BEHR - DEBRERB(ATZR)
(BEFUARPEARBEE(ET AR
BEEASEEERANER - @R
RERTEQRAEARENSK - A&
RFEE UREAARKRRNF
%o

BERQAE(ER) WRE - RREHM
BFEROERFENER - AENEE
MEE - RABEERBCETAAR
RAEREZR)NERAE - AR
BRRAE  BERRREFHRE B
RBRAEHEEMRSRE - 1F
BHXZERFE -EBR - -FE-8
EHRA AFEE - RERXD -

ERBRRITAAHE  REEEIEHER
TRARNERKEES  ARME
BEREAS - EE - % - BN
EBETHBRECTIEOHIEER
VEE  BYABEENER - A7
MNESE EFSNAREEHEY
B EE -

AREFSEERBRBERAENERF
T UFER  TENEHTH -
ESRUAQANEZERRIZIARNE
AEBE LE HE BRHET
BE ESHURE - SENEER
REZSERNRRAE  BE2M
BEBRZINEE  TEHAEEEX
7 ESR BRERESNER &
BHNEME ESEBREERATHR
T BBRE BHHEETEX
BRERMEEES -

During the reporting period, the Company continued to
improve its corporate governance and regulated its
operations in strict compliance with Company Law, Securities
Law, Standards for Corporate Governance of Listed
Companies issued by CSRC and other laws and regulations,
so as to protect the interests of the Company of its
shareholders.

In accordance with the Articles of Association, shareholders
have equal rights and undertake obligations based on the
shares held by them. Shareholders’ general meetings were
convened in strict compliance with Standard Opinions on
Shareholders’ General Meeting of Listed Companies, the
consideration and voting procedures for which were normal.
All general meetings have been attended and witnessed by
lawyers. Connected transactions of the Company were
conducted in accordance with the principle of equality,
voluntariness and fair consideration and were fair and
reasonable. Information for connected transactions was
completely disclosed.

The controlling shareholder strictly regulated its behaviour,
without any direct or indirect interference with the Company’s
production and operating activities. The Company stringently
carried out the strategy “Independent in Five Aspects” with
respect to its personnel, assets, finance, organisation and
business from those of the controlling shareholder, with
separate accounting systems and respective responsibilities
and risks. The Board of Directors, the Supervisory Committee
and other internal management organisations all operated
independently.

Directors are elected in strict compliance with the required
procedures in the Company Law and the Articles of
Association. The number of persons for the Board and the
personnel composition were in compliance with requirements
of laws and regulations. In accordance with the Rules of
Procedure for the Board of Directors, each director of the
Company attended the Board meetings earnestly and
performed their duties in honest and diligent manner.
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The Supervisory Committee of the Company has convened
regular meetings in accordance with the Rules of Procedure
for the Supervisory Committee and attended the Board
meetings in an earnest and responsible manner. The
supervisors and the Supervisory Committee of the Company
performed their duties and gave their independent opinions
in connection with supervision over the financial position,
acquisition and disposal of assets, connected transactions,
directors and senior management members of the Company.

Adequate respect and safeguard were provided to legal
interests of concerned parties for coordination and balance
among shareholders, staff and society, so as to jointly
promote sustainable and healthy development of the
Company.

The Company formulated the Internal Control System for
Information Disclosure and the System for Investor Relation
Management. The secretary to the Board of Directors was
in charge of information disclosure and handling visits and
enquiries from shareholders. In accordance with relevant
regulations, the Company disclosed information on an
honest, complete, accurate and timely basis, ensuring the
equal access to relevant information by investors.

During the reporting period, by publishing its announcements
and periodic reports in newspapers and designated websites
and holding results presentations and conference calls, the
Company introduced its operation and prospect to investors
for their deeper understanding on the Company.



RBEREAQRACEFEEBBIAN
(R LMRADATEE (FHLH
HAD) K&+ KRR ERERFAD
KNBPEAREERE U TEB(T
B FIEB R E o

RATEANCEGERE -

General Meeting /

During the reporting period, the Company was in compliance
with all the provisions in the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Listing Rules”).

