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5. SIGNIFICANT EVENTS

(1) The Company strictly abides by the Company Law, the Securities Law, relevant
laws and regulations to continuously improve its corporate governance and set
up and modify a series of systems governing its operations, which comply with
the requirements of the Corporate Governance Standards for Listed Companies
issued by China Securities Regulatory Commission.

(2) Material litigation and arbitration

1. 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 Guandong
Development Bank (which had been upgraded to Yinji sub-branch of
Zhengzhou branch of Guandong 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 occurring
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 Heuan 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 lost its case, but the
Company immediately appealed to the People’s Supreme Court. The trials
have been concluded, pending the judgement.

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

(3) 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.

(4) In accordance with the Company’s Articles of Association, the Company would
not distribute any interim dividend for the six months ended 30 June 2003.

(5) KPMG Huazhen and KPMG were re-appointed as the PRC and international
auditors of the Company respectively for the year 2003 as approved at the annual
general meeting for 2002.

(6) Purchase and sale

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

(7) Custody of fund

There was no custody of funds of the Company during the reporting period.
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(8) Significant connected transactions

1. Recurring transactions

Refer to Note 33 (related parties and their transactions) to the financial
report prepared under the PRC Accounting Rules and Regulations

2. During the reporting period, there was no connected transaction of the
Company’s assets and share equity.

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

(1) Advances or financial assistance provided to CLFG

As at 30 June 2003 and 31 December 2002, the Group provided
advances and/or financial assistance of a total sum of approximately
RMB149,750,000 and  approximate ly  RMB151,673,000
respectively to CLFG, the details of which are as follows:

Terms of Audited
repayment Unaudited balance balance as at

Nature of transaction Interest rate Commencing year and status as at 30 June 2003 31 December 2002
(RMB) (RMB)

6.5% 29,358,000 31,124,000
(

)
Advances to Benway 6.5% per annum 1998 Due on

Development Company 31 August 2000
Limited (a wholly owned (not  yet  repaid)
subsidiary of CLFG) Not secured
on behalf of CLFG

17,081,000 29,097,000 (i)
Accounts receivable relating interest free After 1998 No fixed repayment

to sales of finished goods Not secured

9,326,000 9,326,000
Accounts receivable relating interest free 1995 No fixed repayment

to transfer of loans Not secured

42,122,000 42,122,000
Other receivables relating to interest free 1997 No fixed repayment

building of staff quarters Not secured

51,863,000 40,004,000
Others interest free After 1994 No fixed repayment

Not secured

149,750,000 151,673,000
Total
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/
469 ,986 ,000

541,676,000

Audited
CLFG’s Company’s Unaudited balance
interest interest Terms of balance as at 31
in these in these Nature of interest Commencing repayment as at 30 December

Company’s name companies companies transaction rate year and status June 2003 2002
(RMB) (RMB)

55% 6.53-7.84% 267,950,000 346,195,000

Qingdao Taiyang Glass Other receivables 6.53% -7.84% 1999 Due on 2004
Industrial Company Limited per annum Secured

59.71% 40.29% 971,000 834,000

CLFG Mineral Products  Other receivables Interest free Before 1994 No fixed repayment
Company Not Secured

59.71% 40.29% 5.03-5.45% 11,000,000 11,000,000
CLFG Mineral Products Short-term 5.03-5.45% 2001 2004

Company investments per annum

50% 10.28% 6,849,000 7,573,000
Luoyang Jingbao Decoration Other receivables Interest free Before 1994 No fixed repayment

Glass Company Limited Not Secured

63.32% 36.68% 18,049,000 18,051,000

CLFG Luoyang Hoisting Other receivables Interest free Before 1994 No fixed repayment
Machinery Co. Ltd. Not Secured

70.55% 29.45% 1,159,000 1,159,000

CLFG New Illuminating Other receivables Interest free Before 1994 No fixed repayment
Source Company Limited Not Secured

64.1% 35.9% 55,655,000 55,368,000

CLFG Jingwei Other receivables Interest free Before 1994 No fixed repayment
Glass Fibre Co. Limited Not Secured

68.92% 31.08% 14,379,000 14,376,000

CLFG Jingjiu Glass Other receivables Interest free Before 1994 No fixed repayment
Container Co. Limited Not Secured

49% 4.86-5.45% 17,150,000 34,300,000
Luoyang Jingxin Ceramic Short-term 4.86-5.45% 2001 2004

Co. Ltd. investments per annum

75,824,000 52,820,000
Others Other receivables Interest free Before 1994 No fixed repayment

Not Secured

468,986,000 541,676,000
Total

(2) Advances and/or financial asistance to the other subsidiaries of
CLFG

As at 30 June 2003 and 31 December 2002, the Group provided
advances and/or financial assistance of a total sum of approximately
RMB468,986,000 and  approximate ly  RMB541,676,000
respectively to the other subsidiaries of CLFG as follows:
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1.

