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CORPORATE GOVERNANCE

The Company is committed to ensure high standards of corporate

governance in the interests of shareholders.

The Board acknowledges their responsibilities for preparing the
consolidated financial statements, which give a true and fair view of
the state of affairs of the Company and of the Group on a going
concern basis. In preparing the consolidated financial statements for
the six months ended 30 June 2006, the Board has selected suitable
accounting policies and applied them consistently and made judgments

and estimates that are prudent and reasonable.

The Company has complied with all the code provisions set out in the
Code on Corporate Governance Practices (“the CG Code”) contained
in Appendix 14 of the Rules Governing the Listing of Securities (“the
Listing Rules”) on The Stock Exchange of Hong Kong Limited (“the
Stock Exchange”) throughout the accounting period covered by the
interim financial report except for CG Code provision E.1.2. CG Code
provision E.1.2 stipulates that the Chairman of the Board should attend
the annual general meeting. Due to the fact that the Chairman of the
Board was out of town, he did not attend the annual general meeting
of the Company held on 25 May 2006. The Chairman of the Board will
endeavor to attend all future annual general meetings of the Company
unless unexpected or special circumstances preventing him from doing

SO.

The Company has adopted codes of conduct regarding securities
transactions by directors and by relevant employees (as defined in the
CG Code) on terms no less exacting than the required standards set out
in the Model Code for Securities Transactions by Directors of Listed
Issuers (“the Model Code”) contained in Appendix 10 of the Listing
Rules.
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CORPORATE GOVERNANCE (Continued)

On specific enquiries made, all directors have confirmed that, in respect
of the accounting period covered by the interim financial report, they
have complied with the required standard set out in the Model Code
and the Company’s code of conduct regarding directors’ securities

transactions.

The consolidated financial statements for the six months ended 30 June
2006 were unaudited. The Audit Committee has reviewed the
consolidated financial statements for the six months ended 30 June
2006.

During the current period, on 13 February 2006, Mr. Zhu Dengshan
resigned as executive director and chairman of the Board due to his
retirement. On 13 February 2006, Mr. Chen Xiaozhou was appointed as

executive director and was elected chairman of the Board.

After the balance sheet date, Mr. Cheung Chung Kiu resigned as
executive director of the Company due to personal reason on 17 July
2006. Messrs. Chen Xiaozhou, Hui Xiao Bing and Yuen Wing Shing, the
executive directors of the Company were re-designated as non-executive

directors of the Company with effect from 1 September 2006.
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DIRECTORS'
DEBENTURES

RIGHT TO ACQUIRE SHARES OR

Details of outstanding share options granted to the directors of the
Company under the share option scheme adopted by the Company on
26 June 1995 (the "Old Scheme") and the share option scheme adopted
by the Company on 27 May 2002 (the "New Scheme”) and the

movements of the share options during the current period are set out

EEREROUGERENER

BEADRAR-AARESRAZTRBRHZ
BEESE (&858 RARRR-_ZFZ-F
AAZtERRMzEREE ([3518]) "
TRIARABESNEARITERREFERZ
ERRERAHEANESHINMT

below:
Number of share options
BREHE
Outstanding Outstanding
as at as at
1 January 2006 Exercised 30 June 2006
Subscription RZ-ZEXE during RZ-ZEXE
Directors Exercisable period price per share —HA—H the period ~A=1H
= AFTEHRE BRABE RFITE BRI RFTE
HK$
BT
CHEN Yongcun 25/07/2001 — 24/07/2011 0.535 2,000,000 — 2,000,000
Bk TF 07/06/2002 — 06/06/2012 0.700 5,000,000 — 5,000,000
GAO Jian Min 09/01/1997 — 08/01/2007 0.967 15,000,000 (15,000,000) —
2ER 07/06/2002 — 06/06/2012 0.700 5,000,000 — 5,000,000
GU lJianguo 27/07/1999 — 26/07/2009 0.900 2,000,000 — 2,000,000
BEE
29,000,000 (15,000,000) 14,000,000
Other employees 25/07/2001 — 24/07/2011 0.535 3,000,000 (3,000,000) —
Hiufg &
Total & &t 32,000,000 (18,000,000) 14,000,000
Other than as disclosed above, at no time during the current period B EXFTHRBEE S - RRARSHEHE D A H &

was the Company or its subsidiaries a party to any arrangement to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in or debenture of the Company or any other

body corporate.
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DIRECTORS’ INTEREST IN SHARES

