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APPENDIX IX SUMMARY OF THE ARTICLES OF ASSOCIATION

(17) Rights of minority shareholders in relation to fraud or oppression

Apart from obligations imposed by laws, administrative regulations or the listing rules of
the stock exchange(s) on which shares of the Company are listed, a Controlling Shareholder
shall not, by virtue of the exercise of his voting rights, cause a decision to be made in a manner
prejudicial to the interests of the shareholders generally or part of the shareholders in
connection with the following matters:

@

(i)

(iii)

to relieve a Director or Supervisor of his duty to act honestly in the best interests of
the Company;

to approve the expropriation by a Director or Supervisor (for his own benefit or for
the benefit or another person), in any manner, of the Company's assets, including,
without limitation, opportunities beneficial to the Company; or

to approve the expropriation by a Director or Supervisor (for his own benefit or for
the benefit of another person) of the personal rights of other shareholders including
without limitation, rights to distributions and voting rights, but not including a
proposal for the restructuring of the Company submitted to and approved by the
shareholders in general meeting in accordance with the Articles of Association.

For these purposes, a Controlling Shareholder means a person who satisfies any one of the
following conditions:

@

(i)

(iii)

(iv)

he alone or acting in concert with others has the power to elect more than half of the
Directors;

he alone or acting in concert with others has the power to exercise or to control the
exercise of 30 per cent. or more of the voting rights in the Company;

he alone or acting in concert with others holds 30 per cent. or more of the issued
shares of the Company; or

he alone or acting in concert with others in any other manner controls the Company
in fact.

(18) Procedures on liquidation

The Company shall be liquidated in any of the following circumstances:

(@)
0)
(©)

(D

a general meeting has resolved by special resolution to dissolve the Company;
dissolution is necessary by reason of its merger or demerger;

the Company is declared insolvent in accordance with law because it is unable to pay
its debts as they fall due;

the Company was ordered to be closed down by reason of its contravention of laws
or administrative regulations.

Where the Directors decide to liquidate the Company otherwise than as a result of a
declaration of insolvency, the Directors shall, in the notice convening a general meeting for this
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APPENDIX IX SUMMARY OF THE ARTICLES OF ASSOCIATION

purpose, include a statement to the effect that, after having made a full enquiry into the affairs
of the Company, it is of the opinion that the Company will be able to pay its debts in full within
12 months from the commencement of the liquidation. Upon the passing of a resolution by the
general meeting to commence liquidation, the powers of the Directors shall cease.

If the Company is to be liquidated pursuant to grounds (a), (c¢) or (d) above, a liquidation
committee shall be established. The composition of a liquidation committee varies depending
on the ground of liquidation.

The liquidation committee shall:
(i) comply with instructions of the general meeting;

(ii) report to the shareholders at least once a year on the receipts and payments of the
liquidation committee, the business of the Company and the progress of liquidation;
and

(iii) submit a final report to shareholders on completion of the liquidation.

The liquidation committee of the Company shall notify all creditors within 10 days
following its establishment and shall make at least three public announcements regarding the
same within a period of 60 days.

The liquidation committee shall have the following powers:

(1) to examine the assets of the Company and prepare a balance sheet and an inventory
of the Company’'s assets;

(i) to inform creditors by notice or public announcement;

(iii) to deal with and liquidate the relevant outstanding businesses of the Company;
(iv) to settle matters of tax payment;

(v) to settle claims and debts of the Company;

(vi) to dispose of the assets of the Company remaining after repayment of debts; and
(vil) to represent the Company in civil legal proceedings.

If the Company is being liquidated pursuant to ground (a) above and the liquidation
committee discovers that the Company's assets are insufficient to repay its debts in full, it shall
immediately suspend liquidation and apply to the People’s Court for a declaration of insolvency:.
Following a ruling by the relevant People’s Court that the Company is insolvent, the liquidation
committee shall hand over to the People’s Court all matters relating to the liquidation.

Liquidation costs, including remuneration payable to the members and advisers of the
liquidation committee, shall be paid out of the assets of the Company before the claims of other
creditors are paid.
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APPENDIX IX SUMMARY OF THE ARTICLES OF ASSOCIATION

(19) Other provisions material to the Company or its shareholders
(a) General provisions and limited liability

The Company is a joint stock limited company of perpetual duration and was
established by way of promotion. It is an independent enterprise legal person.

The entire capital of the Company is divided into shares of equal value. The liability
of the shareholders to the Company is limited to the amount payable on subscription of the
shares held by them. The Company shall be liable for its debts to the extent of all its assets.

The Company may invest in other limited liability companies and joint stock limited
companies and shall be liable to the investee companies to the extent of its investment in
such companies. The Company shall not become a shareholder with unlimited liability of
any other economic organisations. Subject to the approval of the relevant authority, the
Company may in accordance with its business and operational requirements operate as a
holding company as provided under Article 12 of the PRC Company Law.

(b) The Articles of Association

The Articles of Association constitute a legal document regulating the constitution and
activities of the Company, the rights and obligations between the Company and its
shareholders and the shareholders inter se. The Articles of Association are binding upon
the Company and its shareholders, directors, supervisors, managers and other officers.
Such persons may bring claims on matters related to the Company in accordance with the
provisions of the Articles of Association.

The shareholders may bring actions against the Company, and vice versa and the
shareholders may bring actions against other shareholders, directors, supervisors,
managers and other officers of the Company in accordance with the provisions of the
Articles of Association. For these purposes, actions include proceedings commenced in
court and arbitration proceedings commenced in arbitration tribunals.

(c) Share capital
The entire capital of the Company is divided into shares of equal par value.

The Company shall at all times have ordinary shares but may create other classes of
shares in accordance with its requirements and upon approval by the companies
supervisory department authorised by the State Council. The Shares in issue and to be
issued as mentioned in this prospectus are in the form of registered ordinary shares and
each Share has a nominal value of RMBI1.

The total number of issued shares of the Company under the Articles of Association
as currently constituted and approved by SCRES shall be no less than 1,408,610,000 and
not more than 1,457,911,000 shares, comprising 915,600,000 A Shares already in issue at
the time of the establishment of the Company and no less than 493,010,000 but no more
than 542,310,000 overseas listed foreign shares. Such total number will however be subject
to the exact number registered with the relevant Administration for Industry and
Commerce.

