V. V.S CHINA GAS HOLDINGS LIMITED

Directors’ Report & & i 1 =&

The directors present their annual report and the audited HHEGHNRERERE _ZZAF -H =1T—H
financial statements for the year ended March 31, 2005. E AR 3 2 A R R o AR A I R -
PRINCIPAL ACTIVITIES FEEW

The Company acts as an investment holding company. The AN T B — B B w0 H EHHE A F
activities of its principal subsidiaries and an associate are Ko g 7 s @ 2 6T 4y A RS A S i R B T 7 I
set out in notes 17 and 18, respectively, to the financial 18 -

statements.

RESULTS AND APPROPRIATIONS ES 9 3 IS E S

The results of the Group for the year ended March 31, 2005 AEEBE _FEREA =+ —HIEFEZ
are set out in the consolidated income statement on page FEAHNFO0H 2 5 A e as 3. -

60.

No dividend was paid during the year. AR R SN AT IR B S,

FINANCIAL SUMMARY W 5 1

A summary of the results and of the assets and liabilities of AR T B K AR B BOAR B 2 SE A R
the Group for the past five financial years is set out on page B MRS 139 -

139.

PROPERTY, PLANT AND EQUIPMENT EBN N &

Movements in the property, plant and equipment of the AL BARRNT Y BT RN 2
Group and the Company during the year are set out in note R e

15 to the financial statements.

MAJOR PROPERTIES FEY %

Details of the major properties of the Group at March 31, AEEPR _EEAFE A T —HZFEYE
2005 are set out on page 140. FEE HOR S 1408 o
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SHARE CAPITAL AND WARRANTS

Movements in the share capital and outstanding warrants of
the Company are set out in note 30 to the financial
statements.

On September 28, 2004, pursuant to agreements made
between the Company and two independent investors,
260,000,000 warrants were issued at a price of HK$0.01 per
warrant. Each of the warrants will give the holder the right to
subscribe in cash for one share of the Company at an inifial
subscription price of HK$0.66 per share of HK$0.01 of the
Company at any time from the date of issue thereof up to
and including September 27, 2009.

During the year, 170,000,000 warrants were exercised and
170,000,000 ordinary shares of HKS$0.01 each in the
Company at a price of HK$0.66 per share were issued. At the
balance sheet date, the Company had outstanding
90,000,000 warrants. Exercise in full of such warrants would
result in the issue of 90,000,000 additional shares.

RESERVES

Movements in the reserves of the Group and the Company
during the year are sef out in the consolidated statement of
changes in equity on page 64 and note 31 fo the financial
statements, respectively.

POST BALANCE SHEET EVENTS

Details of the significant events occurring after the balance
sheet date are set out in note 46 to the financial statements.
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DIRECTORS

The directors of the Company during the year and up to the
date of this report are:

Executive directors

Mr. Li Xiao Yun
Mr. Xu Ying

Mr. Liu Ming Hui
Mr. Zhu Wei Wei
Mr. Ma Jin Long

Non-executive directors

Mr. Feng Zhuo Zhi (appointed on May 20, 2005)

Mr. Wu Bang Jie (resigned on May 20, 2005)

Independent non-executive directors

Mr. Zhao Yu Hua
Dr. Mao Er Wan
Ms. Wong Sin Yue Cynthia

In accordance with the provisions of the Company’s Bye-
laws, Mr. Feng Zhuo Zhi, Mr. Zhao Yu Hua and Mr. Zhu Wei Wei
shall retire and, being eligible, offer themselves for re-
election.

The term of office of each non-executive director or
independent non-executive director is the period up to his
retirement by rotation in accordance with the above clause
of the Company’s Bye-laws.

