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Major customers and suppliers

During the six months ended 30 June 2006, the Group's sales to top 5 customers
accounted for approximately 80% of its total sales; the Group’s purchase from top
5 suppliers accounted for approximately 40% of its total purchase. The Group aims
to maintain long-term relationship with reputable customers and suppliers in the
expansion of its business.

Directors’ interests in competing business

During the six months ended 30 June 2006, none of the directors of the Company
had any interest in any competing business with the Company or any of its
subsidiaries.

Directors’ and Chief Executives’ interests and short positions
in the shares of the Company

As at 30 June, 2006, the interests and short positions of the directors and chief
executive of the Company in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which any such director or chief executive was taken or deemed to have under
such provisions of the SFO) and were recorded in the register maintained by the
Company pursuant to section 352 of the SFO, or which were notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (“Model Code”) contained in the
Listing Rules, were as follows:

REQRBDEBERFZHRE Long positions in ordinary shares of the Company
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Percentage of the

Capacity and Issued Share Capital

Name Notes nature of interest Number of shares of the Company
FrEkE 1 NGIE: 3 900,000,000 72.29
Mr. Ma Jianrong Corporate interests
HRAME & 2 NGIE: £ 117,000,000 9.40

Mr. Huang Guanlin
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Note:

1. As at 30 June 2006, these shares were beneficially owned by Excelbright Overseas
Limited (“Excelbright”) which is a wholly-owned subsidiary of Worldon (Hong Kong)
Limited (“Worldon”), which is, in turn, owned as to 74% by Mr. Ma Jianrong, as to
13% by Mr. Huang Guanlin and as to 13% by Mr. Ma Baoxing (father of Mr. Ma
Jianrong). As Mr. Ma Jianrong is entitled to exercise more than one-third of the voting
power at the general meetings of Worldon, by virtue of the SFO, Mr. Ma Jianrong is
deemed to be interested in the 900,000,000 shares held by Excelbright.

2. Mr. Huang Guanlin is indirectly interested in a 13% interest in Excelbright, which owns
a 72.29% interest in the Company.

Save as disclosed above, as at 30 June 2006, none of the directors and chief
executive of the Company had or was deemed to have any interests or short
position in the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO), which had
been recorded in the register maintained by the Company and the Stock Exchange
pursuant to section 352 of the SFO or which had been notified to the Company
and the Stock Exchange pursuant to the Model Code.

At no time during the period was the Company, or any of its holding companies,
its subsidiaries or its fellow subsidiaries a party to any arrangement to enable the
directors and chief executives of the Company (including their spouse and children
under 18 years of age) to hold any interests or short positions in the shares or
underlying shares in, or debentures of, the Company or its associated corporation.

Substantial shareholders’ Interests and Short Positions in the
Shares of the Company

At 30 June 2006, the following persons who held interests of 5% or more of the
issued share capital of the Company, other than directors of the Company, were
recorded in the register of members required to be kept by the Company pursuant
to Section 336 of the SFO:

REQRBDEBRFZHR Long position in ordinary shares of the Company
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Percentage of the

Capacity and Issued Share Capital

Name Notes nature of interest Number of shares of the Company
=R 1 BHEFAA 900,000,000 72.29
Excelbright Beneficial owner
] 1 and 2 EmFAA 900,000,000 72.29
Worldon Beneficial owner
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Note:

1. Excelbright, a company incorporated in British Virgin Islands on 12 April 2005, held a
72.29% interest in the issued share capital of the Company. As at 30 June 2006, the
entire issued share capital of Excelbright was held by Worldon.

2. As at 30 June 2006, the issued share capital of Worldon was held as to 74% by Mr. Ma

Jianrong, as to 13 % by Mr. Ma Baoxing and as to 13% by Mr. Huang Guanlin. Mr. Ma
Jianrong is the son of Mr. Ma Baoxing. Mr. Huang Guanlin is the son-in-law of Mr. Ma
Baoxing and brother-in-law of Mr. Ma Jianrong. As the entire issued share capital of
Excelbright is held by Worldon and Mr. Ma Jianrong controls more than one-third of
the voting power at general meetings of Worldon, Mr. Ma Jianrong is deemed to be
interested in the 900,000,000 shares held by Excelbright under the SFO.

