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During the end of previous year, the actual status of the Company's governance
was different from the requirements of relevant document issued by China
Securities Regulatory Commission. The rectification measures adopted by the

Company and rectification status during the reporting period were as follows:

1.

As the Company is both domestic and overseas-listed, the "Rules and
Procedures of General Meetings" should be in compliance with the
requirements of both the "Standard Opinion of General Meetings of Listing
Companies" and the "Essential Clauses of the Articles of Association of
Overseas-listed Companies". The Company is actively consulting the
opinion of regulatory authorities and relevant intermediaries based on
prudent principles in order to comply with the relevant requirements of
domestic and overseas regulatory authorities for the formulation of the
"Rules and Procedures of General Meetings" of the Company. It was
expected that the formulation would be completed in the second half of
the year.

Relationship between the controlling shareholder and the Company is in
compliance with the relevant regulations. The controlling shareholder
did not intervene, directly or indirectly, the Company's policy making
and operation. Some of the Company's senior management personnel
temporarily hold administrative positions concurrently in the holding
company due to existing personnel management system. However, such
managers only hold the position title and did not involve in the actual
work of the holding company. Instead they put entirely their time and
energy into the Company's work. Furthermore, some of them did not
receive remunerations from the holding company. The Company believes
that this would not result in any significant adverse effect on the Company.
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Material litigation and arbitration
I. Litigation of the Company during the reporting period

On 30 December 1998 the Company placed a deposit in the sum of
RMB23,000,000 with Yinji local branch of Zhengzhou branch of
Guangdong Development Bank (which had been upgraded to Yinji sub-
branch of Zhengzhou branch of Guangdong Development Bank on 28
December 1999) for a fixed term of one year commencing from 30
December 1998 to 30 December 1999 at an annual interest rate of 3.78%.
The Yinji local branch of Zhengzhou branch of Guangdong Development
Bank issued an Account Opening Certificate of Fixed Deposit.
Subsequently, a dispute arised when the Company made withdrawal of
such deposit upon its maturity. The Yinji sub-branch of Zhengzhou branch
of Guangdong Development Bank rejected the Company’s withdrawal on
the ground of the defaulted repayment by Henan Yinji Property
Development Company Limited of the outstanding loan in the sum of
RMB21,850,000 for which the Company provided a guarantee in favour
of Shangcheng branch of Guangdong Development Bank in December
1998 and that the Company should perform its obligations as the guarantor.
In 2001, the Company initiated legal proceedings in Henan High People’s
Court and the hearings of the case had been completed pending judgement.
Upon cross examination, the production of evidence and the defence of
both parties in courts, the Company considered that based the relevant
notice, regulations and provision issued by the People’s Bank of China,
the facts are favourable to the Company. It is likely that judgement will
be made in favour of the Company. The management of the Company and
the legal adviser acts for the Company in this case are confidence in the
recovery of the deposit.

2. The Group was not involved in any material arbitration during the reporting
period.

During the reporting period, the Company did not have any plans on profit
appropriation and transfers to reserves for increase in share capital which were
proposed in previous periods and to be implemented in the reporting period.

In the annual general meeting of the Company in 2001, the Board of Directors
was granted a mandate to issue additional H shares not exceeding 10% of the
total issued share capital value of H shares. As at the date of this announcement,

the above new issue has not yet been implemented by the Company.

In accordance with the Company’s Articles of Association, the Company would
not distribute any interim dividend for the six months ended 30 June 2002.

KPMG Huazhen and KPMG were re-appointed as the PRC and international
auditors of the Company for the year 2002 as approved at the annual general
meeting for 2001.

Purchase and sale

During the reporting period, the Company had no material purchase or sale.

Custody of Fund

There was no custody of funds of the Company during the reporting period.
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Recurring transactions

Significant connected transactions (under IFRS)

Transactions between the Group and CLFG and its fellow subsidiaries

were as follows:

BE_TT_F
ANB=+HLE
~EAR
(K&
AR®Fr

Six months ended
30 June 2002

BE_TE—%
ARA=+HIL
~ER
CREH)

AR Fr

Six months ended
30 June 2001

(unaudited) (unaudtied)

RMB’000 RMB’000

5,434 15,685

(vi) 23,131 19,746

(1) - -

(ii) & (iv) 3,180 3,000

(iii) & (v) 5,698 4,893

14,513 7,995

6,499 10,708

I

R-ZSBE_F R_BB—F

NAR=+H +ZRA=+-—H

(REF) (B #st)

ARE TR ARETT

At 30 June 2002 At 31 December 2001

(unaudited) (audited)

RMB’000 RMB’000

40,000 30,000

239,000 219,000

— —

Note:

(i) The Company and CLFG has entered into a three-year agreement effective

from 1 January 2001 under which the Company can employ the sales network
of CLFG to distribute its products. The Company will pay to CLFG expenses

of no more than RMBS5,000,000 per year.

