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The Company recognises that the development and maintenance of a good and
solid framework of corporate governance suitable to the needs of the Group
require commitment and continuous vigilance. The Directors firmly believe that
sensible corporate governance practices is essential to vigorous but steady
growth of the Group.

To bring this about, it is necessary, firstly, to examine and review the issues which
arise on application of corporate governance practices of the Company and
where necessary and appropriate, amend such practices in light of experience
and regulatory requirements, secondly, to have an open and frank discussion
whether these corporate governance practices meet with the expectations of our
shareholders and lastly their proper application throughout the Group.

In November 2003, the Company released its “Corporate Governance Standards
and Objectives”. A year later, the Hong Kong Stock Exchange issued its “Code
on Corporate Governance Practices” (“CG Code"”) and requires issuers to issue
“Corporate Governance Report”. The CG Code will generally take effect for the
accounting periods commencing on or after 1 January 2005. The CG Code
contains Code Provisions which are expected to be complied with by the issuers
or to give considered reasons for any deviation; the Recommended Best Practices
are for guidance only, although the issuers are encouraged to comply or give
reasons for deviation.

The Stock Exchange allows issuers to adopt their own code of corporate
governance practices provided that reasons are given for any deviation from the
CG Code. On 8 April 2005, the Board approved the Company’s “Corporate
Governance Practice Manual” (“Corporate Governance Manual”); it is a product
of its experience and its deliberations on the principles enshrined in the CG
Code. The Code Provisions are statements of principles which need to be
applied; the Corporate Governance Manual incorporates almost all the Code
Provisions and includes the implementation details for the Code Provisions and
where appropriate, the Recommended Best Practices. The Corporate Governance
Manual can be downloaded from our website and copies are available on
request to the Company Secretary.

The CG Code replaced the Code of Best Practice at Appendix 14 of the Listing
Rules with effect from 1 January 2005. The Non-Executive Directors have no
fixed term of office but retire from office on a rotational basis; the Company
complied with the Code of Best Practice in all other respects.

Whilst the inclusion of this report in the Company’s annual report is in response
to the Listing Rules requirement, the preparation of such report for the year
under review, is intended to disclose to our shareholders and to invite their views
on the corporate governance practices of the Company for the year under review
and its developing practices.

FMAIZ AR AR China Resources Enterprise, Limited Annual Report 2004 3



Exg
EFeRRBREELARAEL - EFEAR - BRR
BEEEARAZREREHITE  DHfzEE-

RIEEGHAANIEZFTRERE

1. BIRTZERE  BERMBRBEZEARNEE
BERNRBEZEZXRH LM BB ROBER
BEARWEE - BE O BERERERNEREAR
s &k

4. MRRELRBRSEZREREMTHRE

RBE-TTNFE+-A=+—HLPBRFE - KRE
MAS  EFEHTRAUERAN  BREREMIFRTE

BHHA=URBYIIFNTES - EBSKE2HME
EAEER(RENS - B REIEMEAKBHEE
R MEEFHRER FFEHEESRCE 2 HTE L
MR - BREMRAUNNBRTE - ARFBES B
#%ﬂﬁ%%%ﬁfﬁﬁﬁm = BREBMYRAAF o AR
RAE - FTEB R TEFHABUNRARMAL
EEFERBERENANFREISEEELI3E - BHAEHR
TR AN R 4B B e o

Ilwsﬁ

EEREATNAX LV HESR  SEEERONES
MEREHRR  (FHEENER - IMTOERBY
FHTEENRRESTR - MEAKEXBHANE

MIES| - WIPIBIIERMITESEZF - BB m”*’\‘Jré
BEBEMA - BB LEMRAUNRE - KEMS - AR
EEBUIFNTESNLY REERI =D Z*l’
¥

ExgFRLBREARRBER (ROBEER—

R) - BEAEENPHRE - EARE (T LR
EERE) REMTEEEFSEHRENEE - JEHTT
EXZ(BRBYFATES) ERERELFESTEN
g ARALEEESRBMANESR -

EEN-_TTNFHEESSD
BEREegaNFBHNTE

BeE BRARgkE:

¥EEAME  Corporate Governance Report

THE BOARD

The Board represents shareholders in managing the Company’s affairs. The
Directors recognise their responsibilities to enhance shareholder value and to
conduct themselves in accordance with their duty of care and loyalty.

The major issues which are brought before the Board for their decisions include:

1. formulation of operational strategies and review of its financial performance
and results and the internal control system;

2. policies relating to key business and financial objectives of the Company;

3. material acquisitions, investments, divestments, disposal of assets or any
significant capital expenditure; and

4. recommendation to shareholders on final dividend and the declaration of any
interim dividends.

