China North East Petroleum Holdings, Limited
Corporate Governance Guidelines
(Adopted August 5, 2008)
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The following corporate governance guidelines have been approved by the Board of Directors (the
"Board") of China North East Petroleum Holdings, Limited (the "Company"). Along with the charters of the
Board committees applicable provisions of the Company's governing instruments, and the Nevada
Revised Statutes, these guidelines provide the foundation for the governance of the Company. The Board
may review and amend these guidelines from time to time as it deems necessary.
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1. Role of the Board and Management. & Z £ 1% 2 |2 HI(F 4

The business of the Company is conducted by its employees under the management and direction of the
Company’s President and the President's senior management team. The role of the Company’s Board of
Directors is to provide effective oversight of and strategic direction to the management of the Company,
with a view to enhancing the long-term value of the Company. The President speaks for the Company
and reports to the Board. The directors exercise their business judgment and act in what they reasonably
believe is the best interests of the Company and its stockholders.
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2. Duties and Responsibilities and Responsibilities of the Board. # 3 & [y X 4 M F 1F.

a. OQversight. In exercising its oversight function, the Board shall:
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(i) Strive to ensure that the Company operates in a legal, ethical, and socially responsible
manner; 5 iR A v ARGk TERE 1) LA A DT RN T s

(i) Select, evaluate, and offer substantive advice and counsel to the President and work with
the President to develop effective measurement systems that will evaluate and determine
the Company’s degree of success in creating long-term economic value for its
stockholders;
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(iii) Review, approve, and monitor fundamental financial and business strategies and major

corporate actions; i 7. LAEFI B LA IV BUMIZE s DL B2 A w4 T80

(iv) Oversee the Company’s capital structure and financial policies and practices;
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(v) Assess major risks facing the Company and review options for their mitigation; and
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(vi) Provide counsel and oversight on the selection, evaluation, development, and
compensation of executive officers and provide critical and candid feedback on their
successes and failures.

FERAT B HIRAT S PPAG S R f S 4RIy TS (0 A R, IS TARATT ) e S A R edie {1t
AT AT T IRIAN 23 1E K S 5

Corporate Governance. The Board will review and, if it deems appropriate, approve (i) changes
to these Guidelines that are recommended to the Board by the Nominating and Corporate
Governance Committee or any stockholder of the Company, and (ii) changes to the Charters of
Company’s Audit, Compensation and Nominating and Corporate Governance Committees that
are recommended to the Board by those Committees.
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Assessing Board and Committee Performance. The Board will annually conduct a self-evaluation
to determine whether it and its Committees are functioning effectively. The Board’s evaluation
will be facilitated by the Nominating and Corporate Governance Committee. Such evaluations
may be conducted with the assistance of appropriate internal and external advisors.
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Assessing President's Performance. Each year, the Nominating and Corporate Governance
Committee will survey the Board, on a confidential basis, regarding its assessment of the
President's performance during the preceding year. Concurrently, the President will provide a
self-evaluation of his or her performance to the Nominating and Corporate Governance
Committee. The results of this survey will be communicated to the Compensation Committee,
along with the President’s self-evaluation. The Compensation Committee will utilize these results
in its evaluation of the President’s performance and in the development of President's salary,
bonus, and long-term incentive (such as equity-based compensation) compensation. The
President's salary, bonus and long-term incentive compensation approved annually by the
Compensation Committee will be submitted to the Board for ratification by the independent
directors. In addition, the annual and long-term performance goals for the President approved by
the Compensation Committee will be submitted to the Board for ratification by the independent
directors.
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Business Conduct and Ethics. In order to maintain the highest ethical, legal, and socially

responsible conduct, the Company has established a written Code of Ethics, which the
Nominating and Corporate Governance Committee reviews periodically to ensure its compliance



with rules and regulations promulgated by the NASDAQ Stock Market LLC ("NASDAQ"), the
Sarbanes-Oxley Act of 2002 and the Securities and Exchange Commission ("SEC").
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3. Board Composition and Structure. # FH £ [ Jk A1 45

a.

