Corporate Governance and Other Information

NAEAREMER

The Company is committed to ensure high standards of
corporate governance in the interests of shareholders.

The directors acknowledge their responsibilities for
preparing the financial statements, which give a true and
fair view of the state of affairs of the Company and of the
Group on a going concern basis. In preparing the financial
statements for the six months ended 30 June 2005, the
Directors have selected suitable accounting policies and
applied them consistently and made judgments and

estimates that are prudence and reasonable.

CODE ON CORPORATE GOVERNANCE
PRACTICE

Securities Dealing by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Rules governing
the Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Listing Rules”) as the code of conduct
for securities transactions by directors. The Company,
having made specific enquiry, confirms that all directors
have complied with the required standards set out in Model
Code throughout the six months period ended 30 June
2005.

Audit Committee

The Audit Committee meets at least two times each year
with the purpose of monitoring the integrity of the Group’s
financial statements and to consider the nature and scope
of internal and external audit reviews. It also assesses the
effectiveness of the systems of internal control. All the
members of the Audit Committee are independent non-
executive directors, namely Mr. Kang Dian (Chairman), Mr.
Zhang Lu and Mr. Hung Muk Ming.
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CODE ON CORPORATE GOVERNANCE
PRACTICE (continued)

Audit Committee (continued)

The Audit Committee has reviewed and approved the

financial statements for the six months ended 30 June 2005.
Remuneration Committee

The Remuneration Committee meets regularly to consider
human resources issues, including the terms and conditions
of employment, remuneration and retirement benefits of
the chairman, the chief executive officer and the directors.
All the members of the Remuneration Committee are
independent non-executive directors, namely Mr. Kang Dian
(Chairman) and Mr. Zhang Lu.

DEVIATIONS FROM THE MODEL CODE

To the knowledge of the directors, the Company has
complied with the Code Provisions of the Code on
Corporate Governance Practice as set out in Appendix 14
of the Listing Rules other than the deviations as described

below:

Code Provision A.2.1 stipulates that the division of
responsibilities between the chairman and chief executive

officer should be clearly established and set out in writing.

Mr. Zhu Dengshan and Mr. Gao Jian Min are the Chairman
and Managing Director of the Company (i.e. Chief Executive
Officer) respectively. Although the Company did not
establish the division of responsibilities during the current
period, the Company has now adopted a memorandum
setting out the division of responsibilities between the

Chairman and Managing Director.
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DEVIATIONS FROM THE MODEL CODE

(continued)

Code Provision A.5.4 stipulates that the board should
establish written guidelines on no less exacting terms than
the Model Code for relevant employees in respect of their
dealings in the securities of the issuer. The Company did
not establish any relevant guidelines during the current
period. However, the Company has now adopted the
relevant written guidelines.

Code Provision C.3.3 stipulates that the terms of reference
of the Audit Committee should include all duties as stated
in such Code Provision. The Company did not revise the
existing terms of reference of the Audit Committee during
the current period. However, the Company has now adopted
revised terms of reference of the Audit Committee to include
all duties as stated in Code Provision C.3.3.

Code Provision D.1.2 stipulates that the Company should
formalize the functions reserved to the board and those
delegated to management. Although the Company did not
formalize the functions of the board and management during
the current period, the Company has now adopted the

functions of the board and management.

Code Provision E.1.2 stipulates that the Chairman of the
board should attend the annual general meeting. The
Chairman of the board had not attended the annual general
meeting of the Company held on 26 May 2005. The
Chairman will endeavor to attend all future annual general
meetings of the Company unless unexpected or special

circumstances preventing him from doing so.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Details of outstanding share options granted to the directors
and other employees of the Company under the share
option scheme adopted by the Company on 26 June 1995
(the “Old Scheme”) and share option scheme adopted by
the Company on 27 May 2002 (the “New Scheme”) are set

out below:
Exercisable period
A FITEHA
Directors £
Chen Yongcun BR oK 17 25/07/2001-24/07/2011
07/06/2002-06/06/2012
Gao Jian Min SER 09/01/1997-08/01/2007
07/06/2002-06/06/2012
Gu Jianguo B2 27/07/1999-26/07/2009
Other employees Hftt{EE  25/07/2001-24/07/2011

price per share

ESREROUGEER ZER

BRERARTR—NANEFANAZ+TRBRHZ
BRE 8 (B8] RARBAR T _F
TA-tEBRMAZBRIES S ([FEFE]) &
TESERARAETEE 2 HRTTEBBRERF
BEIWT :

Outstanding as at

31 December 2004

and 30 June 2005
R-ZEZENE+_A
ET-—HBHRR=-ZZRF

Subscription

BRAEE NA=Zt+THZEBHRAA
0.535 2,000,000
0.700 5,000,000
0.967 15,000,000
0.700 5,000,000
0.900 2,000,000

29,000,000

0.535 3,000,000
3,000,000

32,000,000

During the current period, no share option was granted to
the directors and other employees under the New Scheme.
There was also no share option being exercised or lapsed
during the current period.