(9) Overdue deposit

Overdue deposit was charged in other receivables under current assets including
RMB35,654,000 receivable from Guangzhou International Trust & Investment
Corporation (“GZITIC”). The deposit was originally RMB145,656,000, of which
75% provision was made. GZITIC is in the process of corporate restructuring.
The Board of Directors considers after its assessment of the recent development
that the provision of approximately 75% of the deposit was adequate. No interest
has been accrued in respect of the deposit.

Save and except for the above deposit, the Company did not have any other
overdue deposits as at 30 June 2003.

The Board of Directors is of the opinion that the said deposit did not impose any
adverse effect on the Company’s normal production, operation and cash flow.
The Company will endeavour to recover such deposit.

(10) Unified income tax and revocation of local government tax refund preferential
treatment

The Company did not enjoy the preferential treatment of refund of collected tax
in the preceding year. This was not related to the “Notice of Rectification of the
Local Government’s Policies of Setting the Tax of Its Own Accord and Refund
of Collected Tax” issued by the State Council of China.

(11) Significant contract and its fulfillment

1. During the reporting period, the Company did not manage on custody,
contract or lease assets of other companies, nor had other companies
manage on custody, contract or lease assets of the Company.
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Date of
occurrence Amount of Performance Whether Connected

Guarantee (agreement guarantee term of completed party
provided execution date) Rmb’000 Type of guarantee guarantee or not guarantee

2003.6.27 6,000 1000 2003.6.27-2005.6.27
Henan Longhao Industry 27 June 2003 10,000,000 shares and 27 June 2003 Uncompleted No

Company Limited pledge of equity interest  to 27 June 2005

2003.2.28 5,500 2003.2.28-2004.2.23
1000

Henan Longhao Industry 28 February 2003 10,000,000 shares of 28 February 2003 to Uncompleted No
Company Limited Henan Longhao Industry 23 February 2004

Company Limited and
pledge of equity interest

2002.8.9 3,000 900 2002.8.9-2004.8.9
Gongyi Jianye 9 August 2002 9,000,000 shares and 9 August 2002 to Uncompleted No

 Company Limited pledge of equity interest 9 August 2004

14,500
Total amount of guarantee: RMB14,500,000

14,500
Balance of guarantee: RMB14,500,000

:
Of which, whether any guarantee

for related party: Nil

2. 2. Material guarantee

 

2001 8 3

2004 12 31

(12) 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.

(13) Performance of commitments

The Company published an announcement on newspapers designated by China
Securities Regulatory Commission on 3 August 2001, disclosing the guarantee
by CLFG, the holding company of the Company, and its subsidiaries to pay any
outstanding amount due from them to the Company as a result of ordinary
connected transactions between them and the Company before 31 December
2004. As at the date of this announcement, such commitments were being
performed.

(14) The influence of selling employees’ apartments on the Company

During the reporting period, the Company did not sell any apartments to the
employees and had no such plan.
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(15) 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.

(16) 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.

(17) Information disclosure

Except for the disclosure required by Article 62 of PRC “Security Law”, Article
60 of “Temporary Regulations of Listing of Shares and Trade” and Article 17 of
“Implementation Specifics of Information Disclosure of Listing Companies
(Tentative)”, the Company did not have any material events or events required
to be disclosed during the reporting period.

(18) Indices to the Company’s extraordinary general meeting announcements during
the reporting period

1. On 11 February 2003, the resolutions of the Board of Directors and
Supervisors Committee and the notice of extraordinary general meeting
were published on the “China Securities Journal”, “Shanghai Securities
Journal”, “Hong Kong Economic Times” and “The Standard” (in English)
and at the same time posted on the website of Shanghai Stock Exchange
(http://www.sse.com.cn).

2. On 7 March 2003, the supplemental notice of extraordinary general meeting
was published on the “China Securities Journal”, “Shanghai Securities
Journal”, Hong Kong Economic Times” and the “The Standard” (in
English) and at the same time posted on the website of Shanghai Stock
Exchange (http://www.sse.com.cn).

3. On 31 March 2003, the resolutions of the Board of Directors and the
resolutions of extraordinary general meeting were published on the “China
Securities Journal”, “Shanghai Securities Journal”, “Hong Kong Economic
Times” and “The Standard” (in English) and at the same time posted on
the website of Shanghai Stock Exchange (http://www.sse.com.cn).

4. On 18 June 2003, the resolutions of the Board of Directors and the
resolutions of annual general meeting were published on the “China
Securities Journal”, “Shanghai Securities Journal”, “Hong Kong Economic
Times” and “The Standard” (in English) and at the same time posted on
the website of Shanghai Stock Exchange (http://www.sse.com.cn).


