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The conditions of corporate governance

During the reporting period, the Company strictly complied with the requirements
under the Company Law, Securities Law of the PRC and the relevant rules and
regulations of the CSRC and the provisions under the Rules Governing the Listing
of Securities on the Hong Kong Stock Exchange (the “Listing Rules”) and “Code
on Corporate Governance for Listed Companies”. The Company devoted a lot of
effort to improve its corporate governance structure and established a contemporary

corporate system so as to standardize the operation of the Company.

Pursuant to the amendments to the above regulations, the Company had improved
and amended the Articles of Association in a timely manner, which was passed at
the 2005 annual general meeting. Pursuant to the latest amended Articles of
Association and other related provisions, the Company made amendments to the
“Rules of the Procedures of Board Meetings, “Rules of the Procedures of
Sharcholders” General Meetings”, “Rules of the Procedures of Supervisory
Committee Meetings”, which were passed in the 34th Meeting of the Third Board,
9th Meeting of the Third Supervisory Committee respectively. The Articles of
Association are the principles governing the behavior of the Company, and have

been amended in a timely manner in accordance with the change in actual situation

and the system of relevant laws, rules and regulations.

(1) Asto the Sharcholders and the Shareholders’ general meetings: The Company
has established effective channel of communication with shareholders, which
ensured that all shareholders, in particular medium and minor shareholders,
enjoyed equal positions and exercised their own rights. The Company
convened and held general meetings in strict compliance with the Rules of
the Procedures of Shareholders” General Meetings, enabling the shareholders
to have their rights of information to the Company’s material issues,

participation rights and voting rights.
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1.

The conditions of corporate governance (Continued)

)

Regarding the controlling shareholder and listed companies: the actions of
the controlling shareholders of the Company were regularized. It has not,
overstepped the general meeting directly interfering the Company’s decisions
and operation actvities nor appropriate the Company’s funds or requested
for provision of guarantee to it or to other persons. The Company was
completely separated with the controlling shareholder in respect of staff,
assets, finance, organization and business, and the Company’s Board,
Supervisory Committee and the functional departments of operation

management were able to operate independently.

As to the Directors and the Board: The number and composition of the
Board have complied with the requirements as provided in laws and
regulations. The Directors undertook to comply with the relevant laws and
regulations, the Articles of Association and the relevant rules of the procedures
for operating meetings. The Board was able to seriously discharge its duties
under the principles of steady developments and for the benefits of
shareholders, and made decisions pursuant to the Articles of Association

and the authorization and required procedures of general meetings.

As to the supervisors and the Supervisory Committee: Election of supervisors
have been strictly in compliance with the qualification and election
procedures of supervisors as required under the Articles of Association, and
the number and composition of members of the Supervisory Committee
were in compliance with the laws and regulations. All the Supervisors have
performed strict supervision and inspection to the Company’s financial and
operation activities based on the principle of accountability to shareholders,
made full communication with external auditors and management, made
proposals to the Board, and exercised good effect of the Supervisory

Committee.
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1. The conditions of corporate governance (Continued)

®)

As to the Audit Committee of the Company: The Board has established an
Audit Committee. To regulate and strengthen the daily routine of the Audit
Committee, the Company has been in strict compliance with the terms of
reference, the procedure for decision making and the rules of considering
matters as provided under the “Articles of the Audit Committee”. During
this reporting period, the Company convened two meetings of the Audit
Committee to consider the 2005 annual report and the 2006 interim report

and issued the working report.

As to the mechanisms governing the assessment and motivation: The
Company has established a Remuneration and Assessment Committee. The
Company has regulated and strengthened the daily routine of the
Remuneration and Assessment Committee basing on the terms of reference,
the procedure for decision making and the rules of considering matters as
provided in the “Articles of the Remuneration Committee”. During the
reporting period, the Company convened one meeting of the Remuneration
and Assessment Committee to consider the Directors’ remuneration plan
of the Fourth Board, which were submitted for approval by the Board and

the general meeting of the Company.

As to the related interested parties: The Company fully respected and
safeguarded the legal interests of the related interested parties such as the
banks, other creditors, staff, customers and suppliers for the sustainable and

healthy development of the Company.
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1. The conditions of corporate governance (Continued)

®)

Information disclosure: The Company has designated the secretary of the
Board, the securities affairs representative to be responsible for information
disclosure to deal with visits and enquiries of shareholders and investors,
and to report the relevant situations to the agencies of the CSRC and the
HK Stock Exchange in a timely and accurate manner. The regular reports
and provisional reports disclosed by the Company during the year have
disclosed the relevant information of the Company in a true, accurate, timely

and complete manner.

