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Corporate Governance Structure
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Electrical Transmission &

(A) CORPORATE GOVERNANCE

Transformation

Strictly following relevant laws and regulations of domestic and
overseas regulatory authorities on governance of listed companies,
the Company has constantly improved its corporate governance
structure, and also standardized its operations according to its
Articles of Association. The Company established an independent
director system quite early. In the Board of Directors election in
1998, independent directors accounted for one-third of the total
number of members of the Board of Directors. In the 2001 election,
independent supervisors were introduced in. The Board of
Directors is deeply aware that good corporate governance is of
important significance to protecting the rights and interests of
shareholders and raising the decision-making and management
level of the company. For this, it will make unremitting effortsin
the aspect. The Company has planned to constantly revise and
improve its corporate governance structure according to related
requirements of the "Governance Standards for Listed Companies'.

Existing problems: The Company has not yet set up a separate
organization for information disclosure, which is now placed in
the functional management department of the Company. The rules
of procedure need to be improved.

With reference to the documents of standardization, there are still
aspects needing to be improved in the corporate governance
structure. The Company commits that it will conscientiously make
asummary and improve them as quickly as possible.

DUTY PERFORMANCE OF INDEPENDENT
DIRECTORS

The Company's Board of Directors has established an Audit
Committee, Reward Committee and Nomination Committee. In
these specia committees, independent directors all account for the
majority and also serve the chairmen of the committees. The
independent directors took part in all meetings of the Board of
Directors of the Company, and also convened and chaired all
meetings of the special committees of the Board of Directors, and
put forward lots of constructive opinions and suggestions. The
independent directors were able to perform their duties according
to the requirements of relevant laws and regulations. They
expressed independent opinions on significant events of the
Company, safeguarding the interests of the Company and its small
investors, and earnestly performing their respective duties.

Machinery Manufacturing Company Limited
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The Company is completely separated with its controlling
shareholder in such aspects as operation, personnel, assets,
organization and financial affairs. The Company is completely
independent from its controlling shareholder in setup and operation
in such aspects as operation, personnel, assets, organization and
financial affairs, complying with the requirements of relevant laws
and regulations.

Examination and Incentive Mechanisms for Senior Managers of
the Company

A distribution system of position reward and annual risk reward is
adopted for senior managers of the Company. The position reward
is pegged to the general operating results of the Company, while
the annual risk reward is pegged to personal performance and
operating indicators shouldered.