(i1) The Company and CLFG entered into a three-year agreement effective
from 3 August 2001, under which, the CLFG agreed to provide living
services, property management, medical care and transportation services to

the staff of the Company. With respect to the services provided to the

Company by CLFG Group, the relevant price will be determined in

accordance with state regulations.
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The Company and CLFG entered into a three-year agreement of supplying
utilities effective from 3 August 2001, under which, the Group agreed to
provide public facilities including water and electricity. The relevant charge
will be determined on basis of reasonable cost plus taxation expenses.

The Company and CLFG Xinxing Co (“Xinxing”) entered into a three-year
agreement effective from 3 August 2001, under which, Xinxing agreed to
provide living services, property management, medical care and
transportation services to the staff of the Group and the relevant price will
be determined in accordance with state regulations.

The Company entered into three-year agreements with subsidiaries of CLFG
including Luoyang Jingbao Decoration Glass Company Limited, CLFG
New Illuminating Source Company Limited, CLFG Jingwei Glass Fibre
Company Limited, CLFG Jinghua Industrial Co. Ltd., Luoyang Jingjiu
Glass Container Company Limited and Luoyang Luobo Hotel effective
from 3 August 2001.

Under these agreements, the Company agreed to supply public facilities
including water and electricity to the aforesaid subsidiaries of CLFG. The
relevant charge will be determined on basis of reasonable cost plus taxation
expenses.

The Company entered into agreements of three years term effective from
3 August 2001 with subsidiaries of CLFG including Yinan Mineral Products
Company (“Yinan”) and CLFG Mineral Products Company (“Mineral Co”).

In accordance with these agreements, Yinan and Mineral Co. agreed to
supply raw materials to the Group. Price of the raw materials to be supplied
shall be determined on basis of market price.

The Board of Directors is of the opinion that the aforesaid transactions
were conducted on daily course and with ordinary commercial terms. Such
transactions were confirmed by the Company’s independent non-executive
directors.

Other transactions

The Company entered into an agreement with CLFG, the controlling
shareholder of the Company, on 27 March 2002 for the purpose of setting
up Processed Glass Company in order to, inter alia, engage in the production
of intensive processed glass. The registered capital of the Processed Glass
Company is RMB 181,495,600, of which fixed assets amounted to
RMB89,095,600 (constituting approximately 49.09% thereof) will be
contributed by the Company and RMB92,400,000 (constituting
approximately 50.91% thereof) will be contributed by CLFG. CLFG is the
controlling shareholder of the Company and is interested in approximately
57.14% of the issued share capital of the Company. The transaction
constituted a connected transaction for the Company under the Listing
Rules. The details were published in China Securities Journal, Shanghai
Securities Journal in the PRC and Hong Kong iMail and Hong Kong
Economic Times in Hong Kong on 2 April 2002. The registration of
Processed Glass Company which was proposed to be established is now in
progress.
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Nature of transaction Interest rate

REREEAAEANKERRA 6.5%8 F 35t
RRERARNGZREEAAMN
2EMEAR)

Advances to Benway Development 6.5% per annum
Company Limited (a wholy owned
subsidiary of CLFG) on

behalf of CLFG
ARHE S M KR %E
Trade debtors relating to sales of interest free
finished goods
FHERERNERERR %5
Other debtors relating to interest free

transfer of loans

ERIEEERIFES 2 H At %2
FE 1 R 3K
Other debtors relating to interest free

building of staff quarters

A& Total

REFE

Commencing year

—AANE

1998

—RhmEH
Before 1994

- RADmER
Before 1994

—“RABEH

Before 1994

Disclosure made in accordance with Practice Note 19 of the Rules
Governing the Listing of Securities on the Stock Exchange:

As at 31 December 2001 and 30 June 2002, the Group provided advances
and/or financial assistance of a total sum of approximately
RMB183,571,000 and approximately RMB165,053,000 respectively to
CLFG, the details of which are as follows:

R-SZ—% R-SSZH
ERMR +-A=+—-HL ~NE=THL
REE EEHZRE REHZBE
(AE% 1) (AE%T7)
Terms of repayment Audited balance Unaudited balance
and status as at 31 December 2001 as at 30 June 2002
(RMB) (RMB)
“R2EEENA 26,692,000 26,692,000
=+-A34
(REE) BER
Due on 31 August
2000 (not yet repaid)
Not secured
BEEBENOERA 86,432,000 86,913,000
No Fixed repayment
Not secured
EEEERMERR 9,326,000 9,326,000
No Fixed repayment
Not secured
EEERRAEER 61,121,000 42,122,000
No Fixed repayment
Not secured
183,571,000 165,053,000

19



HEEEEHBATRERNBRRE, HHELE Advances and/or financial asistance to the fellow subsidiaries
R-BE-—F+-A=1+t-HR=-ZE_-FXA
=+H AEEREREEEEMFARRHENE
AR/ BHEXEDFE A AR 488,664,000

As at 31 December 2001 and 30 June 2002, the Group provided advances and/
or financial assistance of a total sum of approximately RMB488,664,000 and
approximately RMB522,670,000 respectively to the fellow subsidiaries as

TTRHAAR¥S5226700007 @ HEEWMT : follows:
REEELT  FoFR RZSS-F RZSBZE
REFLE HELE ERMRE +ZA=Zt+-HLE ~AZtHLE
kL ok § s ZTANE g REER ERR/R BEHZEH FEHZBE
(AE¥T) (AE¥T)
CLFG’s interest ~ Company’s Terms of Audited balance ~ Unaudited balance
in these interest in these ~ Nature of interest ~ Commencing repayment as at 31 December as at 30 June
Company’s name companies companies transaction rate  year and status 2001 2002
(RMB) (RMB)
RREEERARRE 5% = R 6.53%184% —AANE CEEIMEYHRER 339,411,000 344,477,000
BEXARAR (BF)
Qingdao Taiyang Glass Loan 6.53% -7.84% 1999 Due on 2004
Industrial Company per annum Secured
Limited
PERBTLERE 59.71% 40.29% BRERR 28 -NAREH BREEERMELR 2,266,000 =
EEBEARLH
CLEG Mineral Products Advance Interest free ~ Before 1994 No fixed repayment
Company Not Secured
RREEABEAEE 507 10.28% LY 9 28 -AARER  REEERMEER 7,013,000 7,412,000
REARAR EERE
Luoyang Jingbao Decoration Trade and  Interest free ~ Before 1994 No fixed repayment
Glass Company Limited other debtors Not Secured
RERERBEERR 6329 36.68% JE W B 5 %8 -NABEH RERERHEER 18,595,000 18,595,000
ARAE R ER
CLFG Luoyang Hoisting Trade and Interest free ~ Before 1994 No fixed repayment
Machinery Co. Ltd. other debtors Not Secured
REEERBHLR  7055% 29.45% B W R 3R B 28 -NAREH BREEERMELR 1,044,000 1,145,000
RREMERAA Hft W
CLFG New Illuminating Trade and  Interest free  Before 1994 No fixed repayment
Source Company Limited other debtors Not Secured
RESAREEE
BELAERRAT 64.1% 35.9% B W B 51 B 28 -NAREH BREEERMELR 54,112,000 55,803,000
R ER
CLEG Jingwei Trade and  Interest free ~ Before 1994 No fixed repayment
Glass Fibre Co. Limited other debtors Not Secured
RREERBRA 68.92% 31.08% B W B 51 B 28 -NAREH BREEERMELR 14,376,000 14,061,000
RERRERAR R R
CLEG Jingjiu Glass Trade and  Interest free ~ Before 1994 No fixed repayment
Container Co. Limited other debtors Not Secured
R JE W R A R 28 -AARER  REEERMEER 51,847,000 81,177,000
R ERE
Others Trade and  Interest free ~ Before 1994 No fixed repayment
other debtors Not Secured
&5 Total 488,664,000 522,670,000
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Impact of China’s accession into WTO on the Company

Upon China’s accession into WTO, export procedure will become simpler which
will benefit export to the developing countries. Overseas products will not impose
material effect on the Group because domestic glass market is nearly saturated
with fairly reasonable product mix and high-quality glass produced domestically
was able to satisfy local demands. Furthermore, medium and low class glass are
mainly consumed which leaves no competitive advantage for overseas products.