2. Performance of duties by independent non-executive Directors

(1)  Attendance of independent non-executive Directors at the Board meetings
ARERES
EREKRY BLH R Zithw
Number of (%) (%K) (73,
attendance Attendance Attendance (%)
to be made in person by proxies Absence ik
in the year (times) (times) (times) Remarks
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Absence due to
business trip, but
have authorized Wang
Xiangfei, an independent
non-executive Director
to vote in the
various resolutions
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2. Performance of duties by independent non-executive Directors
(Continued)

(1)

Attendance of independent non-executive Directors at the Board meetings

(Continued)

In accordance with “Guideline Opinions regarding the establishment of an
Independent Director system for listed companies” issued by the CSRC
and the Listing Rules of HK Stock Exchange, members of the Board
comprised three independent non-executive Directors, representing one-
third of all the members of the Board. Each of the independent non-executive
Directors was familiar with the conditions of the business and operations of
the Company. They have attended meetings of the Board and the
Shareholders’ general meetings in a serious and responsible manner, and
have given independent and professional opinions. They have participated
in the relevant training proactively so as to understand the rights, duties

and responsibilities of an independent non-executive Director.

In addition, in the First Meeting of the Fourth Board held on 19 December
2006, it was considered and passed that an Audit Committee and a
Remuneration and Assessment Committee of the Fourth Board shall be
formed, which comprised three independent non-executive Directors,
namely Mr. Ko Poming, Mr. Gao Zongze, Mr. Wang Xiangfei, and agreed
to elect Mr. Ko Poming as the chairman of the Audit Committee of the
Fourth Board, and Mr. Gao Zongze as the chairman of the Remuneration
Committee and Assessment Committee of the Fourth Board to preside over
the works of the corresponding committees. The terms of office of members
of the above Audit Committee, Remuneration and Assessment Committee
shall be the same as their tems of office being the independent non-executive

Directors of the Fourth Board.

The Company has received the annual confirmation letter issued by each of
the independent non-executive Directors in respect of their independence
in accordance with Rule 3.13 of the Listing Rules. The Company considered

that all of the independent non-executive Directors were independent.
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2. Performance of duties by independent non-executive Directors
(Continued)

@

Issues on disagreement by the independent non-executive Directors with

the Company

During the reporting period, the Company’s independent non-executive
Directors did not disagree with the resolutions proposed in the meeting of
the Board and other meetings apart from those of the meeting of the Board

held in the year.

3. Independence between the Company and the controlling Shareholder

with respect to the matters including business, staff, assets, organisation

and finance

1.

Scope of business: The Company was independent from the controlling
Shareholder in conducting of its business, with independent capability on

business and self-operation.

Staff: The Company was independent from the controlling sharcholder on
aspects such as labour, personnel and salaries management, and has set up
an independent human resource department. Save as except for the chairman
of the Company who was also a director of TMICL, the controlling
Shareholder, all senior management officers such as the general manager,
deputy general manager, financial controller, secretary to the Board received
their salaries from the Company and they have not taken up any important

positions other than directors in the entities of the controlling shareholder.

Assets: All assets relating to the production and operation of the Company
were owned by the Company and completely independent from the
controlling Shareholder. The Company did not provide any guarantee to
its controlling Shareholder and other companies except to its controlling
subsidiaries. The Company has complete control and right of its assets.
There were no circumstances of its assets and capital being occupied by the
controlling Shareholder which would adversely affect the interest of the

Company.
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Independence between the Company and the controlling Shareholder

with respect to the matters including business, staff, assets, organisation

and finance (Continued)

4.

Organisation: The Company established an organizational structure which
was absolutely independent from the controlling Shareholder, and has set
up organizations such as Shareholders’ general meetings, the Board, the
Supervisory Committee and the general manager of the Company. The
operation and management of the Company were subject to an
accountability system of the general manager under the authorization of

the Board. The Company has a separate place of business.

Finance: The Company has set up an independent financial and accounting
department, and established a separate bank account and an independent

accounting and audit system and financial management system.

Appraisal and motivation mechanism for senior management

The Company has entered into a Target Responsibility Manual with the senior

management based on the Company objectives, and an assessment shall be made

by the Performance Assessment Committee of the Company every year end on the

completion of their annual targets to decide the award and punishment and the

amounts based on the completion of the target.