Corporate Governance Structure of the Company:
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The Board of the Company consists of 11 directors, including
4 executive directors and 7 non-executive directors. The non-
executive directors includes 4 independent non-executive
directors, accounting for more than one. third of the total
members of the Board. Member of the Board are as follows:

Executive Director

Zhu Wuan Chairman

Wang Guohua Executive Director, General Manager
Jiang Juanming Executive Director, Chief Accountant

Yang Zhendong Executive Director, Chief Engineer

Non-Executive Director

Lu Changan Vice Chairman
Yu Baogai Non-Executive Director
Deng Gang Non-Executive Director

Independent Non-Executive Director

Wu Wenxiang Independent Non-Executive Director
Wu Hongzuo Independent Non-Executive Director
Li Yijing Independent Non-Executive Director
Shi Tiantao Independent Non-Executive Director
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The executive directors and non-executive Directors of the
Company have extensive experience in production, operation
and management and make reasonable decisions in respect
of the matters proposed by the Board. Among the 4
independent non-executive Directors, one is an experienced
participant in printing industry, one is an accountant with
years’ experience in accounting, one is a professor and Tutor
of dotorate candidates in Tsinghua University with
accomplishments in law, the other has the qualification of
being Hong Kong lawyer and has extensive experience in
law and corporate operation and management. Such
independent non-executive directors have abilities of
assessing internal control and reviewing financial report. The
Composition of the Board was in full compliance with the
requirements of the relevant domestic and overseas laws
and regulations and standardized documents.

During the reporting period, as is aware of the Board, there
is no connection among the directors (including the
Chairman and the General Manager) that is discloseable
with respect to finance, business, relatives or other relevant
matters.

Based on the written confirmations of the directors, all
directors of the Company have complied with the acquired
standards set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules during the reporting period.

The Company has received the confirmation on
independence submitted by the 4 independent non-executive
Directors pursuant to Article 3.13 of Chapter 3 Sponsors,
Authorised Representatives and Directors in the Listing
Rules, and the Board of the Company thinks that the 4
independent non-executive are independent.



WEHA > RATHBERRESS During the reporting period, the Company has convened 6

= ) Board meetings.
] FE£mn sadw FitHE R e
R) R) (x) (x) (%)
Required Attendance Attendance Attendance
Name attendance in person by proxy Absence rate
(times) (times) (times) (times) (%)
BiTES
Executive Directors
KRR 6 6 — — 100%
Zhu Wuan 6 6 100%
FTEE 6 6 — — 100%
Wang Guohua 6 6 100%
=28 4 4 — — 100%
Jiang Jianming 4 4 100%
BiRR 4 4 — — 100%
Yang Zhendong 4 4 100%
FHMITES
Non-executive Directors
ERZ 6 6 = — 100%
Lu Changan 6 6
THE 6 6 — — 100%
Yu Baogui 6 6 100%
o 4 4 — — 100%
Deng Gang 4 4 100%
BIUFRITES
Independent Non-executive Directors
B X 6 6 — — 100%
Wu Wenxiang 6 6 100%
HE & 6 6 = — 100%
Wu Hongzuo 6 6 100%
F-K 6 6 — — 100%
Li Yijing 6 6 — 100%
iR = 4 3 — — 75%
Shi Tiantao 4 3 = 75%
RBEHARREAFAE LBENE During the reporting period, the directors of the fifth Board
IEEEEES ' R AHA2005F were elected at the annual general meeting with a term
7R 14HZE2008%7H13H - AR E commencing from 14 July 2005 to 13 July 2008. Since Jiang
2 BIRR - Bl BRRXBRNE Jianming, Yang Zhendong, Deng Gang and Shi Tiantao are
NWEREEESERE  BEREHRE new members of the fifth Board , they are required to attend

SMURERE - four meetings during the reporting period.
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The Chairman and the General Manager of the Company
are assumed by different persons.

The Chairman, the legal representative of the Company, is
elected and removed by more than half of all directors of
the Board. The Chairman is responsible for corporate
planning and strategic decision-makings and chairing the
Board, so as to ensure that the Board duly considers and
approves all involved matters and the Board runs efficiently.

The Chairman is entitled to preside over the general
meetings, to convene and chair the Board meetings, to check
the implementation of resolutions of the Board, and to sign
the securities issued by the Company and other important
documents. As authorised by the Board, the Chairman can
also chair the general meetings and provide guidance to
the Company’s important business activities during the
adjournment of the Board meetings.

The General Manager is appointed by the Board and reports
to the Board. The General Manager commands the
management to take in charge of daily production, operation
and management of the Company and implementation of
all resolutions of the Board. As required by the Board or the
Supervisory Committee, the General Manager will report to
the Board or the Supervisory Committee the signature and
implementation of significant contracts, and the utilisation
of funds and the profit and loss.