Composition

Save the last 2 days of the financial year ended 31 December 2004, the Board
comprised of 15 Directors including 5 Non-Executive Directors of which 3 are
independent. The relationships (including financial, business, family or other material
or relevant relationships) if any, among members of the Board are disclosed in the
Annual Report. There is no such relationship as between the Chairman and the
Managing Director. Pursuant to the requirements of the Listing Rules, the Company
has received written confirmation from each Independent Non-Executive Director of
his independence to the Company. The Company considers all of Independent Non-
Executive Directors to be independent. The list of Directors, their respective
biographies are set out on pages 38 to 43 of this Annual Report. The information is
also published on the Company’s website.

Experience

The business exposure and financial experience of the Directors enable a critical review
of the proposals put forward by and the performance of the management. The
experience and views of our Independent Non-Executive Directors are held in high
regard and contribute to the effective direction of the Group. Two of our Independent
Non-Executive Directors have appropriate accounting qualifications; this exceeds the
requirement of the Listing Rules. The Company intends to increase, in the long run, the
proportion of the Independent Non-Executive Directors to at least one-third.

Commitment

The full board meets at least 4 times a year at approximately quarterly intervals to
review the financial performance of the Group, major issues (whether or not
required by the Listing Rules) and also on other occasions when a board decision is
required. The views of Non-Executive Directors including Independent Non-
Executive Directors are actively solicited by the Company if they are unable to
attend regular meetings of the Board.

Details of Directors attendance at full Board meetings, the general meetings and
principal committee meetings held in 2004 are set out in the following table:
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EEg2EER
Full Board Meeting
ME BYFHTES
Members INED
EE
BE (F/B/RH) E=g28e3tE Chair
Date (YY/MM/DD) Nature of Full Board Meeting  person  FN SL MC QSB YB RK PS wQ zvy FK JW  XSX PC HTN  EL
04/04/07 R FN v v v v v v
04/04/29 S RK v v v v
04/05/21 S RK v v v v v
04/05/24 S RK v v v v v
04/07/22 S YB v v v v v
04/08/02 S FK v v v v
04/09/02 R SL v v v v v v v
04/09/09 S RK v v v v v
04/10/20 S SL v v v v v v
04/1118 R SL v v v v
04/12/03 S RK v v v v v
04/12/22 S RK v v v v v
04/12/30 S FN v v v v v v v v v
RRAEHFEE
Attendance at General Meetings
04/06/02 AGM 2004 FN v v v v v v v
04/08/20 EGM YB v v v v v
BITEEEER
Executive Committee Meeting
RE HEE
Members Attendees
B# (&/8/B) Ed
Date (YY/MM/DD) Chair person FN SL MC QSB YB RK FK CcL PSC ANL
04/03/01-02 SL v v v v v v v v
04/03/31 RK v v v v v v v
04/04/19 YB v v v v v v
04/05/19 RK v v v v v v v v
04/06/03 MC v v v v v v v v v
04/07/19 SL v v v v v v
04/08/03 MC v v v v v v v
04/08/30 RK v v v v v v v v v
04/09/08 YB v v v v v v v
04/11/15 RK v v v v v v v v
04/12/29 QsB v v v v v v v
EREEEE
Audit Committee Meeting
M8 — BYIHTES HEE
Members — INED Attendees
B (A R) xE
Date (YY/MM/DD) Chair person PC HTN EL PSC CL
04/04/01 PC v v v
04/04/07 PC VR v 3 bo
04/05/21 EL A ooV E&E FN  Ning Gaoning
04/11/17 EL v v v v v St QSB Qiao Shibo
#H#®  YB Yan Biao
BEE Egg% EHZ  RK Keung Chi Wang, Ralph
Nomination Committee Meeting L B RSy
TE waQ Wang Qun
HE - BuKgTES R 6Ly &7 diemgi
Members — INED Attendee B FK K,WO"Q M,a" bellr
B (B H) #BE W Jiang Wei
Date (YY/MM/DD) PC HTN EL c BLE 8K MeSieig
% PC Chan Po Fun, Peter
04/01/09 v/ v v/ v/ #AF HIN Houang Tai Ninh
FZHE  EL Li Ka Cheung, Eric
#&#  PSC  Cheung Siu Ling, Pandora
%ﬁ@ﬂ%é%?% %/iﬁi% CcL Lau Kin SI'1ing', Fhar/es
Compensation Committee Meeting JEAE ANL - Ankana Livasiri
ﬁ'\ieﬁm;f:ﬁ‘eig§$ A&tifdees gsgmg R Regu.lar Board Mee?ing
am 0 TR e e
Deita (ARIYHDID) & it L V& A3 @ K#F#F A& EGM  Extraordinary General I\Zeeting
04/01/09 v v/ v v/ v v/ BVUIHH{TES  INED Independent Non-Executive Directors
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Model Code and Code of Ethics