Corporate governance report

1.

Compliance with the “Code of Corporate Governance Practices”

Since the listing of the Company, the Company has complied with domestic
and overseas regulatory requirements, and gradually set up and upgraded a
regularized corporate governance structure. Pursuant to the “Code of
Corporate Governance Practices” and other legal requirements, the Company
has continuously amended and upgraded the related systems under the
Articles of Association, Rules of the Procedures of Shareholders’ General
Meetings, Rules of the Procedures of the Board Meetings, and at the same
time continued to upgrade its internal control system, and strictly complied
with the “Code of Corporate Governance Practices”. The Company
proactively carried out various assignment to continuously enhance the

Company’s governance level.
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Corporate Governance Practices
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Stating how the listed issuer applied the
principles as set out in the “Code of
Corporate Governance Practice”, with
further explanations on how the
shareholders’ deliberation of the relevant

principals is applied
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Whether the listed issuer has complied
with the code provisions as set out in the
Code of Corporate Governance Practices.
In the event the listed issuer has adopted
its own code which is stricter than the
Code of Corporate Governance Practices,
the listed issues shall in its annual report
procure others to pay attention to such

facts

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The newly amended Articles of Association, the Rules of the Procedures
of Board Meetings, the Rules of the Procedures of General Meetings
have strictly implemented the requirements under the Codes of Corporate
Governance Practices. The Directors, Supervisors and senior management
have seriously studied the “Codes of Corporate Governance Practices’,
and the decision procedures of the Board (and its Audit Committee,
Remuneration and Assessment Committees), Supervisory Committee
and the general meeting, and have fully complied with the related system

of Corporate Governance.
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The Articles of Association, the Rules of the Procedures of Board
Meetings, the Rules of the Procedures of General Meetings have complied
with the requirements under the “Codes of Corporate Governance
Practices”. The Company has complied with the “Codes of Corporate

Governance Practices” both at the present or during the reporting period.
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In the event of deviations from the code
provisions as set out in the “Code of
Corporate Governance Practices”,
explanation should be given on the details of
any deviation from the code provisions in
the relevant financial year (including reasons

for such deviation action after deliberations)
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Securities transactions by Directors (Relating to

the Model Code for Securities Transactions by

Directors of Listed Issues (“Model Code”) as set

out in Appendix 10 of the Listing Rules)
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Whether the Listed issuer has adopted a
set of principles for securities transaction
by directors with standards higher than the
“Model Code”
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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There was no deviation from the “Codes of Corporate Governance
Practices” in all the Company’s operations and management during the

reporting period.
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The Company has adopted a code of practice in respect of securities
transactions by Directors, the standards of which are similar to the Model
Code as set out in Appendix 10 to the Listing Rules. The Articles of
Association requires that the Directors, Supervisors, managers and other
senior management shall during their terms of office make regular reports
to the Company on the Company’s Shares they hold, and shall not
transfer the Company’s Shares they hold during their terms of office and

within six months after their resignation.
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After making specific enquiries to all
directors, whether the directors of the listed
issuer have or have not complied with the
Model Code for securities transactions by
the relevant directors or their own code of

actions
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In the event of non-compliance with the
Model Code, explanation should be made
for the non-compliance, elaborating any
remedial steps to be taken by the listed

issuer in this respect

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period

HRERFMERRRL > AR ARG —FEFN 2 EH
FEA AR T A TR 6,850 JBA 959 fBe (AR AR AR 4R T
oy) o Bk NS IS S AT R o S - SRR AR
TR R R R A A R SRR GRA T 2 - Bt > R A
SREEET A R ESE BRI BRESFAD

After making specific enquiries to all Directors, there were only 1 Director
and 1 Supervisor holding 6,850 and 959 A Shares of the Company
respectively (Please see section V in this annual report for details), and
there have been no transactions during the reporting period. No other
Directors, Supervisors and senior management of the Company has
purchased the Company’s shares and debentures during the reporting
period. Accordingly, all the Directors have complied with the Model
Code during the reporting period.

b A > AN (EESPRD) BraT B DL
During the reporting period, there was no non-compliance with the

Model Code.
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Composition (by category of Directors) of
the board of directors of listed issuer,
including the names of the chairman,
executive Directors, non-executive
Directors and independent non-executive

Directors
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Number of board meetings held during the

financial year
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List of directors with their attendance rates

of the board meetings
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The Board comprises nine members, including Ms. Ma Baiyu
(Chairman) and 5 executive Directors, namely Mr. Gu Qifeng, Ms. Fu
Yana, Mr. An Pindong, Mr. Wang Zhanying, Mr. Tan Zhaofu and 3
independent non-executive Directors, Mr. Gao Zongze, Mr. Wang
Xiangfei, Mr. Ko Poming. All members of the Board have professional
and governance experience. For details of the Board members, please see
“Major working experience of Directors, Supervisors and senior

management in the recent five years” in this annual report.