Save as disclosed above, as at 30 June 2006, no person, other than the directors of
the Company, whose interests are set out in the section headed “Directors and
Chief Executives’ interests and short positions in the shares of the Company”
above, had interest or short position in the shares and underlying shares of the
Company that was required to be recorded pursuant to Section 336 of the SFO.

Dividends

At the Company’s Annual General Meeting held on 5 June 2006, shareholders
approved the final dividend of HK$0.02 per share for the year ended 31 December
2005 to shareholders whose names appeared on the register of members of the
Company at the close of business on 30 May 2006. The final dividend was paid on
20 June 2006.

The directors do not recommend the payment of an interim dividend for the six
months ended 30 June 2006 (Six months ended 30 June 2005: Nil) and propose
that the profit for the period be retained.

Corporate Governance

On 9 October 2005, the Board adopted its own Code of Corporate Governance,
which covered all the code provisions and most of the recommended best practices
of the Code on Corporate Governance Practices (the “CG Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The Company had complied with all the code provisions of the CG Code as set out
in the Listing Rules during the six months ended 30 June 2006.
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Securities Transactions of Directors

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in the Listing Rules as the Company’s code of conduct
regarding Directors securities transactions (“Securities Trading Code”). Upon
specific enquiries, all Directors confirmed their strictly compliance with the relevant
provisions of the Securities Trading Code during the period.

Senior Management who, because of their office in the Company, are likely to be
in possession of unpublished price sensitive information, have been requested to
comply with the provisions of the Securities Trading Code.

Purchase, sale or redemption of securities

Neither the Company nor any of its subsidiaries has purchased, redeemed or sold
any of the Company’s listed securities shares during the six months ended 30 June
2006.

Board of Directors

The Board is responsible for governing the Company and managing assets
entrusted by the shareholders. The principal responsibilities of the Board include
the formulation of the Group’s business strategies and management objectives,
supervision of the management and evaluation of the effectiveness of
management strategies.

As at the date of this interim report, the Executive Directors are Mr. Ma Jianrong,
Mr. Huang Guanlin, Mr. Ma Renhe, Mr. Chen Zhongjing and Ms. Zheng Miaohui,
and the Independent Non-executive Directors are Mr. Qian Feng, Mr. Zong
Pingsheng and Mr. Dai Xiangbo.

Audit Committee

The Audit Committee of the Company comprises three Independent Non-executive
Directors, namely Mr. Dai Xiangbo, Mr. Qian Feng and Mr. Zong Pingshen. The
chairman of the Audit Committee is Mr. Dai Xiangbo.

The principal responsibilities of the Audit Committee are to conduct critical and
objective reviews of the Group's financial and accounting practices and internal
controls. These include determining of the nature and scope of statutory audit,
reviewing the Group’s interim and annual accounts and assessing the completeness
and effectiveness of the Group’s accounting and financial controls.

The Audit Committee reviewed with management the accounting principles and
practices adopted by the Group and discussed auditing, internal control and
financial report matters including the review of these unaudited interim financial
statements for the six months ended 30 June 2006.
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Remuneration Committee

The Remuneration Committee of the Company comprises one Executive Director
and two Independent Non-executive Directors, namely Mr. Ma Renhe, Mr. Qian
Feng and Mr. Dai Xiangbo, and Mr. Ma Renhe is the Chairman of the
Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to make
recommendations to the Board on the overall remuneration policy and structure for
the Directors and senior management and on the establishment of a formal and
transparent process for approving such remuneration policy.

Nomination Committee

The Nomination Committee of the Company comprises one Executive Director and
two Independent Non-executive Directors, namely Mr. Huang Guanlin, Mr. Zong
Pingsheng and Mr. Dai Xiangbo, and Mr. Huang Guanlin is the Chairman of the
Nomination Committee.

The principal responsibilities of the Nomination Committee are to identify
candidates with suitable qualifications as directors, select and nominate such
candidates for directorship and provide recommendations to the Board; review the
structure, headcount and composition (including skills, knowledge and experience)
of the Board and make recommendations to the Board for any proposed changes.

On behalf of the Board

Ma Jianrong
Chairman

Ningbo, China, 4 August 2006