No director proposed for re-election at the forthcoming
annual general meeting has a service confract which is not
determinable by the Group within one year without payment
of compensation (other than statutory compensation).
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES

As at March 31, 2005, the interests or short positions of the
directors and chief executives of the Company in the equity
or debt securities and underlying shares of the Company or
its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance ("SFO")) which (a)
were required to be notified to the Company and the Stock
Exchange of Hong Kong Limited ("Stock Exchange”)
pursuant fo Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which the directors were taken or
deemed fo have under such provisions of the SFO); or (b)
were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) were
required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in
the Rules Governing the Listing of Securities (the “Listing
Rules”), to be notified to the Company and the Stock
Exchange were as follows:

(a) Ordinary shares of HK$0.01 each of the Company (the
"Shares”)

Name of director

HR L

Mr. Liu Ming Hui ("Mr. Liu™)
BIWIRE e A (TRISe4 )

L: Long position
S: Short position

T 3 RAT B RO By 2 HE AR

RoEEAFE=ZH=+—H > #HHERTEAER
T A2 ) E R (i 0 S B e ] ([
I BN BRG] SBXVIER 2 W F) 2 BeA S B
ik 7 AR B S A7 v B AT (o) AR i T S 0 B ok 191
SEXVIRES 7 K 5 843 Hl o JEURN €1 AR % R I A U
DG (TH2E T )) 2 Rt SUE A (RLIE AR 9%
i 7 ) B A0k 91 A ] 0k S % o O 2 RO A
WA 2 HEai SUE ) 5 B (o) IR RS IR KO B R
151 55 35216k B 7€ 0 ZH 51 N 5% Ak A1) e 4 2 8w i
W R s A 5 B (c)RIEE S i sl ([ E
AL Pl BT A HE AT R R O 2R
e ST JU) 0 JRUE AR 2 W) B S B 2 i 0
LU

() A% 2% ] 45 i 7 (0.0 W5 75 2 % 4 ik (g
B

Approximate
percentage or
attributable

Number of
attributable

Nature number percentage of
of interest of Shares held shareholdings
(%)
A FrREWEA) H 4 b
RE A5 B Zr e SR E 4 (%)
Personal 375,000,000 (L) 16.71
PN 180,000,000 (S) 8.02
(Note)
(KfaE)
L RAH
S: A
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (Continued)

(a) Ordinary shares of HK$0.01 each of the Company (the
"Shares”) (Continued)

Note:

Pursuant to the sale and purchase agreement dated
March 8, 2005 (the “Sale and Purchase Agreement”),
Mr. Liu has agreed to sell an aggregate of
190,000,000 Shares to Hai Xia Finance Holdings
Limited ("Hai Xia”). As at March 31, 2005, the sale and
purchase of 10,000,000 Shares has been completed.
Details of the Sale and Purchase Agreement are set
out in the announcement of the Company dated
March 9, 2005.

These 375,000,000 Shares represent 195,000,000
Shares beneficially owned by Mr. Liu and 180,000,000
Shares agreed to be delivered to Hai Xia pursuant to
the Sale and Purchase Agreement.

(b) Share options

Number of

options

Name of director held
(Note)

T A I e R

HEER HH
(B 7%)

Li Xiao Yun 5,000,000
EINE 5,000,000
Xu Ying 95,000,000
e 95,000,00017%
Mr. Liu 135,000,000

Bk

135,000,0001%

I3 AT BN B 2 RE R (4)

(Q) 772 4% BT (50,019 76 2 % 48 It (T

#1) (4

Mrat o MBPER_ZZAFHANHFELZH
Bk (TEE WD > BUELEER
i) VA G G 2 TR B A ) (T ))
# 4 1:190,000,000/8 B fiy = 7 =%
THFE A -+ —HEZHEH
10,000,000/ Bt iy - 2 Wik 2 7 1
AR AT ZFEREAEZAILAE T
BWZ N e

i% % 375,000,000 i 43 )5 4 th 215
4 45 B A 2 195,000,000 A% 13 &
MR B sk T s A i e 2
180,000,000/ e i3

O 13

Number of

Nature of interest underlying shares

il 2 PR A BR e A 2 B

5,000,000
5,000,000

Beneficial owner

i B

95,000,000
95,000,000

Beneficial owner

T A A

135,000,000
135,000,000

Beneficial owner

JEE L ZSPN
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T 3 KT BB B 2 RE AR (4)

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (Continued)

(b) Share options (Continued) (b) WEIHE ()