Size, Classification and Selection of Members of the Board. #5523 [FIHIEL. 4> R B AT .

» The Board will periodically consider the number of directors that is appropriate for the
effective operation of the Board.
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» Each year at the Company’s annual stockholders’ meeting, the Board will recommend a slate
of nominees for election by the stockholders. In addition, the Board may fill vacancies on the
Board when necessary or appropriate. The Board’s recommendations or determinations are
based on the recommendations of, and information supplied by, the Nominating and
Corporate Governance Committee as to the suitability of each individual and, where
applicable, the slate as a whole, to serve as directors, taking into account the criteria
described below and other factors, including the requirements for Board committee
membership.
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Nomination of Proposed Directors by Stockholders. The Company's Bylaws or Nominating and
Corporate Governance Committee Charter should contain a procedure allowing for the
nomination by stockholders of proposed directors.
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Board Membership Criteria. The Nominating and Corporate Governance Committee reviews the
qualifications of proposed nominees for director to serve on the Board and recommends
nominees to the Board. The President, members of the Nominating and Corporate Governance
Committee, and other members of the Board are the primary sources for the identification of
prospective nominees. The Nominating and Corporate Governance Committee is also authorized
to retain search firms or other consultants for this purpose. The Nominating and Corporate
Governance Committee may consider proposed nominees that are identified by stockholders.
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While the Nominating and Corporate Governance Committee has no formal process for
identifying and evaluating proposed nominees, the members of the Nominating and Corporate
Governance Committee generally will review the resume of a proposed nominee and consult the
proposed nominee's personal references. The Nominating and Corporate Governance
Committee may also personally interview (and suggest that other members of the Board
interview) the proposed nominee, if the Committee considers the proposed nominee sufficiently
suitable.
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In identifying candidates for membership on the Board, the Nominating and Corporate
Governance Committee and the Board shall take into account all factors it considers appropriate,
which may include (a) Board qualifications of diversity, individuals with various and relevant
career experience, creating a Board respected within the industry and the Company's markets,
proven leaders in the communities in which the Company does business, experienced managers,
visionaries for the future of the Company's business, ability to effectively handle crises and
minimize risk, dedicated to sound corporate governance, and collegial, and (b) individual
qualifications of strength of character, maturity of judgment, independence of thought, accounting
and finance knowledge (including expertise that could qualify at least one director as an "audit
committee financial expert," as that term is defined by the rules of the SEC), technical expertise,
familiarity with the Company's business industry and competition, general business acumen,
critical thinking, local or community ties, consideration of any actual or potential conflicts of
interest posed by the proposed nominee's election as a director, and the proposed nominee's
time available to devote to Board and committee activities and to enhance his or her knowledge
of the Company's business. The Nominating and Corporate Governance Committee and Board
also may consider the extent to which the candidate would fill a present need on the Board.
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Each director will disclose any potential or perceived conflict of interest they may have to the
Chair of the Nominating and Corporate Governance Committee as well as on any issue
considered by the Board or the committee on which they serve. If a director has a conflict of
interest, he or she will not vote on the related matter and will not attempt to influence other
directors on their votes on the matter.
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Term Limits; Resignation.
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(i) Term Limits. The Board has not established term limits. While term limits could help
ensure that there are fresh ideas and viewpoints available to the Board, they have the
disadvantage of causing the loss of the contribution of directors who have been able to
develop, over a period of time, increasing insight into the Company and its operations,
and therefore provide an increasing contribution to the Board as a whole.
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(i) Resignation Policy. Management directors will offer to resign from the Board upon their
resignation, removal, or retirement as an officer of the Company. The Board will, in its
sole discretion, determine whether or not to accept such resignation.
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Additional Directorships. Directors are encouraged to limit the number of other boards of
directors (excluding non-profit boards of directors) on which they serve, taking into account
potential meeting attendance, participation, and effectiveness on these boards of directors. The
Nominating and Corporate Governance Committee and the full Board will take into account the
nature of and the time involved in a director’s service on other boards of directors in evaluating
the suitability of individual director candidates. Every director must seek the consent of the
Nominating and Corporate Governance Committee and the Chairperson of the Board to confirm
the absence of any actual or potential conflict prior to accepting any invitation to serve on another
corporate or not-for-profit board of directors or with any government or advisory group.
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Compensation of Non-Employee Directors. The Compensation Committee has responsibility for
recommending to the Board compensation and benefits for non-employee directors, if any,
including cash, equity-based awards and other compensation. In determining non-employee
director compensation and benefits, if any, the Compensation Committee may seek advice from
outside consultants and will consider (i) the amount that is adequate to compensate directors for
the time and effort attending to their obligations on the Company's Board and committees and (ii)
the compensation and benefits offered by comparable public companies to non-employee
directors. The Compensation Committee will also consider issues raised with respect to a
director's independence if compensation exceeds what is customary.
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4. Director Independence #= 3 [H i #