Other than as disclosed above, at no time during the current
period was the Company or its subsidiaries a party to any
arrangement to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in
or debenture of, the Company or any other body corporate.
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DIRECTORS’ INTEREST IN SHARES

As at 30 June 2005, the interests and short positions of
the directors and chief executive of the Company in the
shares and underlying shares of the Company or any of its
associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFO”)) which have
been notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or
deemed to have under such provision of the SFO), or which
are required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which are
required, pursuant to the Model Code, to be notified to the

Company and the Stock Exchange, were as follows:

Long position in the shares and underlying shares of the

Company:

Name of director Capacity
EEpR g7}

Chen Yongcun Beneficial owner
BR ok 17 ERERA

Gao Jian Min Beneficial owner
=ER BEHERA

Gu Jianguo Beneficial owner

Bz EmBEA A

EEzROER

R-FZRFEANA=1H EERARFTH
BENARR BT ARBEIE (ERREFR
IR RG] (T8 277 RHIR RG] ) EXVER) BB K
HERDF  BERBEESRPE GO EXVED
FT7R8DBE G AR F) K B 32 BT # #E 2 5OR

B (BRREESLMEGABRGXEERE
FREREENEZRRR) EMETFEE%‘%&E@
B 1RGISE3521R AR A% IRPTIE B LM eV i 8
KR BREBEFESTHAEME AR T&Hﬁ%ﬁaﬁﬁ
MESIORBAT ¢

AABRED RABRDNERER

Percentage to

Underlying total issued
shares pursuant share capital
to share options L2 BRIT

B8 IR RE A B AR 17 BRAEBDL

7,000,000 0.40%
(Note 1)
(Kizt1)

20,000,000 1.14%
(Note 1)
(Kizt1)

2,000,000 0.11%
(Note 1)
(Kfzt1)
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DIRECTORS’ INTEREST IN SHARES (continued)

Note:

1. These represent interests of options granted to the directors
under the Old Scheme and New Scheme to acquire shares
of the Company, further details of which are set out in the
section headed “Directors’ Right to Acquire Shares or
Debenture”.

Save as disclosed above headed “Director’s Right to
Acquire Shares or Debentures” and in the section below
headed “Substantial Shareholders”, as at 30 June 2005,
none of the directors or chief executive of the Company or
any of their associates had any interest and short positions
in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
as required to be kept by the Company under Section 352
of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code. None of
the directors or their spouses or children under the age of
18, had been granted any right to subscribe for the equity
or debt securities of the Company or any of its associated
corporations, or had exercised any such right during the
period.
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SUBSTANTIAL SHAREHOLDERS FERR
As at 30 June 2005, persons other than a director or chief RZZEZTRAFAA=ZTH RERAREZES
executive of the Company, having interest in 5% or more REIE &0 % 33614 EE T HEIFHE L MATE
of the issued share capital of the Company as recorded in BRETFE R AR RRIZEFITHRAEAINEE (5
the register required to be kept by the Company under AABBBITRAS% A EEEH AT :
Section 336 of SFO were as follows:
Long positions in shares of the Company as at 30 June RRABRMHFER -_ETERAFAAA=THK
2005: DA
Percentage to
Number of total issued
Name of ordinary Underlying Total share capital
substantial shareholder  Capacity shares shares interests HEIERT
R &4 f% 43 2 B 16 B B 1 R BAES L
Silver Grant International Beneficial owner 127,170,022 — 127,170,022 7.23%
Holdings Limited EnERA (Note 1)
(Kfat—)
China Cinda Asset Interest of controlled 341,448,000 200,000,000 541,448,000 30.79%
Management Corporation  corporation (Note 2) (Note 3)
HEEEEEER AT SEHEE RS (M=) (KiF=)
Citigroup Inc. 169,450,000 shares as 181,875,000 138,813,559 320,688,559 18.23%
beneficial owner, 2,525,000 (Note 4)
shares as approved lending (KyaFm)
agent, 138,813,559
underlying shares as beneficial
owner and 9,900,000 shares
as person having a security
interest in shares
169,450,000k B E = A A -
2,525,000% /& 1% & f&
LI A - 138,813,5594A
BRhBE=EES AR
9,900,0000% & %7 % 1
HERBRBEHA
Lam Ching Kui Beneficial owner 91,068,000 — 125,254,000 7.12%
WER ExEa A (Note 5)
(Hietn)
Interest of controlled 33,632,000 —
~corporation
EEHEENER
Interest of spouse 554,000 —
BB 1 24
Chan Oi Mo Beneficial owner 554,000 — 125,254,000 7.12%
BRER EnEEA (Note 6)
(Bt a£7~)
Interest of spouse 124,700,000 —
Fie 48 7 2
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

Messrs. Hui Xiao Bing and Gao Jian Min, both of whom
are directors of the Company, each has a 30% interest in
Silver Grant International Holdings Limited as at 30 June
2005.