193



APPENDIX IX SUMMARY OF THE ARTICLES OF ASSOCIATION

Upon the passing of a special resolution at a general meeting and, if necessary,
separate class meetings and upon compliance with the procedures prescribed by relevant
PRC law and administrative regulations, the Company may increase its share capital based
on its business and development requirements and issue new shares. The following
methods may be used for an increase in capital:

(1) by an offering of new shares to unspecified investors;

(ii) by a placing of new shares to existing shareholders;

(iii) by a bonus issue of shares to existing shareholders; or

(iv) by any other method permitted under PRC law and administrative regulations.

The Company may reduce its registered capital in accordance with the provisions of
the Articles of Association. The registered capital of the Company after a capital reduction
shall not be lower than the lowest limit prescribed by law. Where the Company reduces its
registered capital, it shall prepare a balance sheet and inventory of assets. The Company
shall notify its creditors within 10 days from the date of a resolution to reduce its registered
capital, and shall make a public announcement in newspapers at least 3 times within 30
days thereof. The creditors shall have the right, within 30 days of receipt of the notice or
within 90 days of the date of the first public announcement if the notice has not been
received, to require the Company to pay its debts or provide guarantee to the amount of
its debts.

(d) Shareholders

A shareholder of the Company is a person who lawfully holds shares of the Company
and whose name is entered in the register of shareholders.

A holder of ordinary shares of the Company shall have the following obligations:
(1) to abide by the provisions of the Articles of Association;

(11) to pay subscription monies according to the number of Shares subscribed and
the method of subscription;

(1i1) other obligations imposed by laws, administrative regulations and the provisions
of the Articles of Association.

Except pursuant to terms of an agreement made at the time of a subscription of
shares, a shareholder shall not be liable to subscribe for further share capital.

The register of shareholders shall be sufficient evidence of the holding of the shares
of the Company by the shareholders, unless there is evidence to the contrary. Alteration or
rectification of each part of the register of shareholders shall be made in accordance with
the law of the place where that part of the register of shareholders is kept. Any person who
has any objection in relation to the register of shareholders and seeks to register his name
on the register of shareholders or to delete his name from the register of shareholders may
in each case apply to a court of competent jurisdiction to rectify the register of
shareholders.
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Where two or more persons are registered as the holders of any shares, they shall be
deemed to hold the same as joint tenants, subject to the following provisions:

(1) the Company shall not be bound to register more than four persons as the joint
holders of any Shares;

(11) the joint holders of any Shares shall be liable severally and jointly for all
payments which ought to be made in respect of such Shares;

(iii) on the death of any one of such joint holders, the survivor(s) shall be the only
person or persons recognised by the Company as having any title to any such
shares but the Directors may require such evidence of death as they may deem
fit; and

(iv) only the person whose name stands first in the register of shareholders as one
of the joint holders of any share shall be entitled to delivery of the certificate
relating to such share, or to receive notices from the Company, or to attend or
vote at general meetings of the Company, and any notice given to such person
shall constitute notice to all joint holders.

Any shareholder who has lost his share certificate (the “original certificate”) may
apply to the Company for a new certificate in respect of the shares (the “relevant shares”)
represented by the original certificate. The Articles of Association contain provisions
prescribing the procedures for the application for replacement certificate in respect of
holders of domestic shares and overseas listed foreign shares. In respect of holders of H
Shares, an applicant is required to submit an application in the prescribed form
accompanied by a notarial certificate or a statutory declaration. Where the Company is
satisfied that it has not received any objection to the issue of the replacement share
certificate having regard to the requirements set out in the Articles of Association, the
Company will issue a new share certificate and cancel the original certificate. All expenses
of the Company relating to the cancellation of an original certificate and the issue of a new
share certificate shall be borne by the applicant. The Company is entitled to refuse to take
any action before reasonable security is provided by the applicant in respect of those
expenses.

After the Company has issued a new replacement share certificate in accordance with
the above provisions, the name of a bona fide purchaser who obtains the new share
certificate or a person whose name is subsequently entered into the register of
shareholders in respect of the relevant shares (if a bona fide purchaser) shall not be
removed from the register of shareholders. The Company shall not be liable for any
damages suffered by any person by reason of the cancellation of the original certificate or
the issue of the new share certificate unless the claimant proves that the Company has
acted fraudulently.

(e) Directors

The Directors are accountable to the shareholders in general meeting and shall
exercise the following powers:

(1) to convene general meetings and to report on their work at the general
meetings;

(ii) to implement resolutions of general meetings;
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(ii1) to decide on the Company’s business plans and investment proposals;
(iv) to prepare the annual budget and final accounts;

(v) to prepare profit distribution proposals and proposals for making up accrued
losses of the Company;

(vi) to prepare proposals for the increase or reduction of share capital and the issue
of bonds of the Companys;

(vil) to formulate proposals for the demerger, merger and dissolution of the
Company;

(viii)to formulate the internal management structure of the Company;

(ix) to appoint and dismiss the general manager of the Company and at the
recommendation of the general manager, to appoint and dismiss the deputy-
general managers, financial controller and other senior officers, and to
determine their remuneration and method of payment;

(x) to formulate the basic management system of the Company;
(x1) to prepare proposals for amendments to the Articles of Association;
(xil) to formulate proposals for major acquisitions or disposals by the Company;

(xiil) subject to compliance with the requirements of the relevant laws, regulations,
rules and to the scope of authority delegated by the Company in general
meeting, to exercise the Company’s powers to raise capital, borrow money and
make decisions on the charging, letting, sub-contracting and transfer of the
Company’s major assets; and

(xiv) other powers conferred by general meetings and the Articles of Association.

A majority of at least two-thirds or more of the Directors shall be required for the
passing of any resolution in respect of items (vi), (vil), (xi) and (xi1) above. A majority of
one half of the Directors shall be required for the passing of any resolutions in respect of
the other matters specified above.

Meetings of the Directors shall be held at least twice every year and shall be
convened by the chairman, provided that when an urgent matter arises, extraordinary
meetings of the Directors may be convened upon the requisition of more than one third of
the Directors jointly or upon the proposal of the general manager.

A meeting of the Directors shall only be held if more than one half of the Directors are
present. Each Director shall have one vote. In the case of an equality of votes, the chairman
shall have an extra vote.

