENTATION STATEMENT OF THE CODE

Principles

Each company shall make a statement regarding the conformance of its GCG implementation

with the GCG Code in its annual report. The statement shall be supported by a report

outlining the structure and work mechanism of the company organs as well as other

important information relevant to the implementation of GCG. This statement is necessary to

enable the shareholders and other stakeholders, including the regulator, to evaluate the extent

of the application of the GCG Code within the company.

Code Provisions

1. A statement regarding the implementation of GCG and its report shall be made a part of
the company’s annual report. The statement and its report can be used simultaneously to
meet the reporting requirement of the relevant authorities;

2. In the event that the GCG Code has not been fully implemented, a company shall disclose
the non-conformance aspects and the reasons for such;

3. Report on the structure and work mechanism of the company organs shall comprise of the
following:
3.1. Structure and work mechanism of the Board of Commissioners covering:

a. names of the members of the Board of Commissioners, including their quali-
fications, whether the member serves as an Independent Commissioner or Non-
Independent Commissioner;

b. number of meetings held by the Board of Commissioners, and the individual
attendance of each member of the Board of Commissioners in the meetings;

c. mechanism and criteria used for self-assessment regarding performance of each
member of the Board of Commissioners;

d. elaboration on committees supporting the Board of Commissioners including: (i)
names of members of the respective committees; (ii) description regarding the
function and work mechanism of the respective committees; (iii) number of
meetings held by the respective committees and individual attendance of each
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member; and (iv) mechanism and criteria used for evaluating performance of the
committee.
3.2. Structure and work mechanism of the Board of Directors shall include as follows:
a. name of the members of the Board of Directors with their respective positions and
functions;
b. a brief explanation on how the Board of Directors operates, including the
mechanism for decision making and delegation of authorities;
c. number of meetings held by the Board of Directors, and the individual attendance
of each member of the Board of Directors in the meetings;
d. mechanism and criteria used for evaluating the performance of the members of the
Board of Directors;
e. statement on the effectiveness of the internal control system including risk
management, control system and internal audit.
4. Other pertinent important information regarding the implementation of GCG which are
required to be disclosed in the report shall include:
4.1. Company’s vision, mission and values;
4.2. Controlling shareholders;
4.3. Policy and amount of remuneration of the Board of Commissioners and the Board of
Directors;
4.4, Transactions with parties having a conflict of interest;
4.5. Outcome on the evaluation of GCG implementation as reported in the annual General
Meeting of Shareholders; and
4.6. Extraordinary events experienced by a company and those that might have an effect
on the performance of the company.

PART VIII
GENERAL GUIDELINCES ON GCG IMPLEMENTATION

Principles

GCG shall be implemented in a systematic and continuous manner. Accordingly, it is

necessary to have a practical guidance to be used as a reference by the company in

implementing GCG.

Code Provisions

1. In the implementation of GCG, each company shall develop its own GCG manual based on
the GCG Code and the Sectoral Code (if any). Such GCG manual shall include at a
minimum the following:
1.1. Company’s vision, mission and values;
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1.2. position and function of General Meeting of Shareholders, the Board of
Commissioners, the Board of Directors, the committees supporting the Board of
Commissioners, and the internal control system;

1.3. Policy to ensure the effective functioning of each company organ;

1.4. Policy to ensure effective accountability, effective internal control and proper
financial reporting;

1.5. Code of conduct based on company’s values and business ethics;

1.6. Instruments for disclosure of information for shareholders and other stakeholders;

1.7. Policy on improvement various the company regulations necessary for imple-
mentation of GCG principles.

2. For the effective implementation of GCG, all parties within the company are required to
participate alongside the process. For this purpose, the following phases shall be required:
2.1. Building the understanding, awareness and commitment of all members of the Board

of Commissioners and the Board of Directors, controlling shareholders, and all
employees to implement GCG;

2.2. Reviewing the company’s current state in GCG implementation and the required
corrective measures;

2.3. Developing GCG program and implementation guidance within the company;

2.4. To build a sense of belonging of all parties within the company, and an understanding
of the implementation of the GCG Code in daily activities;

2.5. Conducting self-assessment or using the service of an independent external party to

ensure continuous implementation of GCG. The outcome of such assessment shall be

disclosed in the annual report and reported in the Annual General Meeting of Shareholders.