Like the other directors, the existing non-executive directors
of the Company has the term of office of 3 years commencing
from 14 July 2005 to 13 July 2008.
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Performance of duties by independent non-
executive directors

Independent non executive directors of the Company
performed their duties in a prudent and responsible
manner in accordance with relevant laws and
regulations. They attended the Board meetings and
the shareholders’ general meetings with their
professional and constructive opinions for significant
decisions of the Company. They gave their special
opinions regarding the Company’s significant events.
By doing such, the independent non executive
Directors have played an active role for rational and
objective decisions of the Board and regulate
development of the Company, thus practically and
effectively protecting the legal interests of the
Company and its shareholders as a whole.

Independent Non-executive Directors’ Objection
to the Relevant Matters of the Company

During the reporting period, independent non
executive Directors of the Company did not object to
the proposals put forward at the Company’s Board
meetings and other meetings during the year.
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(1) EFFRETEEARLFER (1)  The Board of Directors exercised the power
BFHORE  T2688%: stipulated in laws and regulations and the
Articles of Association as follows:
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To convene shareholders’ general meetings
and implement resolutions passed thereat;

To formulate the annual operating plan and
material investment plan of the Company;

To determine the financial budget, profit
distribution plan, basic management
mechanism and material acquisition or
disposal plan of the Company;

To appoint or dismiss the Company’s general
manager and to appoint or dismiss the
Company’s senior management members
including the deputy general manager and the
financial controller based on nominations by
the general manager;

To propose to the shareholders’ general
meeting to re-appoint or change the
Company’s auditing and accounting firms;

To consider the management’s report;
To exercise the financing and borrowing right

and determine the pledge, lease and transfer
of the Company’s material assets.
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Work of the committees under the Board of
Directors
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The Board has set up four special committees, namely
the Strategic Development Committee, the Audit
Committee, the Remuneration and Monitoring
Committee and the Nomination Committee. Each
committee has formulated its own implementation

rules, which were approved by the Board.

BERZEEERE - Strategic Development Committee
BHREEZEENEE The main duties of the Strategic Development
BB R HIFT A 5 H R Committee are to formulate strategic rules of
BRE . EEEEOE the Company, to supervise the implementation
7 URBERFRELA of strategies and to timely adjust corporate
AE A ERERE - strategies and the governance structure.
BHEEZEEHES The Strategic Development Committee
EEHEMR BRBERE comprises five directors. During the reporting
ERMEHRITT X period, the Strategic Development Committee
e% TEFETLARE convened one meeting. The directors,
E-EERaREEA supervisors and senior management of the
E2m HATI+— Company were invited to the meeting to
TRREAREIETTH discuss the Company’s “Eleventh Five Year”
o Development Plan.
BRERZEEEHER List of Strategic Committee members and
BEREgEER information on the committee meeting
attendance:

20055EFEH & BERHE

] iR EA | & P FEERH
Required number

of attendance Actual number
Name Remark for 2005 of attendances
EERARR ZESXE 1 1
Zhu Wan, Chairman Committee, Chairman
BESRERZ 1 1
Lu Changan, Vice Chairman
BITESTEE 1 1
Wang Guohua, Executive Director
BITESEHRR 1 1
Yang Zhendong, Executive Director
BYFHTESR X 1 1

Wu Wenxiang, Independent Non-Executive Director
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CORPORATE GOVERNANCE REPORT
(contineud)

Power of the Board of Directors and senior
management (contineud)

(2) Work of the committees under the Board of
Directors (contineud)

2. Audit Committee

The power of the Audit Committee was
formulated in accordance with advice in Guide
for Effective Operation by Audit Committee
issued by Hong Kong Institute of Certified
Public Accountants, Code on Corporate
Governance Practices as set out in Appendix
14 to the Listing Rules and Standard of
Corporate Governance for PRC Listed
Companies issued by CSRC. Its major duties
are to review and examine the quality and
procedure of the financial reporting of the
Group, to review the completeness and
effectiveness of the internal control system of
the Company, to appoint independent auditors,
coordinate their work and review the quality
and efficiency of their work, and, lastly, to
review all written reports by internal auditors
and the management’s feedback on such
reports.

The Company is the only enterprise to receive the National Advanced Enterprise
of Machinery Industry with Quality Efficiency in January 2005 and earned the
name of Modernized Management Enterprise in March 2005

ke kA R B BB G AR 2 A
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In March 2005, Mr. Albrecht Glockle, Head of Technological Supervision and Prevention
Division of German Printing and Paper Processing Professional Committee, awarded
Mr. Zhu Wuan, the Chairman of the Company, GS Certification

(2) Work of the committees under the Board of
Directors (contineud)

2.

