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Article 1

CHAPTER 1 GENERAL PROVISIONS

The Company is a joint stock limited company established in accordance with the
“Company Law of the People’s Republic of China” (“Company Law”) and the
“Special Regulations of the State Council on the Overseas Offering and Listing of
Shares by Joint Stock Limited Companies” (Special Regulations™) and other

relevant laws and administrative regulations of the People’s Republic of China
(“PRC™).

The Company was established by way of



may bring claims on matters relating to affairs of the Company in accordance
with these Articles.

Shareholders may bring actions against the Company in accordance with these






Article 19

Company to foreign investors which are subscribed for in foreign currencies
are called "foreign shares". Domestic shares which are listed within the PRC
are called "domestic listed shares”. Foreign shares which are listed outside
the PRC are called "overseas listed foreign shares”.

By approval of the company’s examination and approval department
authorised by the State Council, the total number of ordinary shares of the
Company in issue is 457,312,830 shares, including 217,440,000 state-owned
shares issued to the sponsors of the Company at the time when the Company
was established, 16,719,500 legal person shares and 33,153,330 employee
shares. As approved by China Securities Regulatory Commission, the
Company issued 150,000,000 overseas listed foreign shares in 1996 and
10,000,000 domestically listed domestic shares to the domestic public in
1997. As approved by China Securities Regulatory Commission, the
Company issued 30,000,000 domestically listed domestic shares to the
domestic public in 2001. Meanwhile, the state-owned shares of the Company
held by Shandong Xinhua Pharmaceutical Group Company Limited reduced
by 3,000,000 shares in accordance with Cai Shui Cai Qi Bian Han [2001] No.
78 issued by the Ministry of Finance. In accordance with Lu Guo Zi Chan
Quan Han [2006] No.74 issued by Shandong Provincial State-owned Assets
Supervision and  Administration Commission, Shandong  Xinhua
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This provision shall not a
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reduced, the financial assistance is provided out of the distributable profits
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Article 47 The Company shall not be liable for any loss or damage suffered by any person
as a result of the cancellation of an original certificate or the issue of a

replacement shares certificate, unless the claimant proves that the Company has
acted fraudulently.

16



(5) to receive relevant in
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If the procedures for convening, or the method of voting at, a shareholders’
general meeting or Board meeting violate the laws, administrative regulations
or the Articles of Association, or the contents of a resolution violate the

Articles of Association, shareholders sh
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If the controlling shareholder or de facto controller violates the above
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(16) to consider and decide any other matters required by law, administrative
regulations or these Articles to be dealt with in a shareholders’ general
meeting.

Article 57
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information and explanation shall include, in the case of a proposal for the
Company to merge with another, repurchase shares, reorganise its share
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identification. Proxies attending the meeting shall present their personal identity
cards and the authorization letters from the shareholder. Corporate shareholders
shall be represented by its legal representative or proxies authorized by the legal
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consider and vote on other matters. The result of a poll shall be deemed to be a
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The board of directors and the company secretary shall cooperate in the
shareholders’ general meeting convened
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Article 96 At the shareholders’ annual general meetings, the board of directors and
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the shareholders’ general meeting has been passed. His decision shall be final
and shall be announced at the meeting and recorded in the minutes of the
meeting.

Before the result of voting is officially announced, the companies,
vote-counters, scrutineers, principal shareholders and Internet service providers
involved in the shareholders’ general
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shall sign on the minutes of meetings. The minutes of meetings shall be
preserved along with the register of shareholders present, power of attorneys
for proxy attendance, and valid materials of the voting conditions online or by
other means for a term of not less than 10 years.
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Article 112

Article 113

Class shareholders shall enjoy rights and undertake obligations in accordance
with the law, administrative regulations and these Articles.

If the Company proposes to vary or abrogate the rights of any class of
shareholders, the variation or abrogation must be approved by a special
resolution of the shareholders' general meeting and by the affected class of
shareholders at a separate meeting convened and conducted in accordance with

Acrticle 85 to 89 before it may proceed.
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(12) avariation or abrogation of the provisions contained in this Chapter.

Article 114 Shareholders of the affected class, whether or not entitled to vote at
shareholders' general meetings, shall nevertheless be entitled to vote at class
shareholders' meetings in respect of matters involving the provisions of
paragraphs (2) to (8), (11) and (12) of
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conducted in a manner as similar as possible to a shareholders' general meeting.
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Subject to compliance with the relevant laws and administrative regulations,
a shareholders' general meeting may by way of an ordinary resolution
remove any director before the expiry of his term of office (but without
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referred to in sub-paragraphs
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evenly and cast for each of the candidates the number of votes
corresponding to the number of shares he holds; or he may focus his votes
on one candidate and cast for a particular candidate the total number of
votes carried by all of his shares while the number of voting rights carried
by each of his shares is the same as the number of directors to be elected; or
he may spread his votes over several candidates and cast for each of them
part of the total number of votes carried by the shares he holds while the
number of voting rights carried by each of his shares is the same as the
number of directors to be elected.

(5)Upon the exercise of his voting rights by focusing his votes on one or
several of the candidates while the number of voting rights carried by each
of his shares is the same as the number of directors to be elected, a
shareholder shall not have any right to vote for any other candidates.

(6) Where the total number of votes cast by a shareholder for one or several of
the candidates is in excess of the number of votes carried by the total
number of shares held by him, the votes cast by the shareholder shall be
inval7.9( )]3.5(y)-ndidates andc0.0rs the
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be re-counted according to the number of directors to be elected in the new
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(7) to prepare plans for the demerger, me
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Article 129

(4) Where the chairman is unable to exercise his functions and powers, he may
appoint the vice-chairman to act on his behalf.