These represent the interest in convertible note in the
principal amount of HK$440,000,000 pursuant to which a
total number of 200,000,000 new shares will be issued
upon full exercise of the conversion rights attaching thereto
at the initial conversion price of HK$2.20 per share.

The following is a breakdown of the interests in shares of
the Company held by China Cinda Asset Management
Corporation:

Name of Name of controlling
shareholder

EEBRREERNERE

controlled corporation

RELZEEE

China Cinda Asset
Management Corporation
HEEEEEEEQA

Well Kent International
Investment Company
Limited

EZEBRREGRAA

Catic Limited Well Kent International

Investment Company Limited

ERBEBRREAR A

FTERRE ®)

et -

Percentage
of control

BEHES =R

BNEEERSERAEEREHREADAE
T RZTEZRFEANA=1+HSFBEHEAESilver
Grant International Holdings Limited 30%#%

o

Bl

I % BN & #%8440,000,000/%8 T 2 7] #2 f% =
BIETHERD  BHIRER2.208 T2 T 58
BB 2 ETE PR RZIR AT A5 2 AR -
% & 3% 17 4 ££200,000,0000% 57 A 17 ©

NTRTBREEEEERQARMFAERRARZ
B fp i AED

Total interest in shares
ROEZEH

Deemed

Direct
interest

EFEFANES

interest

HEEES

100% = 541,448,000

100% 541,448,000 =

These represent the interest in convertible note in the
principal amount of USD52,500,000 pursuant to which a
total number of 138,813,559 new shares will be issued
upon full exercise of the conversion rights attaching thereto
at the initial conversion price of HK$2.95 per share.

These interests in aggregate are in fact the same block of
shares disclosed of by Chan Oi Mo, the wife of Lam Ching
Kui.
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes: (continued)

6. These interests in aggregate are in fact the same block of
shares disclosed of by Lam Ching Kui, the husband of
Chan Oi Mo.

Save as disclosed above, the register required to be kept
under Section 336 of the SFO showed that the Company
had not been notified of any interests or short positions in
the shares and underlying shares of the Company as at 30
June 2005.

SHARE OPTION SCHEMES

Movements during the current period of share options under

the Old Scheme and New Scheme are set out below:

Subscription
price per share

Exercisable period

FERR (&)
Bt o (&)

N, %ERGDZABBERERZRENERKEM
FEcEaE AR —HEND -

B L XTI RSN - RIRFE 77 R I 1R ) 58 336 1%
REATHRENECMAR  ARBALEZRE
EFRABEER _ZTZERFAAA=ZTHERARAK
MEEBERDTREEEDIORB PR -

BT E

REEASRFAERIZBERERTHAZ
EEHEHMT

Number of

share options
outstanding as at

1 January 2005 and

30 June 2005
R=-BZEZR&—-—HF—H
R=—ZZHFRA=1TH

BERBRARBE A F 1T EH A MEkZ BIREEE

HK$

BT

Old Scheme

EstaE

0.967 09/01/1997-08/01/2007 15,000,000

0.900 27/07/1999-26/07/2009 2,000,000

0.535 25/07/2001-24/07/2011 5,000,000
22,000,000

New Scheme

st &l

0.700 07/06/2002-06/06/2012 10,000,000
32,000,000
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SHARE OPTION SCHEMES (continued) iR ()
Movements during the current period of share options held BREE MR EEMFER 2 BRERAREH
by the directors included in the above tables are as follows: NZBBMT
Number of
share options
outstanding as at
1 January 2005 and
30 June 2005
Subscription R=-ZEZEHAF—H—H
price per share Exercisable period R—ZEZHFKXA=1TH
BERBORBEE A FTEHE MERz BRESE
HK$
BT
Old Scheme
Eta
0.967 09/01/1997-08/01/2007 15,000,000
0.900 27/07/1999-26/07/2009 2,000,000
0.535 25/07/2001-24/07/2011 2,000,000
19,000,000
New Scheme
et &l
0.700 07/06/2002-06/06/2012 10,000,000
29,000,000
As at 30 June 2005, the total number of share options RZZFEZRFAA=1R8 ' REFEREZ
available for granting pursuant to the New Scheme are ETHHITEEHz2ERELZHE B
63,222,000 shares representing approximately 3.6% of the 63,222,0000% © KM ARQ T 2 HEHITRAHN
total issued share capital of the Company. 3.6% °
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