Overdue deposit
Included in other debtors was RMB72,829,000 (31 December 2001:

RMB72,829,000) of deposit with a non-bank financial institution. Provision has
been made for the overdue deposit. Details are as follows:

BARMERHHMT
REER BEMBREM 8- 4] B i # fi§ &8
ARE TR % ARETFR
Item Ultimate Borrower Original Amount Provision Amount
RMB'000 % RMB'000
H ft & K EHEBREXRELAT (EMNER]D 145,657 50 72,829

Other debtors

EMNEREREAET ESSETHBRLN
ERERBRERS0REEE AR ¥72,828,0007T
BB - ARIAYAHEZMEERTRIASK
A °

(-G -—FERRBEE TR ERER
FRAARNBAFERBEZRRBUAMRRER
BE TEHEBRZHN(BRAUELTEE
RELHEEBRRNBA)RETE -

(tZ)EXEREREBITER
() BEHAFQFETE  AE HEH

HmAREE GEHAMARTE &
B -HEXRARAEESE

(2) BBETHUSMBEHARDAEEAR
REHE -

(+tZ)EXREHE

AR AEBEHABELGERSRAREF QAR
FRITHEBKNAER -

an

(12)

(13)

Guangzhou International Trust & Investment
Corporation ("GZITIC")

GZITIC is in the process of corporate restructuring. Based on the director’s
assessment of recent development, the directors are of the opinion that the existing
provision of RMB72,828,000, representing a 50% provision on the deposit, is
adequate. No interest has been accrued in respect of the deposit.

Unified income tax and cancellation of tax rebate of local government

The Company did not receive tax preferential policy for the previous years and

therefore was not influenced by “Notice to correct tax rebate policy by local

government “ issued by State Council.

Material contract and its implementation

(1) During the reporting period, the Company did not entrust, contract, lease,
any assets of other companies and no assets of the Company was entrusted,

leased or contracted to any other companies.

(2)  Except for the disclosed, the Company did not have material guarantees
during the reporting period.

Material contract

The Company did not have any other material contract or the Company did not
have contract required to perform obligations during the reporting period.
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(15)

(16)

(17)

(18)

(19)

During the reporting period, shareholders of the Company or those who hold
more than 5% interest (including 5%) of the Company’s shares did not involve
in any commitments which may bring about material impact on the operating
results and financial position of the Company during the reporting period or any
such commitments in previous periods which extend to the reporting period.

Impact of sale of staff quarter on the Company

The Company did not sell quarters to its staff during the reporting period, nor
did the Company have such plan.

Code of Best Practice

During the reporting period, the Company had complied with the Code of Best
Practice as set out in Appendix 14 to the Rules Governing the Listing of Securities
on the Stock Exchange.

Rights of subscription for convertible debentures, share options, warrants or
similar rights

For the reporting period ended 30 June 2002, the Company did not issue any
convertible debentures, share options, warrants or other similar rights.

Purchase, sale and redemption of shares

During the reporting period, the Company and its subsidiaries has not purchased,
sold or redeemed any listed shares of the Company.

Subsequent events

I. The Company held its meeting of the 3rd Board of Directors at the
Conference Room of the Company on 4th Floor, No. 9 Tang Gong Zhong
Lu, Xigong District, Luoyang Municipal, Henan Province, the People’s
Republic of China at 10:00 am on 19 July 2002. The following resolutions
were considered and approved at the meeting:

(1) Mr. Guo Xiaohuan resigned from the position of Chairman due to
senility and ill-health;

(2)  Mr. Guo Xiaohuan resigned from the position of Director due to
senility and ill-health. The Board of Directors is appreciative and
grateful for his diligent and dedicated hard work and services for
the Company over dozens of years, as well as for his excelsior
contributions to the Company;

(3)  Mr. Liu Baoying was nominated as a candidate for director of the
Company;

(4)  Mr. Wang Yongxin, Vice Chairman, was appointed to act in the
capacity of the Chairman of the Company before the new chairman
is appointed;

(5)  The second extraordinary general meeting of the Company of 2002
will be held on 6 September 2002.
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The Company held its meeting of the 3rd Supervisory Committee at the
Conference Room of the Company on 4th Floor, No. 9 Tang Gong Zhong
Lu, Xigong District, Luoyang Municipal, Henan Province, the PRC at
10:00 am on 19 July 2002. The following resolutions were considered
and approved at the meeting:

@

2

A3)

4

Mr. Liu Baoying resigned from the position as Chairman of the
Supervisory Committee and the duties thereof due to change of
work ;

Mr. Liu Baoying resigned from the position as supervisor due to
change of work ;

Mr. Tao Shanwu was nominated as candidate for supervisor of the
Company;

Mr. Cheng Rongfa was appointed to act in the capacity of the

Chairman of the Supervisory Committee before the new Chairman
of the Supervisory Committee is appointed.
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