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 or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO"))
which have been notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including interests
and short positions which they are taken or deemed to have under such
provision of the SFO), or which are required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein, or which are
required, pursuant to the Model Code, to be notified to the Company
and the Stock Exchange, were as follows:

Long position in the underlying shares of the Company:
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Percentage of

Number of total issued
underlying share capital
Name of directors Capacity shares H2BE BT
EEnA 56 HEROEE BRAEBED L
CHEN Yongcun Beneficial owner (Note) 7,000,000 0.39%
B ok 7 EnBEaA (i)
GAO Jian Min Beneficial owner (Note) 5,000,000 0.28%
2ER ExBEEAN (K:F)
GU Jianguo Beneficial owner (Note) 2,000,000 0.11%
EEE EnBEaA (i)
Notes: Byt -

These represent interests of share options granted to the directors under the Old
Scheme and the New Scheme to acquire shares of the Company, further details of
which are set out in the Section headed "Directors' Right to Acquire Shares or
Debentures".
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DIRECTORS'’ INTEREST IN SHARES (Continued)

Save as disclosed above and in the Section headed “Director’s Right to
Acquire Shares or Debentures” and in the Section headed “Substantial
Shareholders”, as at 30 June 2006, none of the directors or chief
executive of the Company or any of their associates had any interest or
short position in any shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as recorded in the register as required to be kept by
the Company under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.
None of the directors or their spouses or children under the age of 18,
had been granted any right to subscribe for the equity or debt securities
of the Company or any of its associated corporations, or had exercised

any such right during the period.
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SUBSTANTIAL SHAREHOLDERS

At 30 June 2006, persons other than a director or chief executive of

the Company, having interest in 5% or more of the issued share capital

of the Company as recorded in the register required to be kept by the

Company under Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the Company as at

30 June 2006:

Name of substantial
shareholder

TERREE

Silver Grant International
Holdings Limited

China Cinda Asset
Management

Corporation
FEEEEEEELQA

Citigroup Inc.

Capacity
E3)

Beneficial owner
BERnfEEA

Interest of controlled
corporation

REHEE N E D

169,450,000 shares as
beneficial owner,
3,959,000 shares as
approved lending agent,
150,000 shares as
person having a security
interest in shares and
138,813,559 underlying

shares as beneficial owner
169,450,000 BEZHEE A -

3,959,000/% B 1% /& f&

Number of
ordinary
shares

g =

141,270,022

420,700,000

173,559,000

RIEA - 150,0000% B & % 1)

FAREERNAR
138,813,559 ix (7 /&
BB A

RIZZERFRA=TH  RERAREES
LB IRPIEIB6HERTEATEFNELCMA
REMBR  ARREFEREHITRABUI
BEERRAEEITRASRIN L EREHOA

T

ARaf) REERNFER T FNA

ZTHNEEBR
Underlying Total
shares interests
HER G EHAE
— 141,270,022
(Note 1)
(Hiat—)
100,000,000 520,700,000
(Note 2) (Note 3)
(ftiF=) (HiF=)
138,813,559 312,372,559
(Note 4)
(Ktaxm)

Percentage
of the issued
share capital
HEBERT

e NE

7.82%

28.82%

17.29%
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SUBSTANTIAL SHAREHOLDERS (Continued) TERR #)

Notes: ft &t

1. Messrs. Gao Jian Min and Liu Tianni, both of whom are directors of the  —. SERELERIIKRGELE  BEHAARDAE
Company, each has a 30% interest in Silver Grant International Holdings E RZZERFANAZTHESEHEA Silver
Limited as at 30 June 2006. Grant International Holdings Limited 30%7&

2. This represents the interest in convertible note in the principal amount of . Itk AR 4 4858 220,000,00058 JT ) AT 2 % Z iR
HK$220.0 million pursuant to which a total number of 100,000,000 new TERELR  BIIRER2 208 TS BRES
shares will be issued upon full exercise of the conversion rights attaching EITEARREBRMNFEHRREE ek
thereto at the initial conversion price of HK$2.20 per share. 774 #100,000,0000% ¥ B 15 -