The interests in the Company’s securities held by the Directors as at 31 December
2004 and the extent of applications of the Model Code are disclosed in the
Directors’ Report on pages 52 to 71 of this Annual Report. On 8 April 2005, the
Company has adopted a Code of Ethics and Securities Transactions (“Code of
Ethics”) which incorporates the Model Code set out in Appendix 10 of the
Listing Rules. The prohibitions on securities dealing and disclosure requirements
in our Code of Ethics also apply to specified individuals including the Group’s
senior management and persons who are privy to price sensitive information of
the Group. Our Code of Ethics is on terms no less exacting than the required
standard set out in the Model Code.

Separate roles of Chairman and Managing Director

Except on the resignation of Mr. Ning Gaoning on 30 December 2004 as
Chairman and Director of the Company to assume other executive position on
direction of the State Council of the People’s Republic of China, and the
assumption of the chair of the Company by Mr. Song Lin as from that date, the
posts of the Chairman and the Managing Director are held separately during the
financial year ended 31 December 2004.

On realignment of Mr. Song’s duties, Mr. Chen Shulin has been appointed as the
Managing Director of the Company as from 8 March 2005 fully endorsed by the
Independent Non-Executive Directors.

The segregation of duties of the Chairman and the Managing Director ensures a
clear distinction in the Chairman’s responsibility to manage the Board and the
Managing Director’s responsibility to manage the Company’s business. The
respective responsibility of the Chairman and the Managing Director are more
fully set out in the Corporate Governance Manual.

Appointment of Directors

The Directors are aware of their collective and individual responsibilities to its
shareholders for the well-being and success of the Company. A Director has a
duty to act in good faith and best interests of the Company and needs to have
sufficient caliber and experience appropriate for the businesses of the Group.
During the year under review, the Nomination Committee comprising all
Independent Non-Executive Directors is charged with the responsibility to
consider and to assess the qualifications and character of candidates for
directorships on the Board, if any. The recommendations of the Nomination
Committee are then put forward for consideration and adoption, where
appropriate, by the Board.
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All Directors (including Executive or Non-Executive Directors) are not appointed
for a fixed term. The Board does not believe in any arbitrary term of office. The
Board will have sufficient flexibility to organise the composition of the Board to
service the needs of the Group. The Articles of Association of the Company
requires that one-third of the Directors (including Executive and Non-Executive
Directors) shall retire each year. The Directors to retire each year shall be those
appointed by the Board during the year and those who have been longest in
office since their election or re-election. A retiring Director is eligible for
re-election.

Delegation by the Board

The Board has established a number of committees to administer certain
specified functions of the Company’s affairs. The objectives of the principal
committees during the year under review are set out in “Corporate Governance
Standards and Objectives”. With the application of the CG Code and the
adoption of the Corporate Governance Manual, the respective terms of
reference (or as revised, as the case may be) are set out in full in the Corporate
Governance Manual and available on the Company’s website.

Executive Committee

Its members comprise of the Chairman, the Managing Director, the Deputy
Managing Directors, the Director responsible for Corporate Planning and
Development and the Head of Internal Audit. Its meetings are also attended by
the Group Financial Controller and the Head Legal Advisor to provide
information as required by its members.

During the year under review, the Committee met 5 times and in lieu of regular
meetings, relevant papers have been circulated to its members, the Group
Financial Controller and the Head Legal Advisor for decisions and comments.

Audit Committee

All of its members are Independent Non-Executive Directors. Two members have
appropriate professional qualifications or accounting or related financial
management expertise. Mr. Li Ka Cheung, Eric, is the Chairman of the Audit
Committee. No member of this Committee is a member of the former or existing
auditors of the Company.

The existing terms of reference of the Committee is modeled on “A Guide for
Effective Audit Committee” issued by Hong Kong Institute of Certified Public
Accountants. On 8 April 2005, the Board adopts a revised terms of reference to
conform to and to implement the principles set out in the CG Code.
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During the year under review, the Audit Committee met 5 times to conduct
quarterly review of the consolidated accounts of the Group, to review

internal audit reports and discuss with external auditors in order to give
recommendations on internal control procedures as well as to perform its other
duties set out in the applicable terms of reference.