Number of
options Number of
Name of director held Nature of interest underlying shares
(Note)
Fr A R R
HRA BH HE 75 PR HH B R4 # H
(FtE)
Zhu Wei Wei 10,000,000 Beneficial owner 10,000,000
KA 10.000,0001; Haw A A 10,000,000
Ma Jin Long 9,240,711 Beneficial owner 9,240,711
Joy ik 9,240,711 4% T A A 9,240,711
Wu Bang Jie 3,000,000 Beneficial owner 3,000,000
R 3,000,00013 JEETE/ ZEDN 3,000,0001
Zhao Yu Hua 1,700,000 Beneficial owner 1,700,000
i #E 1,700,000 A A 1,700,000
Mao Er Wan 1,700,000 Beneficial owner 1,700,000
BE 1,700,000 Haw A A 1,700,000
Wong Sin Yue Cynthia 1,700,000 Beneficial owner 1,700,000
wAGE 1,700,000 T A N 1,700,000
262,340,711 262,340,711
Note: The share options were granted under the share Mfat - ZEWERE IR A A AR R E =

option scheme adopted by the Company on
February 6, 2003 and the holders thereof are entitled
to subscribe for Shares at an exercise price and

exercise period as disclosed in the section headed

“Share Options” below.

ET N AR R RE R B
FORR A NI R ST B | — B it
AT AR B AT ) B o
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES (Continued)

Save as disclosed above, as at March 31, 2005, none of the
directors nor the chief executives of the Company had or
was deemed to have any interests or short positions in the
equity or debt securities and underlying shares of the
Company or its associated corporations (within the meaning
of Part XV of the SFO) which (a) were required fo be notified
fo the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which the directors were taken or deemed to
have under such provisions of the SFO); or (b) were required,
pursuant to section 352 of the SFO, fo be entfered in the
register referred to therein; or (c) were required, pursuant to
the Model Code for Securities Transactions by Directors of
Listed Companies contained in the Listing Rules, to be
notified fo the Company and the Stock Exchange.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the section headed "Directors’ and
Chief Executives’ Interests in Shares” above, at no time during
the year was the Company or any of its subsidiaries a party
fo any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.

SHARE OPTIONS

Particulars of the Company’s share option scheme are set
out in note 44 to the financial statements.
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SHARE OPTIONS (Continued) I HE ()

The following table discloses movements in the Company’s 3P AS N F R A N 2 A
share options during the year:

Number of share options

il I i
Exercise ~ Outstanding Granted Exercised Lapsed Outstanding
price at during during during at
Name Exercisable period per share  April 1, 2004 the year the year the year March 31, 20%2
—RRNE CRBNE
- i1 MAH—H B =A=1—H
4 g fifif MATHE  ORERRE O RMERTE O REREN W A AT
HKS (Nofe 33
e (Hfat3
Directors
Li Xiao Yun 9.1.2004 to% 1.8.2014 0.80 5,000,000 - - - 5,000,000
ZNE
Xu Ying 9.1.2004 to% 1.8.2014 0.80 5,000,000 - - - 5,000,000
e (Note 1 ; 0.71 - 90,000,000 - - 90,000,000
(Ktak1
Mr. Liu 9.1.2004 to% 1.8.2014 0.80 5,000,000 - - - 5,000,000
B (Note 1 f 0.71 - 130,000,000 - - 130,000,000
(HtaE
Zhu Wei Wei 9.1.2004 to% 1.8.2014 0.80 4,000,000 - - - 4,000,000
ff (Nofe 2; 0.71 - 6,000,000 - - 6,000,000
(HHaE2
Ma Jin Long 9.1.2004 to% 1.8.2014 0.80 9,240,711 - - - 9,240,711
Wu Bang Jie* 9.1.2004 to% 1.8.2014 0.80 2,000,000 - - - 2,000,000
A (Note 2; 071 - 1,000,000 - - 1,000,000
(Ktat2
Zhao Yu Hua 9.1.2004 to% 1.8.2014 0.80 1,000,000 - - - 1,000,000
£ 1.1.2005 to % 10.5.2014 0.71 - 700,000 - - 700,000
Mao Er Wan 9.1.2004 to% 1.8.2014 0.80 1,000,000 - - - 1,000,000
Ecn 1.1.2005 to % 10.5.2014 0.71 - 700,000 - - 700,000
Wong Sin Yue 9.1.2004 to% 1.8.2014 0.80 1,000,000 - - - 1,000,000
Cynthia 1.1.2005 to % 10.5.2014 0.71 - 700,000 - - 700,000
# A 4
33,240,711 229,100,000 - - 262,340,711
Other employees  9.1.2004 to% 1.8.2014 0.80 88,000,000 - (5,780,000) (1,100,000) 81,120,000
Al & %of; 22; 0.71 - 166,300,000 - - 166,300,000
i

