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The actual corporate governance implemented by the Company
has complied with the rules and requirements of corporate
governance required to be observed by listed companies in
the PRC.

2. BT ESBITEBEARBNR The duties performed by independent non-executive directors
are set out below:
RARIEETNABLIERNITE The Company has appointed four independent non-executive
FUREBEEER AT ETARI R directors. Pursuant to the Listing Rules and the relevant rules
FEBERTE - BZMUEETIEH and regulations of the PRC, an audit committee (“Audit
TEFENEEEETEZZES Committee”), comprising four independent non-executive
(58"l - directors was established.
EEHE
BISEMSE EZERB HEHE FEEESM BRE fia &
Name of Number of
independent the board
non-executive meeting ought  Attendence in  Attendence by
directors to attend in 2004 person Proxy Absence Remark
HEEH
Dai Qingjun 7 5 2 —
g5
Xiao Yu 7 6 1 —
T
Sun Hua 7 5 2 -
=N ibe
Stephen Mok 7 5 2 —
EREZEEITEZBEHRTMBR The Audit Committee is mainly responsible for the review of the
HRITEZ  TEAFRERE financial reports of the Company. Through detailed research
SN - TEHRARRIFERNRAK and analysis of the Company’s risk areas, the Audit Committee
iR REE - WIRHLFRERE aims to locate the main financial risks areas in order to make
BERZAREERBEEREN B suggestions to the Board of Directors. The Audit Committee
NEIEIMNERBR - RRAERE D also reviews the provision for diminution in value of assets and
HEITHEIR © security provided by the Company to other entities, if any. The
Company did not provide any security.
B ERITESTHARIMEENE The Company’s independent non-executive directors
X 5B EITHRZ - BREEHR independently review connected transactions entered into by
SRENTEE  AEBEEREN the Company and review whether the connected transactions
Fles - HEEREAEE - entered into by the Company are fair and reasonable, as well
as review whether the connected transactions are detrimental
to the interests of the Company’s shareholders. The
independent non-executive directors are responsible to all
shareholders of the Company.
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CORPORATE GOVERNANCE (continued)

The Company is independent of its controlling shareholder in

respect of its business, assets, management, institutions and

finance. The Company’s production and operation are also

independent.
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The Company is mainly engaged in the business of
development, manufacture and sale of bulk
pharmaceuticals, preparations and chemical products.
SXPGC undertook that for so long as SXPGC is regarded
as a controlling shareholder of the Company, it will not
engage in any business directly or indirectly in
competition with the business of the Company.

The Company has its own independent production and
supplementary production system and vital auxiliary
equipment. Apart from certain patent technologies and
the trademark “Xinhua”, which are owned by the
controlling shareholder, the Company owns all of the
other intangible assets such as industrial property rights
and know-how technologies used by the Company. The
Company also has an independent procurement and
sales network.

The Company is independent of its controlling
shareholder in respect of the management of its
workforce and their salaries. The Senior Officers of the
Company including the general manager and the deputy
general managers are paid by the Company and except
Ms. Guo Qin who is a director of SXPGC, the other
Senior Officers do not hold any position in the controlling
shareholder of the Company.

The Company holds its own shareholders’ general
meetings, and has its own board of directors, supervisory
committee, company secretaries and management,
which are responsible for the different areas and
functions of the Company. The Company is also
independent of its controlling shareholder in office and
production space.

The Company has an independent financial department
with an independent accounting and financial
management system. The Company also maintains its
own independent accounts with banks.
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CORPORATE GOVERNANCE (continued)
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The establishment and implementation of assessment and
appraisal mechanisms as well as the incentive mechanisms for
senior officers

The Company selects its senior officers from its staff on the
basis of talent and ability. Prior to selecting and appointing the
senior officers, the Board of Directors follows a strict set of
selection criteria, which include the assessment of each of the
candidates’ individual character and ability to work in
coordination with others. Once appointed, the Board of
Directors would evaluate the senior officers periodically,
particularly in respect of achievements and their execution of
resolutions passed by the Board of Directors.

By analysing the duties of each of the Senior Officers, the
Company would establish incentive and control mechanisms
to draw distinctions between the Senior Officers’ responsibilities,
rewards and sanctions.

24 \LIFEHEHEROERAF

Shandong Xinhua Pharmaceutical Company Limited