(f) Company secretary
The Company shall have a company secretary who shall be appointed and may be
dismissed by the Directors. The company secretary shall be a natural person who, in the

opinion of the Directors, has the requisite professional knowledge and experience to be
the company secretary. One or two natural persons may act as the company secretary.
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The primary responsibility of a company secretary 1s to ensure that the
documentation and records of the Company are complete, that the Company prepares and
submits to the administration for industry and commerce authority and other competent
authorities the required reports and documents, that the Company's register of
shareholders is properly established, and that persons entitled to the relevant records and
documents of the Company are promptly furnished with the same, and to discharge the
obligations of a company secretary according to law and the Articles of Association
(including the reasonable requests of the Directors).

Directors or other officers of the Company may concurrently act as company
secretary. An accountant of a firm of accountants retained as auditor by the Company shall
not concurrently act as company secretary.

(g) General manager

The general manager shall be appointed and dismissed by and be accountable to the
Directors. Unless otherwise prescribed in the Articles of Association, the general manager
shall exercise the following powers:

(1) to take charge of the production, operations and management of the Company
and to organise the implementation of the resolutions of the Directors;

(ii) to convene and chair meetings of the general manager’s office personally or
appoint a deputy general manager to do so; meetings of the general manager’s
office shall be attended by the general manager, deputy general managers and
other officers;

(iil) to organise the implementation of the annual operational plan and investment
proposals of the Company;

(iv) to formulate the basic management structure and establish the internal
administration rules and regulations of the Company;

(v) to recommend the appointment, dismissal or transfer of deputy general
managers, financial controllers and other officers (other than those required to
be appointed or dismissed by the Directors);

(vi) to determine the grant or imposition of any awards or penalties, promotion or
demotion, increase or reduction in salaries/wages, appointment, employment,
dismissal or resignation of staff and workers of the Company; and

(vil) to exercise other powers conferred by the Articles of Association and the
Directors.

(h) Supervisory committee

The Company shall have a supervisory committee and shall consist of three
Supervisors, one of whom shall be a representatives of employees who is elected and may
be removed by the employees of the Company and the others shall be elected and may
be removed by the general meeting. The Supervisors shall be appointed for a term of three
years and may be re-elected to serve consecutive terms. The supervisory committee shall
have one chairman, whose appointment and removal shall be decided by two thirds or
more of the Supervisors. The supervisory committee shall meet at least twice a year.
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The Supervisors shall not undertake concurrently the duties of the Directors,
managers or other officers of the Company.

The supervisory committee shall be accountable to the general meeting and shall
exercise the following powers in accordance with law:

(1) to examine the Company’s financial affairs;

(i) to monitor whether the Directors, managers and other officers have in the
performance of their duties to the company acted in contravention of law,
administrative regulations, the Articles of Association or the resolutions passed
at general meetings;

(ii1) if the conduct of a Director, manager or other officer is prejudicial to the
interests of the Company, to require him to rectify such conduct;

(iv) to examine financial information such as the financial reports, business reports
and profit distribution proposals which the Directors propose to submit to the
general meeting, and in case of doubt, to appoint on behalf of the Company a
registered accountant or auditor to assist in the review;

(v) to propose the convening of extraordinary general meetings;

(vi) to represent the Company in negotiating with the Directors or to institute
proceedings against the Directors;

(viil) other powers stipulated in the Articles of Association.
(1) Ohbligations of Directors, Supervisors, managers and officers of the Company

Each Director, Supervisor, manager and other officer is under a duty, in the exercise
of his powers and the discharge of his obligations, to exercise such care, diligence and
skill that a reasonably prudent person would exercise in comparable circumstances.

In addition to the obligations imposed by PRC law, administrative regulations or by
the rules of the stock exchange(s) on which shares of the Company are listed and the duty
of confidence and fiduciary obligations (the major principles of which have been set out
in the Articles of Association), each Director, Supervisor, manager and other officer when
exercising the powers conferred upon him by the Company owes to each of the
shareholders the following obligations:

(1) not to cause the Company to exceed the scope of operations stipulated in its
business licence;

(1) to act honestly in what he considers to be in the best interests of the Company;

(1ii) not to take in any manner the Company’s property, including (without limitation)
opportunities beneficial to the Company; and

(iv) not to expropriate the personal rights of shareholders, including (without
limitation), right to distributions and voting rights, but not including a proposed
restructuring of the Company submitted to and approved by the general meeting
in accordance with the Articles of Association.
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Apart from any rights and remedies provided by law, where a Director, Supervisor,
manager or other officer is in breach of his obligations to the Company, the Company has
a right to:

(1) damages in compensation for losses sustained by the Company as a result of
such breach;

(1) cancel any contract or transaction entered into by the Company with that
Director, Supervisor, manager or other officer or with a third party where such
third party knew or should have known there was such a breach;

(iii) an account of the benefits obtained by the Director, Supervisor, manager or
other officer as a result of his breach of obligations;

(iv) recover any monies received by the Director, Supervisor, manager or other
officer which should have been received by the Company, including without
limitation commissions;

(v) recover the interest earned or which may have been earned by the Director,
Supervisor, manager or other officer on monies which should have been given
to the Company; and

(vi) institute legal proceedings for a declaration that any property acquired by the
Director, Supervisor, manager or other officer in breach of his obligations
belongs to the Company.

() Labour management and staff and trade union

The Company shall formulate its labour management, personnel management, wages
and welfare and social insurance systems in accordance with PRC law, regulations and
relevant administrative provisions.

In respect of all levels of management personnel, the Company shall adopt the
appointment system and in respect of other employees, the Company shall adopt the
contract system. The Company shall have autonomy in respect of the deployment of its
employees and has the right to recruit and dismiss management personnel and employees
in accordance with laws and regulations and contractual terms.

The Company shall arrange for medical insurance, retirement insurance and
unemployment insurance for its management personnel and staff and workers in
accordance with relevant administrative regulations of the PRC central and local
governments and shall implement the law, regulations and relevant requirements in respect
of labour insurance and labour protection for retired and unemployed staff and workers.