Board meetings shall be held at least twice every year and shall be convened
by the chairman. In the event of an emergency, an extraordinary board meeting
may be convened upon a request by one-third or more of the directors or the
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association relationship. Resolutions made by the board meeting shall be
adopted by over half of the directors without association relationship. If the
number of the directors without association relationship attending the board
meeting is below 3, the matter shall be submitted to the shareholders’ general
meeting for deliberation.

Article 132(a) Subject to such exceptions as may been specified by the overseas stock

Article 133

Article 134

exchanges on which the Company’s shares are listed, a director shall not vote
on any board resolution approving any contract or arrangement or any other
proposal in which he or his associates has a material interest nor shall be
counted in the quorum present at the meeting.

A director may participate in a board meeting (including extraordinary board
meetings) by means of telephone or other telecommunication devices.
Provided that such telecommunication devices can enable all persons
participating in the meeting to hear the others clearly and to communicate
with one another, that director participating in the aforesaid manner shall be
deemed to have attended that meeting in person.

All directors shall attend board meetings in person. Any director who is
unable to attend a meeting may appoint in writing another director to attend
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Article 142

Directors or other senior officers of the Company may be appointed to act as
the company secretary. An accountant of the accounting firm employed by the
Company shall not be appointed to act as the company secretary.

Where a director is also the company secretary and an act is required to be
done by a director and the company secretary separately, that
director/company secretary may not perform the act in his dual capacity.

CHAPTER 12 COMPANY MANAGER
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Article 145

Article 146

The manager shall attend board meetings. A manager who is not a director is
not entitled to vote at board meeting.

The manger shall formulate detailed working rules for managers and
implement the aforesaid rules after they were submitted to the board of

directors and obtained its approval.
The detailed working rules for managers shall including the following

contents:

M)
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(1) toreview the regular corporate reports prepared by the board of directors
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Article 157
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and the duty not to place himself in a position where his duties and his
interests may conflict. This includes (but is not limited to) the duty:-

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

(2) to exercise his powers within the scope of his authority and not act in
excess of his powers;

@)
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(i)  where such disclosure is required by law;
(if) where such disclosure is required in the interests of the public;

(iii) where such disclosure is required in the personal interests of the
directors, supervisors, manager or other senior officers.

Article 166 A director, supervisor, manager or other senior officer shall not direct persons

56



Unless the director, supervisor, manager or senior officer with an interest make
a disclosure to the board of directors in accordance with this Article and the
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(iii) where the ordinary course of business of the Company includes money
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(5) to recover any interest accrued or which should have accrued on the
monies which should have been received by the Company from the
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PRC accounting standards formulated by the financial supervisory authorities
of the State Council.

Article 180 The Company shall prepare a financial report at the end of every financial year
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Article 188 The Company shall extract 10% of the profits into the legal reserve fund of
the Company when distributing the after-tax profits of the year. When the
accumulated amount of the corporate legal reserve fund takes up more than
50% of the corporate registered capital, there shall be no need of such
extraction.

In the event that the corporate legal reserve fund fails to make up for the
previous annual losses, the profits of the year shall be used to make up for
such losses prior to the extraction of the legal reserve fund as required in the
preceding clause.

Subsequent to the extraction of the legal reserve fund from after-tax profits, it
shall be permitted to extract arbitrary reserve fund from after-tax profits
subject to the approval of shareholders by resolution at the general meeting of
shareholders.
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After being considered and approved by the board of directors, the profit
distribution plan shall be proposed at the general meeting for shareholders’
approval. For the plan of issuing stock dividends or using reserve fund to
increase share capital discussed and reviewed by the general meeting of
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revenue and expenditure as well as
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In these Article, any reference to "a firm of accountants™ has the same
meaning as a reference to "auditors".

Article 202 The Company shall guarantee that it will provide the employed accounting
firm(s) with authentic and complete accounting documents, account books,
financial statements and other accounting materials without rejection,
concealment or false information.

CHAPTER 17 MERGER AND DEMERGER OF THE COMPANY

Article 203  Any merger or demerger of the Company shall be carried out in accordance
with a proposal which shall be prepared, and approved in accordance with the
provisions of these Articles. Upon such approval, the board of directors may
proceed in accordance with the relevant procedures to obtain governmental
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companies in existence after the demerger in accordance with the agreement
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The membership of the liquidation committee shall be determined by an
ordinary resolution of the shareholders' general meeting.

If the Company is dissolved and liquidated pursuant to the event set out in
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financial reports for the period of the liquidation. Once these accounts and
reports are verified by a registered accountant of the PRC, they shall be
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Article 218 Any amendments to these Articles which involves the "Mandatory Provisions
for the Articles of Association of Companies to be Listed Overseas”
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(3) Unless otherwise provided by law or administrative regulations, where a
matter as described in paragraph (1) of this Article is referred to
arbitration, the applicable law shall be the laws of the PRC.

(4) A decision of the arbitration body shall be final and conclusive, and shall
be binding on all parties to the dispute or claim.

CHAPTER 21 SUPPLEMENTARY ARTICLES

Avrticle 220 The Company appoints the Securities Times and Cninf  Web as the media for
publishing the corporate advertisements and other information to be

disclosed.
Article 221 These Articles of Association are written in Chinese. Provided that any other

Acrticle of Association written in any other language or of any different
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