3. The following is a breakdown of the interests in shares of the Company = UTRPBEEEEEEBRARMBIAEARREN

held by China Cinda Asset Management Corporation: %10 HE 25 AR A

Total interest in shares

BRI EREH
Name of Name of Percentage
controlled corporation controlling shareholder of control Direct interest  Indirect interest
SEHEBER BERRRAR BHED = HiERs BERER
Well Kent International Investment  China Cinda Asset 100% — 520,700,000
Company Limited Management Corporation
ERERREFRLA HEGEEEEERDA
Catic Limited Well Kent International 100% 520,700,000 —
Investment Company Limited
ERHRREFRDA

4. This represents the interest in convertible note in the principal amount of ~ PU. i A7 4 4 5852,500,0003 7T ) Al R IR Z 18 18
USD52,500,000 pursuant to which a total number of 138,813,559 new THREZ  BHESR2.9558TNTRRES
shares will be issued upon full exercise of the conversion rights attaching EITEARREBMNFTHRREE ek
thereto at the initial conversion price of HK$2.95 per share. 774 ££138,813, 559/ F B 1p ©

Save as disclosed above, the register required to be kept under Section B EXFIHEEEI  BEEHRBEEHFE

336 of the SFO showed that the Company had not been notified of any 3366 BEBTFTEGFNELMABER » KNA A

interest or short position in the shares and underlying shares of the WEEETRABMR _ZEZ FA=THE

Company as at 30 June 2006. ARARD RBERNFHEEEEIE AR
W o
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SHARE OPTION SCHEMES BREsE

Movements during the current period of share options granted under  1RIEE 5+ 8 R # 5t 218 T 1% ) 69 38 R 1 7 A
the Old Scheme and the New Scheme are set out below: RAKEEBHEHIWT -

Number of share options

BREHE
Outstanding at Outstanding at
1 January 2006 Exercised 30 June 2006
Subscription price R-ZZEERE during R-ZZEERE
per share Exercisable period —A—BW the period ~A=+HMH
BRABE AFTESRE RFTE HABTE RXFIHE
HK$
BT
Old Scheme
Eitd
0.967 09/01/1997 — 08/01/2007 15,000,000 (15,000,000) —
0.900 27/07/1999 — 26/07/2009 2,000,000 — 2,000,000
0.535 25/07/2001 — 24/07/2011 5,000,000 (3,000,000) 2,000,000
22,000,000 (18,000,000) 4,000,000
New Scheme
et
0.700 07/06/2002 — 06/06/2012 10,000,000 — 10,000,000
32,000,000 (18,000,000) 14,000,000

No share option was being granted or lapsed during the current period. K 7% H & 7 3 42 B8 A € 0% sl K K -

The weighted average closing price of the Company's shares as at the A2 &7 R B AR #E 77 (F B H3A0 i F 39U
date of exercise of share options was HK$2.379. BA23798TT -
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SHARE OPTION SCHEMES (Continued) BRETE (7

Movements during the current period of share options held by the BEE FXRNEEMFENBERERNHABRA

directors included in the above table are as follows: REsMT

Number of share options

BRERE

Outstanding at Outstanding at

1 January 2006 Exercised 30 June 2006
Subscription price R-ZZEEXRE during R-ZZBERE
per share Exercisable period —A—HW the period AA=1THMH
BRABE A FITEHSE RFIE HAETE RFTE
HK$
BT
Old Scheme
Eita
0.967 09/01/1997 — 08/01/2007 15,000,000 (15,000,000) —
0.900 27/07/1999 — 26/07/2009 2,000,000 — 2,000,000
0.535 25/07/2001 — 24/07/2011 2,000,000 — 2,000,000

19,000,000 (15,000,000) 4,000,000
New Scheme
et &l
0.700 07/06/2002 — 06/06/2012 10,000,000 — 10,000,000
29,000,000 (15,000,000) 14,000,000

At 30 June 2006, the total numbers of shares available for issue under WZZEXNEANA=1H  BIEFEE T
the New Scheme are 63,222,000 shares, representing approximately — #7] 1T 1) 81 B 563,222,0008% * 4
3.5% of the total issued share capital of the Company. HARRA2HEETRANI5% -
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