88,000,000 166,300,000 (5.780,000) (1,100,000) 247,420,000

121,240,711 395,400,000 (5,780,000) (1,100,000) 509,760,711

* Resigned as a director of the Company on May 20, 2005.
Y OB SEEAEAFENLHA A HBATAAL A
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SHARE OPTIONS (Continued)

Noftes:

The exercisable period is from November 22, 2004 to October 5,
2074.The exercise of the options will be subject to the condition
that the consolidated net asset value of the Company and its
subsidiaries which shall be certified by the auditors appointed
by the Company as at the date of the exercise of the options
being not less than HK$1 billion.

The original exercisable period was July 1, 2005 to October 5,
2014. Pursuant to a resolution passed in the board of directors
meeting held on March 20, 2005, the exercisable period is
changed to the period from March 20, 2005 to October 5, 2014.

The closing price of the Company’s shares immediately before
October 6, 2004, the date of grant, was HK$0.71 per share.

The fair value of the options granted in the current year
measured at the date of grant on October 6, 2004 was HK$0.51
per option. The following significant assumptions were used fo
derive the fair value using the Black-Scholes option pricing
model:

i an expected volatility of 59% based on historical volatility;

ii. no annual dividend; and

ii. the estimated expected life of the options granted during
the year is 10 years. The corresponding 10 years Hong
Kong Exchange Fund Notes interest rate at the date the
options were granted was 4.32% per annum.

For the purposes of the calculation of fair value, no adjustment
has been made in respect of options expected to be forfeited
due to lack of historical data.

The Black-Scholes option pricing model requires the input of
highly subjective assumptions, including the volatility of share
price. Because changes in subjective input assumptions can
materially affect the fair value estimate, in the directors’ opinion,
the existing model does not necessarily provide a reliable
single measure of the fair value of the share options.
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SUBSTANTIAL SHAREHOLDERS

As at March 31, 2005, so far as was known to the directors
and the chief executives of the Company, the following
persons, other than a director or chief executive of the
Company, had an inferest or short position in the shares and
underlying shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or who were, directly or indirectly, interested in 5%
or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general
meetings of the Company or any other members of the

Group:

Name of shareholder Capacity

JBe 5 4 4y

Hai Xia (Note 1) Beneficial owner

e (B AET) HEam A A

China Petroleum & Chemical Beneficial owner
Corporation JEETE SN

o B A T A BR A A

Madam Xu Xau Lan (Nofe 2) Deemed Interest

WETE L (B at2) HLVEHE 22

L: Long position
S: Short position

EX 33

PEARN R RATHAREITAN > B TR
=H=F—H > FIIAL RRRZEF ST
BAERII) W8 e A5 KA BRI v 0 A7 AR R 8 0 S
) B R0 25 XV IR 5 2 B 35 303 I 2 Ak ST ZE 1) A
0N F PR 2 RE AR U R o BCE P R ] M 5%
s DA b 2 AR B A T 8 (B A AE — D0 DL T
TR ARy ) B A 4 AT Ao A B H 2 B 2 RO
g ERERHER])

Number or Approximate
attributable number percentage or
of shares held attributable percentage
or short position of shareholdings
(%)
FAT SREAG Z TR EA T 4 L
JBe i 9 B S SR REAG T 43 Lo
340,000,003(L) 15.15
150,000,003(S) 6.68
210,000,000(L) 9.35
510,000,000(L) 22.72
180,000,000(S) 8.02
L RAE
S - HA
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SUBSTANTIAL SHAREHOLDERS (Continued) FER 4)

