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CORPORATE GOVERNANCE
The Directors consider that the Company has complied with the applicable code provisions
of the Code on Corporate Governance Practice (the”Code”) as set out in Appendix 14 to
the Listing Rules throughout the six months ended 30 September 2006, except for certain
deviations as follows:

Code Provision A.4.1
Under this code provision, non-executive directors should be appointed for a specific term
and subject to re-election.

Except for Mr. Wu Jiesi, none of the existing non-executive directors of the Company is
appointed for a specific term. However, under the Company’s bye-laws, all the directors of
the Company (whether executive or non-executive) are subject to the retirement by rotation
at each annual general meeting. As such, the Company considers that sufficient measures
have been taken to ensure that the Company’s corporate governance practice are no less
exacting than those in the Code.

Code Provision A.4.2
Under this code provision, every director should be subject to retirement by rotation at
least once every three years. According to the Company’s bye-laws, at each annual general
meeting, one third of the directors shall retire from office by rotation provided that
notwithstanding anything therein, the chairman of the Board of the Company shall not be
subject to retirement by rotation or taken into account in determining the number of
directors to retire. As continuation is a key factor to the successful long term implementation
of business plans, the Board believes that the roles of the chairman provide the Group
with strong and consistent leadership and allow more effective planning and execution of
long-term business strategy. As such, the Board is of the view that the chairman of Board
should not be subject to retirement by rotation.

MODEL CODE FOR SECURITIES TRANSACTION BY DIRECTORS
The Company has adopted the Model Code for the Securities Transaction by Directors of
Listed Issuers set out in Appendix 10 to the Listing Rules as the Company’s code of
conduct for dealings in securities of the Company by its directors. Having made specific
enquiry of all directors, the directors have confirmed compliance with the required standard
set out in the Model Code as provided in Appendix 10 of the Listing Rules for the six
months ended 30 September 2006.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED

SECURITIES
During the period, neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities.

REMUNERATION COMMITTEE
The Remuneration Committee comprises the three independent non-executive directors of
the Company, is responsible for reviewing and evaluating the remuneration polices of
executive directors and making recommendations to the Board from time to time.

AUDIT COMMITTEE
The Audit Committee comprises the three independent non-executive directors of the
Company has reviewed with management the accounting principles and practices adopted
by the Group and discussed internal controls and financial repor ting matters including a
general review of the unaudited interim condensed accounts for the six months ended 30
September 2006 with the directors.

On behalf of the Board
Duan Chuan Liang

Chairman

21 December 2006

As at the date of this interim report, the Board comprises two executive Directors, being
Mr. Duan Chuan Liang and Mr. Chen Guo Ru, three non-executive Directors, being Mr. Wu
Jiesi, Mr. Zhao Hai Hu and Mr. Zhou Wen Zhi, and three independent non-executive
Directors, being Ms. Huang Shao Yun, Mr. Chen Lizhong and Mr. Chan Chi Shing.


