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Structure of Corporate Governance JFEM

1. The status of corporate governance

The Company has strived to refine the structure of corporate governance
since the establishment of the Company. In compliance with the
requirements of the Companies Law, Securities Law and laws and
regulations of China Securities Regulatory Commission, the Company
devotes a lot of efforts to improve the corporate governance. The main
aspects are as follows:

(1) Shareholders and shareholders’ meeting

The Company shall ensure that all shareholders, especially smaller
and minority shareholders, are ranked pari passu with each other.
This will ensure that all shareholders can fully exercise their own
rights. The Company has actively formulated the rules for
governing the procedures of shareholders’ meetings. The
Company shall ensure that all major events as defined by laws
and regulations will be disclosed timely, accurately and completely
in the newspapers and websites as required by the securities
regulatory bodies in Hong Kong and the mainland so that the
shareholders’ rights to receiving information and participation in
decision-making can be protected. In strict compliance with the
provisions of the Standard Opinion on shareholders’ meetings,
the Company has convened and held shareholders’ general
meeting. The connected transactions of the Company are fair
and reasonable and the bases for determining the price are
adequately disclosed.

(2) Controlling shareholder and the listed companies

The controlling shareholder has strictly complied with the laws
and regulations in exercising their rights as a shareholder in the
Company, has not used their special status to bargain for additional
benefits and has not bypassed the shareholders’ meeting to
intervene in the Company’s decisions and operations. The
Company and the controlling shareholder are independent on
“Five Aspects” including staff, assets, finance, organisation and
business. The Board of Directors, Supervisory Committee and
the internal departments of the Company shall function
independently.
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Dongfang Electrical

Structure of Corporate Governance (continued)

The status of corporate governance (continued)

Directors and the Board of Directors

The Company has strictly complied with the provisions of the
Articles of Association on election and appointment of directors.
The number of directors and
composition of the Board of
Directors of the Company has
complied with the laws and
regulations. The Company’s Board
of Directors formulated the rules of
procedure for the Board. All
directors of the Company shall
attend the board meetings and
shareholders’ general meetings in
a serious and responsible manner,
and fulfil the duties as a director
cautiously and diligently. The
Company is actively improving the
system of independent director. The Board of Directors consists
of two independent directors. The independent directors have
fulfiled their duties in a serious manner in accordance with the
requirements of the laws, regulations and the Articles of
Association to protect the Company’s interest as a whole and
ensure that it is not detrimental to the rights of major and minority
shareholders. The Company established the strategic
development committee, assets management committee and audit
committee. All special committees will be responsible to the Board
of Directors and the members are also directors.

Supervisors and Supervisory Committee

The Supervisors of the Company have performed their duties in
a serious manner. They supervise on behalf of the shareholders
the Company’s financial conditions, and compliance with the laws
and regulations by the Company’s manager and other senior
management during performing their duties. They give
recommendations on major issues relating to the Company’s
production and operation and express independent opinion.

Appraisal, motivation and control mechanism

The senior management of the Company is recruited on an open
basis and in compliance with the laws, regulations and the Articles
of Association. The Company is improving the appraisal standards
and motivation and control mechanism for directors, supervisors
and senior management.

Machinery Company Limited



Structure of Corporate Governance (continued)
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The status of corporate governance (continued)

Interested parties

The Company fully respects and safeguards the legal rights of
other interested parties such as banks and other creditors, staff,
consumers to promote the viable and healthy development of the
Company.

Information disclosure and transparency

The Company assigns the Secretary to the Board of Directors to
be in charge of information disclosure, reception of visiting
shareholders and consultation. The Company has strictly complied
with the content and format as required by the laws, regulations
and the Articles of Association to disclose true, accurate and
complete information that may affect the decisions of the investors.

An overview of the performance of duties by
independent directors

There are two independent directors in the Board of Directors. The
independent directors are nominated by the Board of Directors and

elected at the shareholders’ meeting. The
two independent directors attended in
person or by proxy all the meetings of the
Company’s Board of Directors held in
2001 and reviewed the resolutions of the
meetings with an independent and
objective mind and gave their independent
opinions. During the period, the two
independent directors strictly complied
with the requirments set out in the laws,
regulations and the Articles of Association,
performed their duties in a serious
manner, protected the Company’s interest
as a whole and strived to ensure that it

was not detrimental to the rights of major and minority shareholders.

They fulfilled their duties sincerely and diligently.

Dongfang Electrical
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3. Relations between the company and the controlling
shareholder

The Company and the controlling shareholder are independent in
respects of staff, assets, finance, organization and business.

(1) Independence of staff: The Company is independent from the
controlling shareholder in respect of labor, human resource and
remuneration management. For the particular functionality in
labor and human resource management, an independent
department has been set up. The senior management of the
Company received their annual remuneration from the Company.
Mr. Si Zefu, the Chairman, has assumed the role of general
manager in the controlling shareholder, Dongfang Electrical
Machinery Works, in which Mr. Zhu Yuanchao, the Vice
Chairman and General Manager, has also taken the position of
Deputy General Manager. Others in the senior management
has assumed no role in the controlling shareholding unit.

(2) Asset Integration: The Company possesses independent
production, purchasing and sales system.

(3) Independence of finance: The Company has set up independent
finance and accounting department, together with independent
accounting & auditing system and financial management system.
It also has independent bank accounts.

(4) Independence of organization: The Company has established
organizational structure, which is independent of the controlling
shareholder, and has separate office and operating plants.

(5) Independence of business: The Company is operating
independent of the controlling shareholder. It has separate and
complementary production capacities with operating autonomy.
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