Notes: o

(1) On March 8, 2005, a sale and purchase agreement was entered ) AZREFERFEZHINE > kB 5477 —
into between Hai Xia and Mr. Liu. Pursuant fo which Mr. Liu has THE ko PRUL - B AR R R D B I O 0 R]
agreed to sell and Hai Xia has agreed to purchase 190,000,000 7 i B 190,000,000 & > B H I 4 koo
Shares from Mr. Liu in five tfranches for a cash consideration in 17 > B4 E4(5330,000,000% 7T » 38 5wk
an aggregate amount of HK$330,000,000. Details of the IR AN T ZFEAAEZ A UR B A
transaction was set out in the announcement of the Company W e R FEFHE-H=+—H > Hf
dated March 9, 2005. As at March 31, 2005, sale and purchase 10,000,000/ tyz HE X HEHEM - HE
of 10,000,000 Shares has been completed, the outstanding Ji& 133 2 % %8 %4 180,000,000/ °
number of share to be sold and purchased is 180,000,000
Shares.
The 340,000,003 Shares represented 160,000,003 Shares %55 340,000,003 5 B 73 T 4 H 16 0k B 55 HEH 2
beneficially owned by Hai Xia and 180,000,000 Shares agreed 160,000,003 i 8 53 K it e [1] 55 1% 7 1] %) 9 2
to be acquired by Hai Xia from Mr. Liu. A 2 180,000,000 i f73 -

(2) Madam Xu Xau Lan is the spouse of Mr. Liu, the managing (2) BFFML L RAN A #E S BB EEZR
director of the Company. 18 -
The 510,000,000 Shares represented 195,000,000 Shares #%%:510,000,000 % B 7 5 46 B B e A Lt HE
beneficially owned by Mr. Liu, 135,000,000 share options granted 2. 195,000,000/ &y ~ &N "T85l
to Mr. Liu by the Company and the 180,000,000 Shares agreed to 135,000,000 1 i HE S AL 98 1 SC B 51 2158 2
be delivered to Hai Xia by Mr. Liu pursuant fo note 1 above. T 5 455 13 06k 2 180,000, 0008 1 4y »

(3) On February 19, 2005, a subscription agreement was entered B) RZFEHFHTILHE » AL A BHGAIL
into between the Company and GAIL (India) Limited in relation (India) LimitedsT sz — TR W ik - WAEH H
to the subscription of 210,000,000 new Shares of the Company Yio 5B OWE(E A M R B 0y 1158 n > 5B M
at a subscription price of HK$1.158 per new Shares. As at March 210,000,000 7 28 7 Z 8 ey = i =2 F H AR
31, 2005, GAIL (India) Limited did not hold any shares of the =H=+—H > GAIL (India) Limitedilf ft ¢
Company. Completion was taken place on May 3, 2005. BARN AL o SERR ZEFLAERTH =

H AT -

Save as disclosed herein, as at March 31, 2005, the directors bR bSO E SN s R FERAE=H =+ —

and the chief executives of the Company were not aware of H > A ) 38 2 5 AT O B AR N 2R AT o] A+

any person who had an inferest or short position in the shares A TR A B3R R TR A5 v 0 AT Bl A0 AR AR 4

or underlying shares which would fall to be disclosed to the I3 B M B ) 25 XV T 55 2 B 56 343 =2 e SC A 2

Company under the provisions of Divisions 2 and 3 of Part XV ] A s A B BR 2 R A B 8 o B 4 o Y

of the SFO, or who were, directly or indirectly, interested in 5% 5% LA b 2 AT A 5 A B A T E (KA 7 — )

or more of the nominal value of any class of share capital 15 LR A 2 ) BOA B AT AT I B A W 2 RO

carrying rights to vote in all circumstances at general Keg EREWRER) -

meetings of the Company or any member of the Group.
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Other than those set out in "Connected Transaction” below
and note 45 to the financial statements, no contract of
significance to which the Company or any of its subsidiaries
was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at
the end of the year or at any fime during the year.

CONNECTED TRANSACTIONS

On April 28, 2004, the Company issued 130,000,000 ordinary
shares of HK$0.01 each for a total consideration of
HK$84,500,000 to Mr. Liu, the managing director of the
Company.