Nomination Committee
During the year under review, the Committee comprised of all Independent Non-
Executive Directors and met on one occasion to discuss its terms of reference.

On 8 April 2005, the Board adopts its terms of reference to conform to and to
implement the principles set out in the CG Code.

Compensation Committee

During the year under review, the members of this Committee comprised of all
Independent Non-Executive Directors and met on one occasion to consider and
review its terms of reference.

On 8 April 2005, the Board adopts its terms of reference to conform to and to
implement the principles set out in the CG Code.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The main elements of the Company’s remuneration policy are:

e no individual should determine his or her own remuneration;

e remuneration should be broadly aligned with companies with whom the
Company competes for human resources;

e the Company should aim to design policies that attract and retain executives
needed to run the Group successfully and to motivate executives to pursue
appropriate growth strategies whilst taking into account performance of the
individual and the Group shall avoid paying more than is necessary for such
purpose;

e remuneration should reflect performance, complexity and responsibility of the
individual; and

the remuneration package will be structured to include salary, bonus and
share options or share schemes to provide incentives to Directors and senior
management to improve their individual performance.
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ACCOUNTABILITY AND AUDIT

The Directors are responsible for overseeing the preparation of the accounts of
each financial period. The financial statements are prepared and presented to
enable a clear and balanced assessment of its financial position and prospects of
the Group.

Regular management reports on the financial position and prospects of each
business unit of the Group are reviewed by the Executive Committee to enable
the Board to make an informed assessment of the performance of the Company.

Since November 2002, to enable the shareholders to appraise the operations and
performance of the Group, the Group has been releasing quarterly financial
highlights and operating review, generally within 2 months from the period

end date.

The Board has the overall responsibility for maintaining an adequate system of
internal controls. The Internal Audit Department has been conducting regular
review of the system’s effectiveness and reports to the Managing Director, the
Board and the Audit Committee on its material findings.

The functions of the Internal Audit Department are set out in full in the
Corporate Governance Manual.

During the year under review, the performance of the external auditors of the
Company has been reviewed and in considering the proposal for reappointment
of the external auditors, the Company has taken into account the audit fees paid
to the Company’s external auditors amounted to approximately HK$13.6 million
(2003: approximately HK$13.4 million); fees related to non-audit services
including fees for review of interim report and tax services amounted to
approximately HK$1.2 million (2003: approximately HK$3.4 million).

FMAIZ AR AR China Resources Enterprise, Limited Annual Report 2004 3



EEER
AARHARFRE AL NEE - FRRBIEE
RIAKIIEE AR ERHAT - RS B ERRA
FOENRE  FRATHAERNEERRBIEY
8 -

BPGE REMERE]NTRETRANR - @i
L2 EE  WEBRRMARA T —SRERE
LEER - AARIABLMRUAREARARAEENE
£ HEAREEREZENHITE  HARTFNEBA L
BELEMALRENELE - ARFEFFHBMA  E
HER - ATHRBEOBR - RIFEEBCR - AR
BEMMNSEME  SRESSEDE - siitmE - =
BREEMEBRENCEREINERY  #RAEDEE
BRRERSITENER -

BRI - REE FEBHRRZST - WAl AR
FMRELESERARREEEAERNEN - ERA
TINFEUEAHERENTA  ATBRARMERR °

EREEBD
EFprE
R A5 Ak

B —ZTRFMWANE

¥EEAME  Corporate Governance Report

CORPORATE COMMUNICATIONS

The Company is committed to a policy of open and regular communication and
fair disclosures of information to its shareholders. Accurate and fair disclosures
are necessary for shareholders to form their own judgment on the operation and
performance of the Group.

There are considerable discussions on the subject of “selective disclosures”. This
is the provision of information to certain market participants before they are
generally available to the shareholders and the general public. The Company is
aware of its obligations under the Listing Rules. It recognises that some investors
and analysts have more and active interests than others in the affairs of the
Company. The Company maintains a policy of open and regular communication
and fair disclosure. Based on this policy, legitimate questions arising from
generally disclosed information deserves a reasonable reply; the Corporate
Planning and Development Department is responsible for investor relationship
functions and will respond to such shareholders’ and analysts’ enquiries.

Our website provides our shareholders, investors, our existing and prospective
partners and counterparties with information on the Company’s corporate
governance practices. Any party who desires to have hard copies of information
maintained at our website may write to the Company Secretary for copies.

By order of the Board
CHEN SHULIN
Managing Director

Hong Kong, 8 April 2005
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