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1. The deviation between the actual corporate governance

implemented by the Company and the rules and requirements of

corporate governance required to be observed by the listed

companies in the PRC are as follows: the method of accumulative

total in ballot has not yet been adopted by the Company and the

performance appraisal system for the Directors, Supervisors and

the Company's managers still requires to be consummated.

2. The final dividend for the year 2002 was fully distributed before

16 July 2003.

3. The Board did not recommend the payment of any interim

dividend, nor any transfer from reserves to share capital, for the

six months ended 30 June 2003.

4. In relation to the anti-dumping claim against the Company, as

disclosed in the Company’s 2002 Annual Report, the claim is

currently being heard. In the opinion of the Directors, it is likely

that the final decision may be in favour of the Company. Other

than the above-mentioned pending claim, the Group was not

involved in any material litigation or arbitration, pending or

threatened against the Group, for the six months ended 30 June

2003.

5. There was no material purchase or disposal of the Group’s assets

nor did any material mergers or acquisition involving the Company

or the Group occurred during the six months ended 30 June 2003.

Similarly, no transactions of such nature occurred during the last

reporting period that was carried over to this reporting period.

6. Material Connected Transactions

The related party transactions of the Company are set out in the

Note 35 to the accounts of the Company (“Accounts”) prepared

in conformity with PRC accounting standards and Note 12 to the

Accounts prepared in conformity with HKGAAP.
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7. During the six months ended 30 June 2003, there was no trust,

subcontract and lease of the assets between the Company and

other companies.

8. During the six months ended 30 June 2003, there was no existing

guarantee provided by the Company, nor has any new guarantee

been provided by the Company.

9. During the six months ended 30 June 2003, the Company did not

appoint any custodian for the management of its funds.

10. The Company and its shareholders holding more than 5% of shares

of the Company have not provided any undertakings in newspapers

and websites designated by the CSRC for information disclosure.

11. Other Important Issues

During the six months ended 30 June 2003, there are no other

important issues which have a significant impact on the Company.

12. PURCHASE, SALES AND REDEMPTION OF THE COMPANY’S

LISTED SECURITIES

During the six months ended 30 June 2003, none of the members

of the Group purchased, sold, redeemed or cancelled any of its

listed shares.

13. DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES

At no time during the six months ended 30 June 2003 was the

Company a party to any arrangement which would have enabled

any of the Directors, Supervisors, or their spouses or children under

18 years of age to acquire benefits through acquisition of shares

in the Company.
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14. CODE OF BEST PRACTICE

None of the Directors was aware of any information that would

reasonably indicate that the Group was not in compliance with

the Code of Best Practice as set out in Appendix 14 of the Rules

Governing the Listing of Securities on the Stock Exchange of Hong

Kong Limited (the “Listing Rules”) issued by the SEHK at any time

during the six months ended 30 June 2003.

15. PREFERENTIAL TAX TREATMENT

Shandong Province Zibo Municipal Local Taxation Bureau

Development Zone Sub-Division confirmed in its documents

ZiDiShuiKaiZi [2002] No.5 and ZiGaoXinDiShuiFa [2003]No.14

that the rate of the income tax for the Company would be reduced

to 15% for the year ended 31 December 2002 and the year ending

31 December 2003. However, there can be no assurance that the

preferential tax treatment would be maintained for financial years

beyond 2003.

16. DESIGNATED DEPOSITS

For the six months ended 30 June 2003, the Company had neither

placed any deposits with any non-banking financial institutions,

nor had it placed any designated deposits. The Group does not

have any overdue time-deposits.

17. STAFF AND REMUNERATION

The number of staff of the Group as at 30 June 2003 was 4,975,

and their total amount of salaries and wages paid and payable for

the six months ended 30 June 2003 was RMB45,514,000.
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18. Important Disclosed Information Index

On 29 January 2003, the announcement in respect of changes of

Senior Officers was published on the PRC domestic newspaper,

Securities Times.

On 24 March 2003, the announcement of the 2002 annual results

was published on the Hong Kong newspapers, Wen Wei Po and

The Standard, and on the PRC domestic newspaper, Securities

Times.

On 22 April 2003, the announcement of the first quarter report of

2003, the notice of annual general meeting for the year 2002,

and the announcement of fined dividend for the year 2002 were

published on the Hong Kong newspapers, Wen Wei Po and The

Standard, and on the PRC domestic newspaper, Securities Times.

On 10 June 2003, the announcement of the resolutions of the

2002 annual general meeting was published on the Hong Kong

newspapers, Wen Wei Po and The Standard, and on the PRC

domestic newspaper, Securities Times.

On 8 July 2003, the announcement of the dispatch of dividend

for the year 2002 was published on the PRC domestic newspaper,

Securities Times.