On May 19, 2004, FEERE 2 (I AR AR (Central Asia
Natural Gas (Shenzhen) Company Limited) ([ Ei#%])
entfered into an agreement with a minority shareholder of it
R AR T A SR8 R A R A R (Huainan China Gas City Gas
Development Co., Ltd.) ("Huainan China Gas”) in relation to
the acquisition of the remaining 30% equity interests of a
non-wholly owned subsidiary-Huainan China Gas at zero
consideration. A summary of the terms of agreement is set
out in the announcement of the Company dated May 24,
2004.

On July 27, 2004, # 5i#4 5 entered into an agreement with a
minority shareholder of B M & #4344 5088 i A R R (Suizhou
Zhongran City Gas Development Limited) ("Suizhou
Zhongran”) in relation to the acquisition of the remaining
10% equity interests of a non-wholly owned subsidiary-
Suizhou Zhongran at zero consideration. A summary of the
terms of agreement is set out in the announcement of the
Company dated July 28, 2004.

EHZEEG AR

B SC T B 7 5 By | % o 5 i 3R MR Sk 45 0T i
b o ARG R 2 T A A % ) s L B 4
JI0 TSP AR A T A5t TR IR S AR A JRE AT T R ] A 280
PACRUE ONCE UL LR R DN

Il 2 52
ROEENENA AR A AL
5 55 40 6 7 91 Jc £ 967 130,000,000/ 45 1 i
{HO0.01 Jo 2 Bt fiy - #AUfH /5 84,500,000
JL °©

BEEENERAHIUA > PERREE R
D) A B A (1 r g 5 ) B 3 T v 498 3 T 4%
R IRAT IR A ([ wg Pk )) 2 D BOBRRT 5L
ek > PR 2 A R LA A O Xl O 4 e
R — VAR R T SRR A R E) 2 H R
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CONNECTED TRANSACTIONS (Continued)

On August 19, 2004, the Company entered into an
agreement with the vendor in relation to the acquisition of
the entire share capital and the shareholder loan of Great
Sun Investment Co. Ltd., which held 25% equity interest in
Xiaogan Zhenrong Gas Co., Ltd., Hanchuan Jiaxu Gas Co.,
Ltd., Yingcheng Jiaxu Gas Co., Ltd., Yumeng Jiaxu Gas Co.,
Ltd., and Xiaogan Jianxu Gas Co., Ltd., at a fotal
consideration of RMB81,600,000 (approximately
HK$77,714,000). On the same date, H a4 entered info
agreements with the vendor in relation tfo acquisition of 10%
equity interests in Hanchuan Jiaxu Gas Co., Ltd., Yingcheng
Jiaxu Gas Co., Ltd., Yumeng Jiaxu Gas Co., Ltd., and Xiaogan
Jianxu Gas Co., Ltd., at a total consideration of
RMB17,700,000 (approximately HK$16,856,000).

The independent non-executive directors confirm that the
fransactions have been enfered into by the Company in the
ordinary course of its business and in accordance with the
terms of the agreement governing such fransactions.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group accounted for less
than 30% of the Group’s turnover. The aggregate purchases
attributable to the Group’s five largest suppliers were 53% of
total purchases of the Group, with the largest supplier
accounted for approximately 19%.

At no time during the year did any director, any associate of
a director, or any shareholder, which fo the knowledge of the
directors owned more than 5% of the Company’s share
capital, have any beneficial inferests in the Group’s five
largest suppliers.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company'’s listed securities.
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PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the
Company’s Bye-laws or the laws of Bermuda which would
oblige the Company to offer new shares on a pro-rata basis
to the existing shareholders.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended
March 31, 2005 with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules on the Stock Exchange
(which has in force prior to January 1, 2005) except that the
independent non-executive directors are not appointed for a
specific ferm but are subject to a retirement by rotation and
re-election at the annual general meeting in accordance
with the Bye-laws of the Company.

The Company has received from each of the independent
non-executive directors, an annual confirmation of his
independence pursuant fo Rule 3.13 of the Listing Rules. The
Company considers all of the independent non-executive
directors are independent.

AUDITORS

A resolution will be submitted to the annual general meeting
to re-appoint, Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

On behalf of the Board

Xu Ying
VICE CHAIRMAN

July 8, 2005
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