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General Corporate Governance

The Company strictly abides by the relevant laws and
regulations including the Company Law, the Securities Law,
documents in respect of corporate governance and proper
operation issued by China Securities Regulatory Commission
and the requirements of the Listing Rules of the Stock
Exchange of Hong Kong and Shanghai Stock Exchange to
continuously improve its corporate governance, set up a
modern enterprise system and standardize the operation of
the Company. With a series of normative regulations and
system, the Company formed a more comprehensive system
for corporate governance and management mechanism which
was in compliance with the requirements of the Corporate
Governance Standards for Listed Companies.

The Company had amended parts of the Articles of
Association in accordance with the requirements of rectifying
report of inspection of the Company by the end of 2003 and
it was passed at the General Meeting on 12 May 2004. The
Company elected the members of the fifth Board of Directors
at the Annual General Meeting held on 12 May 2004. In the
new Board of Directors, independent directors represented
one-third of the total number of directors, one of which had
the qualification of registered accountant in compliance with
the relevant regulations of the China Securities and Regulatory

Commission.
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duties

The Company has three Independent Non-executive Directors.
The Independent Non-executive Directors diligently carried
out their duties in accordance with the relevant laws,
regulations and the Articles of Association of the Company.
They participated in Board Meetings for the decision-making
on material events. With their professional knowledge and
experience, Independent Non-executive Directors advised the
Company on its operation and management; provided
independent opinion on the impartiality 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 work

of audit committee auditing the Company’s financial
statements. Independent Directors have contributed to protect
the overall interests of the Company and the legal rights of
shareholders as a whole and promote the development of
the Company.

2. BWUERSMEBEGH BN (2) The attendance of independent directors at Board

W Bt meetings
FERESM
BUEEKSR ESERN HAHE(R) ZEHE(X) BRE (R)
Required
Name of attendances at Attending in Attending by Absence
independent directors the Board meetings person (times) proxy (times) (times)
& & Wan Hui 6 6 0 0
£ B Cai Liang Lin 3 2 1 0
5 42 Ma Chung Lai, Lawrence 3 3 0 0
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Independent Non-executive Directors and their

duties (Continued)

The descending opinions of independent directors on the
relevant matters of the Company

During the reporting period, the independent directors of
the Company had not proposed any descending opinions to
the resolutions of the Board of Directors and other meetings
for the year.

The Company had appointed adequate number of
independent non-executive directors. Three independent non-
executive directors have been appointed since 12 May 2004,
representing one-third of the total number of the directors in
the Board of Directors.

Separation of the Company’s staff, asset, finance,
organization and business from its controlling

shareholder

Staff: The staff of the Company are independent from the
controlling shareholder. The Company has independent
management in labour, personnel and wages, and established
the relevant management systems. Senior management
members such as general manager and deputy general
manager receive salaries from the Company. Save for the
position of director, they hold no other positions in the
controlling shareholder.
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Separation of the Company’s staff, asset, finance,
organization and business from its controlling

shareholder, PEGL: (continued)

Asset: The Company has its own supply, production and sale
systems, ancillary production system and facilities. The
Company holds intangible assets such as trademark
ownership, industrial property right, and non-patent
technology.

Finance: The Company has set up its own finance department
and accounting system. The Company has its own bank

accounts.

Organisation structure: The Company has set up a complete
organisation system. The Board of Directors, Supervisory
Committee and other internal departments operate and
function independently of each other. No duplication of duties
and departmental functions exists between the Company and
the controlling shareholder.

Business scope: The Company has a highly independent and
complete business and operation ability. The Company has
signed a “Non-competition and First Right of Refusal
Agreement” with its controlling shareholder in order to avoid
competition within the same industry.

Review on the performance of the senior

management and incentive systems

During the reporting period, the Company conducted a
comprehensive review on basis of duties of respective
positions and performance of the senior management. Such
review was examined by employees’ representatives. Incentive

rewards are made according to the results of the review.
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