The employees of the Company may in accordance with law organise trade unions,
carry out trade union activities and protect the lawful rights of employees. The Company
shall provide the necessary conditions for the activities of the trade union of the Company:.
The Company shall allocate a trade union fund and develop trade union activities in
accordance with relevant PRC law.
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(k) Resolution of disputes

Whenever any dispute or claim arises from any rights or obligations provided in the
Articles of Association, the PRC Company Law and other relevant law and administrative
regulations concerning the affairs of the Company between the following parties:

(1) a holder of overseas listed foreign shares and the Company;

(i) a holder of overseas listed foreign shares and the Directors, Supervisors,
managers or other officers of the Company; and

(ii1) a holder of overseas listed foreign shares and a holder of domestic shares,

then, unless otherwise specified in the Articles of Association, such parties shall submit
that dispute or claim to arbitration before either (1) the China International Economic and
Trade Arbitration Commission in accordance with its rules, or (2) Hong Kong International
Arbitration Centre in accordance with its securities arbitration rules.

Once the claimant refers a dispute or claim to arbitration, the other party must submit
to the arbitral body elected by the claimant. If the party applying for arbitration elects to
arbitrate at the Hong Kong International Arbitration Centre, then any party to the dispute
shall be entitled to request, in accordance with the requirements of the securities
arbitration rules of Hong Kong International Arbitration Centre, that arbitration be
conducted in Shenzhen.

If arbitration is sought to resolve disputes or claims referred to above, the applicable
law shall be PRC law, save as otherwise prescribed by law and administration regulations.
Such arbitration shall be final and conclusive and shall be binding on all parties to the
dispute.

In respect of a dispute or claim referred to above, the entire claim or dispute must be
referred to arbitration and all persons (being the Company or the shareholders, Directors,
Supervisors, managers or other officers of the Company) who have a cause of action based
on the same facts giving rise to the dispute or claim or whose participation is necessary
for the resolution of such dispute or claim shall submit to arbitration in accordance with
the above provisions.

Disputes in connection with the determination of whether a person is or is not a
shareholder and the register of shareholders need not be resolved by arbitration.
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1. THE COMPANY

The Company was established in the PRC as a joint stock limited company on 15th August,
1996 with AEHC as the sole promoter. The Company has established a place of business at 4th
Floor, Jardine House, 1 Connaught Place, Hong Kong, and has submitted an application to the
Registrar of Companies in Hong Kong to be registered as an oversea company in Hong Kong
under Part XI of the Companies Ordinance. Such application contains a notice of the
appointment of GallantY.T. Ho & Co as the agent of the Company for the acceptance of service
of process. A summary of certain relevant PRC laws and regulations and a summary of the
Articles of Association are set out in appendices VIII and IX, respectively.

At the time of its establishment, the Company’s registered capital was RMB915,600,000
divided into 915,600,000 Shares of nominal value RMBI1 each. These were A Shares held by
AEHC representing 100 per cent. of the initial registered capital.

The establishment of the Company involved, among other matters, the following
procedures and approvals:

(a) a Reorganisation proposal dated 7th July, 1996 prepared by AEHC and submitted to,
among other authorities, SCRES;

(b) on 23rd July, 1996, the State Land Administration Bureau issued an approval (Guo Tu
Pi [1996] No.69) confirming the valuation of the land use rights to be transferred to
the Company approving the transfer of such land use rights in return for A Shares
credited as fully paid to be held by AEHC on behalf of the State and approving the
grant to the Company of transferable land use rights for a term of 30 years;

(c) on 26th July, 1996, the State Assets Bureau issued an approval (Guo Zi Ping [1996]
No.618) confirming the valuation of the assets to be transferred to the Company
following implementation of the Reorganisation;

(d) on 9th August, 1996, the State Assets Bureau issued an approval (Guo Zi Qi Fa [1996]
No. 90) approving the injection of assets into the Company in consideration for the
issue, credited as fully paid, of 915,600,000 A Shares to AEHC;

(e) on 14th August, 1996, SCRES issued an approval (Ti Gal Sheng [1996] No.112)
approving the establishment of the Company;

() on 15th August, 1996 a business licence was issued by the Anhui Provincial
Administration for Industry and Commerce to the Company, whereupon the Company
was established as a joint stock limited company with a registered capital of
RMB915,600,000 and acquired the status of an enterprise legal person;

(g) on 30th May, 1996, the Anhui Provincial People’s Government issued an approval (Wan
Zheng Mi [1996] No. 106) confirming that the Company is entitled to a rebate in an
amount equal to 18 per cent. of the Company'’s taxable income in respect of EIT
(which is at the rate of 33 per cent. of the Company’s taxable income);

(h) on 16th August, 1996, the first extraordinary general meeting of the Company was
held at which the following resolutions, among others, were passed:

(1) the Articles of Association were adopted;

(i) the conversion of the Company to a public subscription company was approved;
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(iii) conditional on (1) the Listing Committee of the Stock Exchange granting listing

of and permission to deal in the H Shares and (2) the obligations of the
Underwriters under the underwriting agreement referred to in the paragraph
headed "“Underwriting arrangements and expenses’ of this appendix becoming
unconditional and not being terminated in accordance with the terms of that
agreement or otherwise, in each case on or before 23rd November, 1996 (or
such later date as may be agreed between the Directors (or a committee of the
Directors) and the Underwriters):

(aa) the H Share Offer was approved and the Directors were authorised to allot
and issue the H Shares pursuant thereto;

(bb) the registered capital of the Company was increased from RMB915,600,000
to RMB1,408,610,000 by the creation of 493,010,000 H Shares, or to such
amount as may be augmented by the exercise of the Over-allotment Option
granted to the Underwriters under the Underwriting Agreement;

on 29th August, 1996, SCRES issued an approval (Ti Gai Sheng [1996] No.118)
approving the conversion of the Company into an overseas listed public company, the
Articles of Association and the share capital structure of the Company;

on 9th October, 1996, the Securities Commission issued an approval (Zheng Wei Fa
[1996] No.31) approving the H Share Offer; and

on 12th October, 1996, the second extraordinary general meeting of the Compnay
was held at which the following resolutions, among others, were passed:

®

(i)

a general mandate was granted to the Directors to exercise the Company’s
powers to raise capital, borrow money and deal with the Company's assets,
without any further sanction of the shareholders in general meeting, unless such
sanction is required under the PRC Company Law or the Articles of Association;
and

a general mandate was granted to the Directors to distribute interim dividends
and bonuses without any further sanction of the shareholders in general meeting,
but the exercise by the Directors of such mandate shall be in accordance with
the requirements of the Articles of Association, applicable laws, regulations and
rules, resolutions passed by the shareholders in general meeting from time to
time and the contents of this prospectus.