W IR A A AR T 17 0, sk S R UL
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The Company held 17 Board meetings during the reporting period.
Details of the resolutions and attendance of Directors are set out in the

“Review of Board Activities” under the “Directors’ Report”.
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How the board of directors operate,
including a statement of which type of
decisions are to be taken by the board of
directors, and which type of decisions are

to be delegated to the management
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Compliance with Rules 3.10(1) and (2) of
the Listing Rules

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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There are clear demarcation on the duties of the Board and the
management in the Articles of Association. The Rules of the Procedures
of Board Meetings and the Rules of the Procedures of the General
Manager have made specific requirements on the decision making
procedure and basis of decisions for the Board, the management, so as
to ensure the decisions of the Directors, the Board, the senior

management and the management to be scientific and legal.
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oK ZAB AT R IR A B
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The qualifications and professional experiences of the three independent
non-executive Directors have fully complied with the requirements under
the Listing Rules. For details of the three independent non-executive
Directors, please see “Major working experience of Directors, Supervisors

and senior management in the recent five years” in this annual report.
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Where the independent non-executive

oo

directors fail to comply with any or more
of the guidelines for assessment of
independence under Rule 3.13 of the
Listing Rules, explanation should be made
on how the listed issuers still recognize the
independence of the independent non-

executive directors
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Relationship, including financial, business,
family or other material/relevant
relationship between the members of the
board of directors (in particular between

the chairman and the chief executive

officer)
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The Board has received annual confirmation of independence in 2006
from each of the independent non-executive Directors, and confirmed
that they complied with the relevant independence requirements as set
out under Rule 3.13 of the Listing Rules of the HK Stock Exchange.
The Board considers that all the independent non-executive Directors

are independent parties.

AR rI RGN B 2 MR EAEIE - 3685 KB b E
K/ BRI BRAR -
There was no relationship including financial, business, family or other

material/relevant relationship between the members of the Board.
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Requirements of the

Corporate Governance Report
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IV.  The Chairman and the Chief Executive

FH-

V.

1 ERRATEAR S
Identity of the chairman and the chief

executive officer

2 E RATBUBE A R 2 B L
S FE A — A AT
Whether the roles of the chairman and the
chief executive officer are segregated and

are not exercised by the same individual

FEMATEE N

Terms of non-executive Directors

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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Ms. Ma Baiyu is the Chairman of the Board, Mr. Gu Qifeng is the
general manager of the Company. The Chairman is elected by over half
of all the Directors, while the general manager is nominated by the

Chairman, and appointed by the Board.

ERGEEMALHN EERER IR ERgERAEY
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BAN A TEAS TR S - BEREE - FARANGTE] > 0 A A
EHGAE

The main duties of the Chairman of the Board and the general manager

%HFFF

of the Company is clearly separated. The chairman of the Board is
responsible for holding and presiding the Board meetings, and the
effective operation of the Board, while the general manager of the
Company is responsible for plan for various operation activities and
development of strategies, objectives and plan for the Company, and is

accountable to the Board.
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The Articles of Association requires that the terms of non-executive
Directors shall be for three years, and can be available for re-election for
a period of not exceeding six years. During the reporting period, under
the approval at the general meeting, three independent non-executive
Directors have been re-elected. The Company will comply with the
requirements under the “Codes of Corporate Governance Practices”,

and each Director will retire by rotation.
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Requirements of the

Corporate Governance Report
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VI.  Remuneration of Directors

1~ HMEES (IF) K6 RERE
SR A B H I A A
The role and function of the
Remuneration Committee (if any), or
reasons for not setting up a Remuneration

Committee

2 FMZEAE (Wf) AR (RS
TR JCHERER M B &
TR
Composition of the Remuneration
Committee (if any), including the names
of the members, in particular, the Chairman

of the Remuneration Committee

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The Company has established a Remuneration and Assessment
Comnmittee, its primary duties is to propose remuneration plan of
Directors and senior management of the Company to the Board. For its
scope of rights in written form, please refer to the “Details for the works

of the Remuneration and Assessment Committee” which was approved

at the 25th Meeting of the Board.