The Company's Board and committee composition is subject to the rules of NASDAQ, which require a
majority of the directors serving on the Board to be independent and require that the Company's Audit
Committee, Compensation Committee and Nominating and Corporate Governance Committee be
comprised entirely of independent directors. Each director will promptly inform the Chair of the
Nominating and Corporate Governance Committee or the Chairman of the Board of any change in his or
her circumstances which might compromise such director's independence or impact his or her ability to
perform Board and committee duties effectively. The Board encourages each director to frequently
assess when such changed circumstances might compromise independence.
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5. Board Meetings and Procedures. = FH & & W A2 /7

a. Board Meetings. #Ziosssil

(i) Number of Meetings; Attendance and Preparation. The Board will hold at least [four]
regularly scheduled meetings per year with additional meetings called by the Chairman of
the Board as appropriate. Directors are expected to attend all Board meetings and
meetings of committees on which they serve. Directors are also expected to review all
materials distributed prior to a meeting and to spend sufficient time preparing for each
meeting in order to properly discharge their responsibilities. A director who is unable to
attend a meeting is expected to notify the Chairperson of the Board in advance of such
meeting. Attendance at a meeting by telephone, videoconference or other means of
communication is permissible.
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(ii) Selection of Agenda ltems. The Chairperson of the Board and President should establish
the agenda for Board meetings; directors may at any time suggest that particular items
be placed on the agenda.
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(iii) Distribution of Materials. The Company will distribute written materials, including the

agenda, for use at Board meetings sufficiently in advance of meetings to permit
meaningful review. The Nominating and Corporate Governance Committee will
periodically review the information flow to Board members to strive to ensure that
directors receive the right kind and amount of information in sufficient time to prepare for
meetings.
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(iv) Attendance of Non-Directors. The Board believes that attendance of key executive
officers augments the meeting process by providing certain expertise and insight into
items that are open for discussion at certain meetings. Therefore, key executive officers
may be invited to attend Board meetings when the Chairperson of the Board or the
President believes such officers can meaningfully contribute to Board discussion.
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(v) Executive Sessions of Non-Employee Directors. The non-employee directors of the
Board will meet in executive session at each regularly scheduled Board meeting, without
any management directors and any other members of the Company’s management who
may otherwise be present, to (i) evaluate the President; (ii) review management
succession planning; and (iii) consider such other matters as they may deem
appropriate. The independent directors shall appoint one of their number to preside over
such executive sessions. The directors may meet in executive session at any time to
consider issues that they deem important to address without management present. At
least [twice] each year, only the independent directors will meet in executive session.
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Access to Senior Management/Advisors. Board members have complete and open access
to members of management and the Company’s advisors. The Board, including the independent
members of the Board, has the authority, in their discretion, to retain independent advisors, which
advisors will be compensated by the Company.
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Confidentiality. The Board believes that maintaining confidentiality of information and
deliberations is an imperative and each director is expected to recognize that imperative.
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6. Board Committees. EH LT EZ I L.

a.