Immediately after completion of the Placing and New Issue, the issued share capital of the
Company will be RMBI1,408,610,000 made up of 915,600,000 A Shares held by AEHC and
493,010,000 H Shares, representing approximately 65 per cent. and 35 per cent. of the
Company's issued share capital respectively (assuming the Over-allotment Option is not
exercised), all of which are, or will be, fully paid or credited as fully paid.

Save as aforesaid, there has been no alteration in the share capital of the Company since
its establishment.
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2. REORGANISATION AND TAXATION

In preparation for the H Share Offer, the Company underwent the Reorganisation pursuant
to which the Company allotted and issued 915,600,000 A Shares to AEHC, credited as fully paid,
in return for certain business, assets and liabilities which related to the construction,
maintenance and repair and management of highways previously carried on by AEHC.

As part of the Reorganisation, the Company and AEHC entered into the Reorganisation
Agreement, whereby the parties confirmed the division of assets, liabilities, property, contracts,
rights, claims and interests of AEHC as at the effective date of the Reorganisation on 15th
August, 1996 between AEHC and the Company pursuant to the Reorganisation. Under this
agreement, AEHC and the Company agreed, among other matters, to indemnify the Company
or, as the case may be, AEHC in respect of all claims against the Company or, as the case may
be, AEHC arising from or in respect of the assets, property, interests, contracts, rights, claims
and liabilities which AEHC has retained or as the case may be, the Company has acquired
pursuant to the Reorganisation. The Reorganisation Agreement also provided that if the net
tangible asset value of the Company as at the close of business on 14th August, 1996, the day
immediately preceding the date of incorporation of the Company, determined in accordance
with the PRC accounting principles and financial regulations and after taking into account
changes in the assets and liabilities during the period from 1st May, 1996 to 14th August, 1996
and the depreciation of these assets and the tax accrued during such period shall exceed the
valuation approved by the State Assets Bureau as referred to in paragraph 1(d) of this appendix,
the excess amount shall be deemed to constitute a debt due and payable by the Company to
AEHC. Further details of the Reorganisation are set out in the paragraph headed "The
Reorganisation” under the section headed “Particulars of the Company” in this prospectus.

Under the terms of the Reorganisation Agreement, AEHC has undertaken to indemnify the
Company in relation to all taxation liabilities relating to the business and assets transferred to
the Company under the Reorganisation in respect of all periods up to the date of incorporation
of the Company, except to the extent of any taxation that forms part of the liabilities specifically
assumed by the Company under the Reorganisation and all taxation liabilities in respect of the
assets and business of AEHC.

3. SUBSIDIARIES
The Company does not have any subsidiary.
4. DISCLOSURE OF INTERESTS

(@) Each of the executive Directors and the Supervisors has entered into a service
contract with the Company on 12th October, 1996. Particulars of these contracts,
which are in all material respects identical (save in respect of the amount of salary
and bonus payable to each executive Director and each Supervisor), are set out
below:

(1) each service contract is for a term of three years commencing from 15th August,
1996;

(11) the aggregate amount of salaries payable to the executive Directors in respect
of each of the three years ending 14th August, 1999 is approximately
RMB240,000, RMB264,000 and RMB290,700 respectively and the aggregate
amount of salaries payable to the Supervisors in respect of each of three years
ending 14h August, 1999 is approximately RMB102,000, RMB112,200 and
RMB123,600 respectively;
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(iii) in addition, each of the executive Directors and the Supervisors will be entitled
to recelve a bonus in respect of each complete year of service. The aggregate
amount of bonuses payable to the executive Directors in respect of each of the
three years ending 14th August, 1999 is approximately RMB20,000, RMB22,000
and RMB24,225 respectively and the aggregate amount of bonuses payable to
the Supervisors in respect of each of the three years ending 31st August, 1999
is approximately RMB8,500, RMB9,350 and RMB10,300 respectively.

It is estimated that remuneration amounting in aggregate to approximately
RMB240,000 will be paid and granted by the Company to the Directors and
Supervisors in respect of the financial year ending 31lst December, 1996 under
arrangements in force on the date of this prospectus.

The aggregate amount of renumeration paid to the Directors and Supervisors for the
year ended 31st December, 1995 was approximately RMB86,385.

Immediately after completion of the Placing and New Issue, AEHC will be interested
in 915,600,000 A Shares, which will represent approximately 65 per cent. of the issued
share capital of the Company (assuming the Over-allotment Option is not exercised)
carrying rights to vote in all circumstances at any general meeting of the Company
(subject to the provisions of the Articles of Association).

Save as disclosed in this prospectus:

(1) none of the Directors or Supervisors has any interest in any shares in or
debentures of the Company or any associated corporation (within the meaning
of the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance’)) which
will have to be notified to the Company and the Stock Exchange pursuant to
section 28 of the SDI Ordinance (including interests which they are taken or
deemed to have under section 31 of, or Part 1 of the Schedule to, the SDI
Ordinance) once the H Shares are listed, or which will be required pursuant to
section 29 of the SDI Ordinance, to be entered in the register referred to therein
once the H Shares are listed, or which will be required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies and in the case of Supervisors,
which will be required to be notified as described above if they had been
Directors;

(11) taking no account of Shares which may be taken up under the H Share Offer,
none of the Directors or Supervisors knows of any person who will immediately
after the H Share Offer, be interested, directly or indirectly, in 10 per cent. or
more of the nominal value of any class of share capital carrying rights to vote in
all circumstances at general meetings of the Company or any of its subsidiaries;

(iii) there are no existing or proposed service contracts (excluding contracts
expiring or terminable by the employer within one year without payment of
compensation (other than statutory compensation)) between the Company and
any of the Directors or Supervisors;

(iv) none of the Directors, the Supervisors or any of the experts referred to in the
section headed "“Consents” in this appendix is interested in the promotion of the
Company, or in any assets which have been within the two years immediately
preceding the date of this prospectus acquired or disposed of by or leased to
the Company, or are proposed to be so acquired, disposed of or leased;
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(v) no Director or Supervisor or expert referred to in the section headed
“Consents” in this appendix is materially interested in any contract or
arrangement subsisting at the date of this prospectus which is significant in
relation to the business of the Company taken as a whole;

(vi) Mr. Zhang Li Ping, a non-executive Director, is the chairman and managing
director of Seapower Financial Services Group, of which Seapower Securities
Limited is a member and which will receive an underwriting commission
pursuant to the Underwriting Agreement referred to in paragraph 5 of this
appendix; and

(vil) none of the experts referred to in the section headed “Consents” in this
appendix has any shareholding in the Company or the right (whether legally
enforceable or not) to subscribe for or to nominate persons to subscribe for
securities in any member of the Company.