Audit Committee (contineud)

The Audit Committee comprises three
Directors. During the reporting period, the
Audit Committee convened four meetings.
Prior to their announcements, the Audit
Committee had reviewed the unaudited
financial statements for the first and third
quarters of 2005 (prepared under the PRC
accounting standards) and the unaudited
financial statements for the half year ended
30 June 2005, and recommended the Board
to approve the same. In addition, it made
independent assessment on the effectiveness
of the internal control system of the Company,
and monitored and examined the internal audit
of the Company, and consistently provided the
management with its professional opinion
regarding improvement of the Company’s
internal control and corporate governance.
Opinions or warnings of relevant risks were
also made to the management in connection
with the Company’s significant events. In
accordance with the amended governance
requirements by the Stock Exchange, the
Audited Committee has submitted to the
Board, after each meeting, the reports on
major events under discussion, and has
reported to the Board with respect to its
performance and progress of work at least
every six months.




2 EFEBETEREEIFER (2) Work of the committees under the Board of

(##) Directors (contineud)
EHEESeRE List of Audit Committee members and
A =]
LERE S information on the committee information on
B &
R the committee meeting attendances:
2005 FEHE BRHE
] EL EERE | & PN

Required number
of attendance Actual number

Name Remark for 2005 of attendances
BIYFHTESFT—K ZEEXE 4 4
Li Yijing, Independent

Non-Executive Directors Committee, Chairman
BYFHTESHRRE 4 4
Shi Tiantao, Independent

Non-Executive Directors =
HITESEZEH 4 4
Jiang Jianming,

Executive Director —
FHEEXEES 3. Remuneration and Monitoring Committee
FMREERZEXER The major duties of the Remuneration and
ERMENERELLA Monitoring Committee are to study and
FERNBCR AR A consider the Company’s remuneration policy
HETAQATESNSR and incentive mechanism, and to formulate the
EEAENERZEEY appraisal standard for directors and senior
ETERZ management of the Company and examine

them.
FHEEZERZEEEH= The Remuneration and Monitoring Committee
BEEMAMK - FijgEE comprises three directors. During the reporting
V?E%Bﬁﬁ%ﬁﬁ&i" period, the Remuneration and Monitoring
—REF - BWEH— Committee convened one meeting. The

EE%@E%%E@M&E committee proposed a remuneration plan for
= UREENEEEN the new Board and guided and supervised the
AP HENEE RV RRET R review and improvement of the remuneration
TEIE- system of the Company.

BEADQFHMECR -
EEFH - sREEA
SNEFERYMESE
HE BIRELB
[EE - EE - 84&E
BABMETIHER]
o

Details of the Company’s remuneration
policies, remuneration of directors, appraisal
of the senior management and the incentive
mechanism are set out in Part IV of this annual
report headed “Directors, Supervisors, Senior
Management and Staff”.
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(2) Work of the committees under the Board of
Directors (contineud)

List of Remuneration and Monitoring
Committee members and information on the
committee meeting attendances:

2005FFEH ® BEHE

L] -4 P EERRH
Required number

of attendance Actual number

Remark for 2005 of attendances

ZERXE 1 1

Committee, Chairman

4. Nomination Committee

The principal duties of the Nomination
Committee are to work over and hence give
its opinion on candidates and, election
standard and procedures for directors and the
senior management.

The Nomination Committee comprises three
directors. During the reporting period, the
Nomination Committee convened one meeting
with 100% attendance.

The nomination process, recommendation
procedure and qualification and basic
requirements for directors are set out in the
Articles of Association and by-laws of the
Company. During the year, the Nomination
Committee supervised and guided the election
procedure and work arrangement for the new
Board, reviewed the written nomination
materials on director candidates submitted by
shareholders and the Board, and organized
and completed the nomination of directors for
the fifth Board.




(2) EESEBTZESIHER (2) Work of the committees under the Board of

(#8) Directors (contineud)
BEZEERERER List of Nomination Committee members and
SEER information on the committee meeting
attendance:
2005 EH BRHE
M B 1§ PN BEERE

Required number
of attendance Actual number

Name Remark for 2005 of attendances
BYFETESHERL ZEEXE 1 1
Wu Wenxiang, Independent

Non-Executive Director Committee, Chairman
BYKEITEETHRRE 1 1

Shi Tiantao, Independent

Non-Executive Director —
FEHITEEHM 1 1
Deng Gang,

Non-Executive Director —

(3) FLFEEREREAFERER (3) The management of the Company undertakes
FHRKE TEBTLUTR the following duties as stipulated in the Articles
": of Association:

i EEABERAQTF e To arrange and implement the Company’s
EREFENRER operating plan and investment plan;
=,