Fi 2 5 o =B R AT E AL AR R
RS - moRERsE . MW E MM EZ R g T -

The Remuneration and Assessment Committee comprises three
independent non-executive Directors, being Mr. Ko Poming, Mr. Wang
Xiangfei, Mr. Gao Zongze, and Mr. Ko Poming is the chairman of the

Remuneration and Assessment Committee.
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The number of meetings held by the
Remuneration Committee or the board of
directors (if the Remuneration Committee
has not been set up) during the year to
discuss the remuneration and related
matters, and the record of individual

attendance of members)
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A summary of the work of the
Remuneration Committee or the board of
directors (if the Remuneration Committee
has not been set up) during the year,
including determining the policy for the
remuneration of executive directors,

assessing performance of executive

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The Remuneration and Assessment Committee held one meeting during

=1

the reporting period to consider and approve the Directors’ Remuneration
Plan of the Fourth Board. Such meeting was attended by all the three
members. The plan was considered and passed by the 34th Meeting of
the Third Board and the 2006 Second extraordinary general meeting,

WA ANFRIBH T —REMEAS %%?E?@sz\ﬁ?%
VY it ¥ S SR R > WA S e = PR E S
2006 4F5 VB R B ROK S ko i o <A7$ﬁ>ﬁm N

ORI SR A R BT A > AR
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During the reporting period, the Company held one Remuneration
Committee meeting to consider and pass the Directors’ Remuneration
Plan which was considered and passed by the 34th Meeting of the Third
Board and the 2006 Second extraordinary general meeting. The Articles
of Association requires that the Company should enter into written
contracts with the Directors and Supervisors in respect of the

remuneration issues, subject to approval by the general meeting in

directors and approving the terms of  advance.
executive Directors’ service contracts
T A TR OR B4R A B A ]
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Requirements of the
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Contents of the Company’s Corporate Governance

Corporate Governance Report Report during the reporting period
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VII. Nomination of Directors (Nomination

Committee)
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The nomination procedure and the process
and criteria adopted by the board of
directors to select and recommend

candidates for directorship during the year

EHEFENMN THE > TR
R I ER

Summary of the works of the board of
directors during the year, including
determining of the policy for the

nomination of directors

HHGENRTERIE > LA
42 5 A 1 2 L % S R Y RO B
the number of board meetings held during
the year, and the list of attendance record

of individual directors in such meetings
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The Articles of Association requires that the Directors shall be elected
by the general meeting. Candidates shall be nominated by the previous
Board or by Shareholders holding (or holding in aggregate) 10% or more
in the total Shares of the Company. During the reporting period, nine
Directors were nominated by the Board, which were considered and
approved at the 2006 Second extraordinary general meeting. No other

Directors were appointed or removed during the reporting period.
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Corporate Governance Report
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Remuneration of Auditors
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Regarding analysis of the remuneration received
by the auditors in respect of the provision of
auditing and non-auditing services to the listing
issuers, it shall include details of the nature of each

material non-auditing service and the expenses

paid

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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One of the important duties of the Audit Committee of the Board is to
provide proposal in respect of the appointment, reappointment and
removal of external auditors and to approve remuneration and
employment terms of the auditor. During the reporting period, the Audit
Committee proposed to re-elect PricewaterhouseCoopers Zhong Tian
CPAs Limited Company and PricewaterhouseCoopers as the Company’s
auditors and was approved at the general meeting. Details of the terms
of the audits and the remuneration obtained are set out in the
appointment agreement. The appoinment agreement was implemented
strictly during the reporting period. During the reporting period, the

Auditors have not provided non-audit services to the Company.
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Corporate Governance Report Report during the reporting period
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IX.  Audit Committee
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The role, functions and composition of the
Audit Committee, including names of the
members, in particular, the chairman of

the committee

FERFLZ BT EHRE > LA
A B ISR el Y T

Number of meetings held by the Audit
Committee during the year, and the record

of individual attendance of members

FUZEBEFERRIET L E&RS L
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Report of the wotk performed by the Audit
Committee during the year in discharging
its responsibilities its review of quarterly
(if relevant), half yearly and annual results
and system of internal control, its other