5. UNDERWRITING ARRANGEMENTS AND EXPENSES

Pursuant to the Underwriting Agreement, the Company is offering the New Issue Shares for
subscription subject to the terms and conditions of this prospectus and the application forms
relating thereto and offering the Placing Shares pursuant to the Placing. Subject to the Listing
Committee of the Stock Exchange granting listing of and permission to deal in the H Shares to
be issued as mentioned herein on or before 30th November, 1996 and to certain other
conditions set out in the Underwriting Agreement, the Underwriters have severally agreed to
subscribe or procure subscribers, on the terms and conditions of this prospectus and the
relating application forms and on the terms and conditions of the Placing, for the New Issue
Shares and the Placing Shares respectively which are not taken up under the New Issue and the
Placing. The obligations of the Underwriters to subscribe or procure subscribers for such H
Shares are subject to termination in certain events, including force majeure, occurring at any
time prior to 5.00 p.m. on the day which is the second business day following the close of the
application lists for the New Issue.

The Company has agreed with the Underwriters that, save as mentioned in this prospectus,
the Company will not issue any shares or other securities of the Company or agree to allot or
lssue or grant or agree to grant options to subscribe for shares or other securities of the
Company during the period of six months from the date on which trading in the H Shares
commences on the Stock Exchange without the prior written consent of Crosby and CEF on
behalf of the Underwriters.

AEHC has undertaken to the Underwriters that it will not, without the prior written consent
of Crosby and CEF (which consent not to be unreasonably withheld or delayed) and unless in
compliance with the requirements of the Listing Rules, at any time after the date of the
Underwriting Agreement up to and including the date falling six months after the date on which
trading in the H Shares commences on the Stock Exchange, sell, transfer or otherwise dispose
of or grant or agree to grant any option or other right in all or any of the A Shares it then held.

The Underwriters will receive an underwriting commission of 2.5 per cent. on the Issue
Price of all the H Shares (and any H Shares which may be issued pursuant to the exercise of the
Over-allotment Option), out of which they will pay sub-underwriting commissions and Crosby
and CEF will also receive a documentation fee. Such commissions and fee, together with listing
fees, Stock Exchange transaction levy, legal and other professional fees and other expenses
relating to the H Share Offer are estimated to amount to approximately HK$40 million (assuming
the Over-allotment Option is not exercised) and are payable by the Company.
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6. ESTATE DUTY

The Directors have been advised that no material liability for estate duty is likely to fall on
the Company under PRC or Hong Kong law.

7. MATERIAL CONTRACTS

The following contracts (not being contracts in the ordinary course of business) have been
entered into by the Company within the two years preceding the date of this prospectus and are
or may be material:

(a) the Reorganisation Agreement;

() the Acquisition Agreement; and

(c) the Underwriting Agreement.

8. LITIGATION

The Company is not engaged in any litigation or arbitration of material importance and, so
far as the Directors are aware, no litigation, arbitration or claim of material importance is
pending or threatened against the Company.

9. SPONSORS

Crosby and CEF have made an application on behalf of the Company to the Listing
Committee of the Stock Exchange for the listing of and permission to deal in the H Shares to
be issued pursuant to the H Share Offer and the H Shares to be allotted and issued upon the
exercise of the Over-allotment Option.

10. MISCELLANEOUS
(@) Save as disclosed in this prospectus:
(1) within the two years preceding the date of this prospectus, no share or loan
capital of the Company has been issued or agreed to be issued fully or partly

paid either for cash or a consideration other than cash,;

(i) no share or loan capital of the Company is under option or is agreed
conditionally or unconditionally to be put under option;

(ii1) within the two years preceding the date of this prospectus, no commissions,
discounts, brokerages or other special terms have been granted in connection

with the issue or sale of any share or loan capital of the Company;

(iv) there are no founder, management or deferred shares in the capital of the
Company; and

(v) the Directors believe that there has been no material adverse change in the
financial position of the Company since 30th April, 1996.

(b) The preliminary expenses of the Company are estimated to be approximately
HK$500,000 and are payable by the Company.
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(c) The promoter of the Company is AEHC. Save as disclosed in this prospectus, within
the two years immediately preceding the date of this prospectus, no cash, securities
or other benefit has been paid, allotted or given or is proposed to be paid, allotted
or given to the promoter in connection with the H Share Offer or the related
transactions described in this prospectus.

(d) The Company is not subject to the PRC Sino-foreign Equity Joint Venture Law and is
not expected to be subject to such law unless and until it has been granted sino
foreign joint venture joint stock limited company status.

11. BINDING EFFECT

This prospectus shall have the effect, if an application is made in pursuance hereof, of
rendering all persons concerned bound by all the provisions (other than the penal provisions)
of sections 44A and 44B of the Companies Ordinance of Hong Kong so far as applicable.

12. CONSENTS

Crosby, CEF Arthur Andersen & Co, Jingtian Associates, Chesterton and SWK have given
and have not withdrawn their respective written consents to the issue of this prospectus with
inclusion of their reports and/or letters and/or opinions and/or valuation certificates and/or
references to their names in the form and context in which they are respectively included.

13. DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES
IN HONG KONG

The documents attached to the copy of this prospectus registered by the Registrar of
Companies in Hong Kong were copies of the application forms, the written consents referred
to in the section headed “Consents” of this appendix and copies of the material contracts
referred to in the section headed “Material contracts” in this appendix, together with the
certified English translations of such material contracts (where applicable).

14. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the offices of Gallant
Y.T. Ho & Co, 4th Floor, Jardine House, 1 Connaught Place, Hong Kong during normal business
hours up to and including 14th November, 1996:

(a) the Articles of Association (Chinese and English texts);
(b) the accountants’ report the text of which is set out in appendix I;

(c) the letter, summary of values and valuation certificate relating to the property
interests of the Company, the texts of which are set out in appendix II;

(d) SWK's report on the traffic and toll revenue forecasts referred to in the paragraph
headed "“Toll rates, concession period and traffic flow forecast” under the section
headed "“Particulars of the Company’’;

(e) the letter from traffic forecast consultant, SWK, the text of which is set out in appendix
III;
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SWK's report on the operating and maintenance costs projection of Hening
Expressway and Tianchang section of Highway 205 referred to in the paragraph
headed “Operations and maintenance and existing toll collection system” under the
section headed "Particulars of the Company"”;

the letter from the operation review consultant, SWK, the text of which is set out in
appendix IV;

SWK's report on the technical audit of the proposed toll collection systems for Hening
Expressway and Tianchang section of Highway 205 referred to in paragraph headed
“Proposed toll collection systems” under the section headed “Particulars of the
Company"”;

the letter from the toll system review consultant, SWK, the text of which is set out in
appendix V;

the letters relating to the profit forecast, the texts of which are set out in appendix VI;
the PRC legal opinion referred to in appendix VIII;

Chinese and English texts of the Reorganisation Agreement, and the Acquisition
Agreement and its certified English translation, being the material contracts referred
to in the section headed “Material contracts” in this appendix;

the service contracts of the Directors and Supervisors referred to in the section
headed "“Disclosure of interests”:

the written consents referred to in the section headed “Consents” in this appendix;

the Highway Management Regulations and the Implementation Rules of the Highway
Management Regulations of the PRC; and

the PRC Company Law, the Special Regulations, the Mandatory Provisions, the PRC
Arbitration Law, the Interim Provisions on the Administration of the Issue and Trading
of Shares promulgated by the State Council on 22nd April, 1993 and the Civil Law
Code of the PRC together with their unofficial English translations.
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Copies of this prospectus, together with the WHITE application forms, may be obtained
from:

Any member of
The Stock Exchange of Hong Kong Limited

Crosby Capital Markets (Asia) Limited CEF Capital Limited
27th Floor 2nd Floor
Two Pacific Place China Building
88 Queensway 29 Queen’s Road
Hong Kong Central
Hong Kong
DBS Asia Capital Limited Peregrine Capital Limited
Suite 3318, 33rd Floor 23rd Floor, New World Tower
Two Pacific Place 16-18 Queen’s Road Central
88 Queensway Hong Kong
Hong Kong
J & A Securities (Hong Kong) Limited Shanghai International Capital
Suites 2509-2510 (H.K.) Limited
Asia Pacific Finance Tower 28th Floor, Citibank Tower
3 Garden Road Citibank Plaza
Central 3 Garden Road
Hong Kong Hong Kong
Wheelock NatWest Securities Limited Seapower Securities Limited
43rd Floor 32nd-34th Floor
NatWest Tower Alexandra House
Times Square 16 Chater Road
Causeway Bay Central
Hong Kong Hong Kong
Amsteel Securities (H.K.) Limited China Southern Corporate Finance Ltd.
12th Floor Bank of East Asia Building Suite 3803, Central Plaza
10 Des Voeux Road Central 18 Harbour Road
Hong Kong Wanchai
Hong Kong

Grand National Finance Ltd.
8th Floor
OTB Building
263 Des Voeux Road
Hong Kong
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or any of the following branch and sub-branches of Bank of China:

Hong Kong Island: Hong Kong Branch 3rd Floor, 1 Garden Road, Central
Central Sub-branch 2A Des Voeux Road Central
Wanchai Sub-branch 395 Hennessy Road, Wanchai
North Point Sub-branch Ground Floor, Roca Centre,

464 King's Road, North Point

Kowloon: Tsim Sha Tsui Sub-branch Ground Floor, Houston Centre,
63 Mody Road, Tsim Sha Tsui
Yaumati Sub-branch 471 Nathan Road, Yaumati
Kwun Tong Sub-branch 55 Hoi Yuen Road, Kwun Tong
Lai Chi Kok Sub-branch Unit 1, Ground Floor, Kowloon Plaza,

485 Castle Peak Road

New Territories: Tsuen Wan Sub-branch 167 Castle Peak Road, Tsuen Wan
Shatin Sub-branch Ground Floor, Lucky Plaza,
Wang Pok Street, Shatin

The YELLOW application forms are available for collection at the service counter of
Hongkong Clearing, at 2nd Floor, Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong and
the Trading Hall of The Stock Exchange of Hong Kong Limited, at 1st Floor, One and Two
Exchange Square, Central, Hong Kong.

Application forms (to which cheques or banker’s cashier orders should be securely
stapled) should be deposited in the special collection boxes provided at the branch and
sub-branches of Bank of China referred to above at the following times:

Thursday, 31st October, 1996 — 9.00 a.m. to 4:00 p.m.
Friday, 1st November, 1996 — 9.00 a.m. to 4:00 p.m.
Saturday, 2nd November, 1996 — 9.00 a.m. to 12:00 noon
Monday, 4th November, 1996 — 9.00 a.m. to 4:00 p.m.
Tuesday, 5th November, 1996 — 9.00 a.m. to 12:00 noon
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1. THE PUBLIC

Applications must be for a minimum of 2,000 H Shares and thereafter in one of the
following multiples:

2,000 to 18,000 H Shares — in multiples of 2,000 H Shares
20,000 to 90,000 H Shares — in multiples of 10,000 H Shares
100,000 to 450,000 H Shares — in multiples of 50,000 H Shares
500,000 H Shares and above — in multiples of 100,000 H Shares

In addition to the Issue Price of HK$1.77 per H Share, subject to refund, applicants will be
required to pay, at the time of application, brokerage at the rate of one per cent. of the Issue
Price and a Stock Exchange transaction levy at the rate of 0.013 per cent. of the Issue Price,
making a total of HK$3,575.86 for every 2,000 H Shares. The brokerage will be paid to members
of the Stock Exchange and the transaction levy will be paid to the Stock Exchange in respect
of successful applications.