2, BERT 25 A 5] A 30 B 2 2. To propose the establishment for internal
BREBEAR management institutions of the Company;

3 B AR ARNERERE 3 To propose the basic management
HE mechanism for the Company;

4. BAENERERERE 4. To appoint or dismiss other management
ESEITRBEUIM members whose appointment and dismissal
EEEEAE; are not subject to the Board;

5. FIET ARINELRRES 5. To formulate such matters as basic rules for

EIF o the Company.
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During the reporting period, the Company appointed Deloitte
Touche Tohmatsu Certified Public Accountants and Deloitte
Touche Tohmatsu Certified Public Accountants of Hong Kong
as its domestic and overseas auditors respectively and have
reviewed the principal report prepared under the PRC
accounting standards and the financial report prepared under
the Hong Kong GAAP. The remuneration payable to Deloitte
Touche Tohmatsu Certified Public Accountants and Deloitte
Touche Tohmatsu Certified Public Accountants of Hong Kong
is Rmb$1,200,000 and HK$800,000 respectively, of which
annual audit fee amounts to HK$500,000 and interim audit
fee amounts to Rmb1,200,000, HK$300,000. The audit fee
includes the fees for audit and review services and travelling
expenses incurred for audit and review in other places.

As at 31 December 2005, Deloitte Touche Tohmatsu Certified
Public Accountants has provided audit services for the
Company 7 years and Deloitte Touche Tohmatsu Certified
Public Accountants of Hong Kong provided audit services
for the Company for 9 years.

There is no change in the auditors of the Company during
the past three years.

A proposal will put forward as to whether to re-appoint the
two accounting firms as the Company’s auditors for the year
2006 at the forthcoming annual general meeting.

This statement is made for shareholders to differentiate the
respective responsibilities of the directors and the auditors
in connection with service reports, which should be read in
conjunction with the Responsibility statement by auditors
contained in the auditors’ report set out in the financial
statements.

The Board is of the opinion that as the Company’s resources
are sufficient for its operation in future, the financial
statements have been prepared based on the going concern,
that in preparation of such financial statements, applicable
accounting policies were adopted and carried through with
reasonable and prudent judgment and valuation, and that
the preparation of the statements is in compliance with all
accounting standards the Board considers applicable.

The directors are responsible to ensure that the accounts
record prepared by the Company reasonably and accurately
reflects the Company’s financial condition, and the financial
statements are in compliance with relating accounting
requirements in the PRC and Hong Kong.
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The Board is responsible for establishment and maintenance
of the Company’s internal control system to review the key
control process relating to finance, operation, legality and
risk management to safeguard the shareholders’ interests
and assets of the Group. The Board authorises the
management to implement the said internal control system
and the Audit Committee reviews its efficiency.

The internal control system summaries and clarifies the
objective, content, process and functions of the internal
control, which facilitates the Company’s review and
assessment on its compliance with existing systems and
results of the internal control. The Board of the Company
plans to conduct an overall examination and supervision on
the internal control system each year to meet relevant
requirements in Code on Corporate Governance Practices
as set out in Appendix 14 to the Listing Rules.

Due to its intrinsic limitation, the internal control system of
the Company is set up to manage the potential risks which
would not be completely eliminated. Therefore, such internal
control system can only provide a rational, but not absolute,
guaranty, for realisation of the Company’s operating targets.
It is impossible for the internal control system to stop material
misreprentations or loss.

20055 A1IEBESAILISA -
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The exhibition booth of the
Company in the 6" Beijing
International Printing Technology
Exhibition held in Beijing from 11
May to 15 May 2005.
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1. Business: The Company has a complete business
structure with capability of carrying out its business
independently. The Company and the controlling
shareholder do not have businesses competing with
each other. The controlling shareholder does not
directly or indirectly interfere with the operation of the
Company.

2. Personnel: The Company is independent of the
controlling shareholder with respect to labour,
personnel and salaries management. Senior
management members including the general
manager, deputy general managers, secretary to the
Board and chief accountant receive their
remunerations in the Company.

3. Assets: the Company has independent and complete
systems for production, supply and sales, and the
ancillary facilities.

4. Organisation: The Company has established a
complete organisation structure. The Board of
Directors, the Supervisory Committee and other
internal organisations carried out their operations
independently.

5 Finance: The Company has established an
independent finance department and an independent
finance and accounting system. The Company has
implemented a complete financial management
system with separate bank accounts.

During the reporting period, the Board of Directors signed
annual key task undertakings with the senior management
and certain division heads who were rewarded according to
the completion of their undertakings and the comprehensive
appraisal.