duties set out in Model Code

L8 R SRR we ik (P DR R e
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AT ERADL . WEIDEE - AR - TARE
o BENSEEEEGE R TE « B IRAL R H B WK
Bk o SRR T AR R 2005 B K 20064 F AR B
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The Primary duties of the Audit Committee include making proposal
for the appointment of external auditors, reviewing of annual, interim
and quarterly financial statements. For details of its written terms of
duties, please see the “Articles of the Works of the Audit Committee”,
which were reviewed and passed at the 25th Meeting of the Third Board.
In order to upgrade the Company’s internal control system, the Company
has set up an “Internal Audit System”, which s in line with the works of
the Audit Committee. The Audit Committee comprises three
independent non-executive Directors, Mr. Ko Poming, Mr. Gao Zongze,
Mr. Wang Xiangfei, and Mr. Ko Poming is the chairman of the Audit
Committee. During the reporting period, the Audit Committee has held
two meetings to consider the Company’s 2005 annual report and 2006
interim report, and has issued a working report. Save for Mr. Ko Poming,
an independent non-executive Director who was on business trip and
was unable to attend the meeting of the Audit Committee to consider
the 2006 interim report, all other committee members were present in

the meeting.
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Requirements of the

Corporate Governance Report
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Non-compliance (if any) with Rule 3.21
of the Listing Rules, and explain the
remedial steps adopted by the listed issuer
for not establishing an audit committee in
compliance with the relevant requirements.
(The listed issuer has the duty to comply
with Rule 3.21 of the Listing Rules. If the
listed issuer does not comply with the

relevant rules, the Listing Rules were

breached).

VKA fER B EATE - U
BAZ BRI AT B L PR AR A
The directors shall confirm their
responsibility to prepare the accounts, and
the auditors shall issue a statement

regarding its reporting responsibility

Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period

Al EAESy CEMALAL 5 3.21 FRAVIE DL «
There was no non-compliance of Rule 3.21 of the Listing Rules by the

Company.
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The Directors shall be responsible to supervise the preparation of accounts
for each financial period, so that the accounts can truly and fairly reflect
the business situation and results of the Company during the period.
When preparing the accounts for the year ended 31st December, 20006,
the Directors have selected the suitable accounting policies, and have
implemented and made prudent and reasonable judgments and
estimations, and prepared the accounts on the basis of continuous

operations.

R A SR BR BeAD A R A W)

SEBAFEH



) EFHRBE 9 5.

2~

AR HBEFEMAE (FD) 2.

REFIRRH TR

Requirements of the

Corporate Governance Report

6 N

A RN W] B AR s DU AT RE B
HE LR AFHERCE IR

JR MESUL S AN BT IR R

Report should be made in the event of

material uncertainties or situations which

may seriously affect the ability of the listed

issuer as a going concern

S e RO AR AT A SR
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Whether the board of directors has
reviewed the effectiveness of the internal
control systems of the listed issuer and its

subsidiaries

FUEBEH VIR &
(B ST RN R IR S RDEY
S PRESFGRARE LA -
The Audit Committee has explained its
opinions on the selection, appointment,
removal or termination of external
auditors, and reasons for disagreement with

the board of directors.
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Corporate governance report (Continued)

Details of the Corporate Governance Report (Continued)
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Contents of the Company’s Corporate Governance

Report during the reporting period
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The Directors consider that there was no occurrence of uncertainties or

AN FIFHEACERE

situations which may affect the ability of the Company as a going concern

during the reporting period.
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As above mentioned, in order to upgrade the internal control system of the
Company, the Company has set up an “Internal Audit System”. During the
reporting period, the Company’s internal audit department has conducted
overall audits to the financial situation of the Company and its subsidiaries,
and has on this basis, further upgraded the “Internal Audit System”. The
Company has appointed a professional management consultancy firm to

assist the Company to upgrade its internal control system.

W R OE PR B AR T A PR RN PRk A & e 5
—EIEEA L RIS N AN TIPS B > SR A W R AR
MR LA MK AR - B B e sl L) L3t it
2007 FFARAE S AN R T IRES o 3 H ek 1 e
AR WG R R
PricewaterhouseCoopers Zhong Tian CPAs Limited Company and
PricewaterhouseCoopers have been the Company’s domestic and overseas
auditors respectively. In view of their continued understanding to the
Company and their high professional level, the Audit Committee has
proposed to re-appoint the above audit firms to provide audit services to
the Company in 2007, and such proposal has been considered and passed
at the 2nd Meeting of the Fourth Board.

Tianjin Capital Environmental Protection Company Limited

Annual Report 2006




