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Corporate Governance

A.

General Corporate Governance

The Company strictly abides by the Company Law, the
Securities Law, relevant laws and regulations set out by the
China Securities Regulatory Commission, and the Listing
Rules Governing the Listing of Secuities on the Stock
Exchange of Hong Kong Limited (“SEHK”) to continuously
improve its corporate governance and set up a modern
enterprise system. Based on the regulatory system of
Articles of Association, Rules of Procedures for Annual
General Meeting, Rules of Procedures for the Board of
Directors’ Meeting, Rules of Procedures for the Supervisory
Committee’s Meeting, Work System for the General
Manager, Regulation for Implementation of Disclosure of
Information, Management on the Use of Proceeds,
Regulation on the Controlling Shareholder, System of
Independent Directors, Rules of Procedures for the Strategic
Committee, Rules of Procedures for the Nomination
Committee, Rules of Procedures for the Audit Committee,
Rules of Procedures for the Remuneration and Appraisal
Committee, the Company established a series of normative
systems during the reporting period, including the
Management System for Investor Relations, Reporting
System for Internal Information, Rules of Procedures for
General Meetings, Rules of Procedures for Meetings of the
Board of Directors, and Rules of Procedures for Meetings
of Supervisory Committee and forms a more comprehensive
system for corporate governance and management
mechanism. These rules comply with the requirements of

the Corporate Governance Standards for Listed Companies.
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(DB EFEATRENB B. Independent Non-executive Directors and their
duties
NRAMBBUESRRBER AR - The Company has two Independent Non-executive Directors.
ERC(RRIEBRIMNER  RERE The Independent Non-executive Directors carried out their
THE SEAFTEZEIRAE duties and acted in utmost good faith and sincerity in
BEEKRNER  NEEZEMFIML accordance with the relevant laws, regulations, and the
B RARHBEEREER ¥ requirement of the Articles of Association of the Company.
MR HERIAINHREE They participated in Board Meetings and discuss major
KEALE - A FM#ETERZ - TR strategic issues of the Company. With their professional
BUER  2HEEZZESTIE- knowledge and experience, Independent Non-executive
ERRBIUGE - BAEEAEEN Directors advised the Company on its operation and
AR  HEZEBREMNGE management; provided independent advice on the impartiality
Bw o REQARBERELTERSR and fairness of connected transactions and on whether the
° Company has compiled with the waiver conditions granted

by SEHK in respect of its connected transactions; participated
in the audit committee and auditing work of the Company’s
financial statements. Independent Directors have contributed
to maintain the overall interests of the Company and the
legal rights of shareholders as a whole and promote the

development of the Company.
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(Z)AvBpEREREAR - & C. Separation of staff, asset, finance, organization

A WhB - B EHE and business scope between the Company and its

i 1 43 B DL controlling shareholder:

1 HEABHE: ARBEEBIMH 1. Staff: The Company has its own independent
B8 AERITEERE  WHl management in labour, personnel and wages, and
ETHENEERESE 85 established the relevant management system. Senior
B BERcEEaRERAR management such as general manager and deputy
AN T EEE N - Frascid general manager receives salaries from the Company.
TERREE FEREEAR A RIEE Save and except for the general manager who also
BISIBBBEAS  EthERE held the position of general manager in PEGL, there
BAEBREIERBR TR - was no other senior management who held other

position in the controlling shareholder.

2. HEEAME: AREEBMWN 2. Asset: The Company has its own independent supply,

o E EES BPEER production and sale systems, ancillary production

FMBELERE - 1F - THEE system and facilities. The Company holds intangible

B EFFRINEEREER assets such as trademark ownership, industrial rights,
NEHEE - and non-patent technology.

3 EHMBAME: RRIRMETH 3. Finance: The Company has set up its own independent
FEMr - B THEUHNEE finance department, auditing of accounts and financial
ZEBRNMBEERGE - B management systems. The Company has its own bank
SERTITRP o accounts.

4. THEIE: ARRYTES 4.  Organisation structure: The Company has set up a
REMKERR EFg % complete and healthy organisation structure. The Board
=8 NH©T RS E of Directors, Supervisory Committee and other internal
VB + DAFIE BT IR AR R gk 2B departments operate and function independently of
FizBRRBREE - each other. No duplication of duties and departmental

functions existed between the Company and the

controlling shareholder, PEGL.
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(Z)AavHERBEREEAR & C. Separation of staff, asset, finance, organization

o W BRRE - EHE and business scope between the Company and its

T W 4 BB (4F) controlling shareholder, PEGL: (continued)

5. HEBAIE: A AFEGEYT 5. Business scope: The Company has a highly
BRNEBREELELEEN - A independent and complete business and operation
RIEEIRR R EE T [FEBRF ability. The Company has signed a “Non-competition
REEMEREERZR] - @& and First Right of Refusal Agreement” with its controlling
R TRHEBRF - shareholder in order to avoid competition within the

same industry.

QIR N K- PN -REX D E Y L D. Review on the performance of senior management

] and incentive reward systems

WMEHRN - AR REEAEN During the reporting period, the Company conducted a
EAUEME  TEBESETHREZE comprehensive review on basis of duties of respective
o WIREBEEER  BEmiEREE positions and performance of senior management. Such
& - review was examined by employees’ representatives.

Incentive rewards are made according to the results of the

review.
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