Board Committees; Committee Charters. Except where Board committees have sole authority to
act as required by applicable law or NASDAQ Rules, it is the policy of the Company that major
decisions be considered by the Board as a whole. The Board has determined to constitute only
those committees that it believes are critical to the efficient operation of the Board or are required
by applicable law or NASDAQ Rules. The Board will establish three standing Committees: the




Audit Committee; the Compensation Committee; and the Nominating and Corporate Governance
Committee. The Board has the authority to establish such other committees, temporary or
permanent, as the Board deems advisable. Each of the Audit Committee, Compensation
Committee and the Nominating and Corporate Governance Committee will consist of three or
more directors, each of whom will satisfy the independence requirements set forth herein and any
additional requirements set forth in their respective charters and any other listing or regulatory
requirements. The Nominating and Corporate Governance Committee will recommend, and the
Board will designate, a chairperson of each committee.
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(i) Each committee will have the opportunity to meet in executive session in conjunction with
each of the Board’s regularly scheduled meetings.
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(i) Each of the Audit Committee, the Compensation Committee and the Nominating and
Corporate Governance Committee will have appropriate written charters. The charter of
each committee will be reviewed annually by the Board and the relevant committee.
These committee charters will be made available on the Company’s website.

(i)

HUFR ALy B R A48 S A RlVA IR D125 b A — AN BRI 38 2 10 A5 1 R
B A R ERAR LR E S MM KR A FERET . AT LR A W] i Wk EIRTG

S AR YN

b. Committee Agendas. The chairperson of each committee, in consultation with the appropriate
members of the committee and management, will develop their committee’s agenda.
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c. Board Oversight; Committee Reports. The Board is responsible for overseeing the activities of its
committees (except where such committees have sole authority to act pursuant to applicable law
or a listing standard) and for ensuring that the committees are fulfiling their duties and
responsibilities. The Board will regularly receive reports from its committees regarding their
activities and will take such actions as it deems necessary and appropriate in response to these
reports.
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7. Other Principles. H & & .



Disclosure Policy. The Board believes that it is imperative that the Company make full, fair,
accurate, timely and understandable disclosure in the periodic reports and other statements
required to be filed by the Company.
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Share Ownership by Directors and Executive Officers. The Board encourages each director and
executive officer to own stock in the Company.
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Disclosure and Review of Corporate Governance Guidelines. These Guidelines will be made
available on the Company’s website. The Nominating and Corporate Governance Committee will
review these Guidelines from time to time, but not less frequently than annually, and will report
the results of the review to the full Board.
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Attendance at Annual Meeting of Stockholders. Each member of the Board is encouraged, but
not required, to attend the Company’s Annual Meeting of Stockholders.
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Communication with Directors. Interested parties may contact an individual director, the Board or
a Board committee, by sending an email to the Corporate Secretary, Jiang Chao at
jiang.chao@cnepetroleum.com or write to the following address:
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Board of Directors

China North East Petroleum Holdings, Limited
Suite 1413, Foster Mansion, 85 Pudiang Road
Nan Gang, Harbin, China, 150010

Attn: Mr. Jiang Chao, Corporate Secretary

or

Board of Directors

China North East Petroleum Holdings, Limited
445 Park Avenue

New York, NY 10022

Attn: Mr. Jiang Chao, Corporate Secretary

71150010
IRV T I X X
T E%8551413%



I AR B A PR B A B A ] T
WARN: =l (AR

o

J%[¥10022

ML INA LT

Park Avenue 445%

HHE R IEA M A IR A A R
RN ZlE (AFR1D

Communications should specify the addressee(s) and the general topic of the communication.
The Company will review and sort communications before forwarding them.
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