The application lists will open at 11.45 a.m. on Tuesday, 5th November, 1996 and will close
at 12.00 noon on the same day, or in the event of a tropical cyclone warning signal no. 8 or above
or a “black” rainstorm warning signal being in force in Hong Kong at any time between 9.00
a.m. and 12.00 noon on that day, then the application lists will open at 11.45 a.m. and close at
12.00 noon on the next banking day on which no such signal remains in force at any time
between 9.00 a.m and 12.00 noon, and all references in this prospectus and in the application
forms to the time of opening and closing of the application lists shall be construed accordingly.

Applicants who would like to be allotted H Shares issued in their names should
complete the WHITE application forms provided.

Applicants who would like to have the allotted H Shares issued in the name of
HKSCC Nominees Limited and deposited directly into CCASS for credit to their
designated CCASS participants’ stock accounts maintained in CCASS should
complete the YELLOW application forms. In order for the YELLOW application form to
be valid and to signify the consent of the designated CCASS participant, the YELLOW
application form must be countersigned by the designated CCASS participant or its
authorised signatories; the chop of such CCASS participant (bearing its name) must
be endorsed and the participant I.D. of such CCASS participant must be inserted in the
appropriate box on the YELLOW application form. Incorrect or incomplete details of
the designated CCASS participant or the omission or inadequacy of its authorised
signatures, participant I.D. or other similar matters may render the application
invalid.

Applicants by the public must be made on the WHITE or YELLOW application
formms and must be lodged not later than 12.00 noon on Tuesday, 5th November, 1996
(ox such later date as may apply in the case of a tropical cyclone or a “black”
rainstorm warning signal being in force as aforesaid) at any one of the branch or
sub-branches of Bank of China listed under the section headed “Prospectuses and
application forms”, together with a remittance for the full amount payable on
application. A table setting out the precise amounts payable is included in the
application forms.

Nominees who wish to submit separate applications in their own names on behalf
of different owners are requested to designate on each application form in the box
marked “Application submitted by nominees” the account numbers or other
identification codes for each beneficial owner or, in the case of joint beneficial
owners, for each such joint beneficial owner.
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Each WHITE or YELLOW application form must be accompanied by either a separate
cheque drawn on the applicant’s Hong Kong dollar bank account in Hong Kong and bearing the
account name (either pre-printed by the applicant’s bank before issue to the customer or
certified by such bank on the reverse of the cheque) which must correspond with the name of
the applicant (or, in the case of joint applicants, the name of the first-named applicant), or a
separate banker’'s cashier order on the reverse of which the bank has certified by an authorised
signatory the name of the purchaser which must correspond with the name of the applicant (or,
in the case of joint applicants, the name of the first-named applicant). All such cheques or
banker’s cashier orders must be payable to "Bank of China (Nominees) Limited — Anhui
Expressway H Share Issue” and crossed “Account Payee Only”. The right is reserved to retain
any share certificates and any surplus application monies pending clearance of an applicant's
cheque(s). All interest on application monies will be retained for the benefit of the Company.

Applications which do not comply with the foregoing, multiple or suspected
multiple applications, any application made by one applicant for more than 100 per
cent. of the New Issue Shares and applications in respect of which cheques are
dishonoured on first presentation, are liable to be rejected and returned by ordinary
post, together with the accompanying cheque or banker’s cashier order, to the
applicant at the address stated on the application form at his own risk. Applications
made through a duly authorised attorney may be accepted at the discretion of the
Company and Crosby and CEF and subject to such conditions and the production of
such evidence of authority as they may think fit, Crosby and CEF (in their capacity as
agent for the Company) have full discretion, without assigning any reason therefor,
to reject or accept any application in full ox in part.

Applications will not be accepted if the Underwriting Agreement fails to become
unconditional or is terminated in accordance with its terms or otherwise, in which event
application monies will be refunded, without interest, in accordance with paragraph 5 below.

No proceedings will be taken on applications for the New Issue Shares and no allotment
of any of the New Issue Shares will be made until the closing of the application lists. No
allotment of any of the New Issue Shares will be made later than Saturday, 30th November, 1996.

Completion of an application form will constitute an agreement by the applicant(s), as a
collateral contract with the Company which will become binding on delivery of the application
form to any one of the branch or sub-branches of Bank of China set out above in the section
“Prospectuses and application forms” and in consideration of the Company agreeing that prior
to 1st December, 1996, it will not offer any H Shares to any person other than by means of one
of the procedures referred to in this prospectus, that the application cannot be revoked before
acceptance prior to lst December, 1996 unless a person responsible for the prospectus
pursuant to section 40 of the Companies Ordinance (chapter 32 of the Laws of Hong Kong) gives
a public notice has the effect under that section of excluding or limiting the responsibility of the
person giving it. Applications which have been accepted will not be capable of revocation. For
this purpose, acceptance of applications which are not rejected will be constituted by
notification to the press of the basis of allocation and, where such basis of allocation provides
for allocation by ballot, such acceptance will be subject to the results of such ballot.

By completing and delivering an application form, each applicant warrants that:

(a) he agrees with the Company and each shareholder of the Company, and the
Company agrees with each shareholder of the Company, to observe and
comply with the PRC Company Law, Special Regulations and the Articles of
Association;
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(b) he agrees with the Company, each shareholder, Director, Supervisor,
manager and officer of the Company and the Company acting for itself and
for each Director, Supervisor, manager and officer of the Company agrees
with each shareholder of the Company to refer to arbitration in accordance
with the Articles of Association all differences and claims arising from the
Articles of Association or any rights or obligations conferred or imposed by
the PRC Company Law or other relevant laws and administrative regulations
concerning the affairs of the Company, and any reference to arbitration shall
be deemed to authorise the arbitration tribunal to conduct hearings in open
session and to publish its award, such arbitration being final and
conclusive;

(c) he agrees with the Company and each shareholder of the Company that H
Shares in the Company are freely transferable by the holder thereof;

(d) he authorises the Company to enter into a contract on his behalf with each
of the Directors, Supervisors, manager and officers of the Company whereby
such Directors, Supervisors, manager and officers undertake to observe and
comply with their obligations to shareholders stipulated in the Articles of
Association;

(e) (if the application is made for his own benefit) no other application is being
made for his benefit by him or by anyone applying as his agent or by any
other person;

(f) (if the application is made by him as agent for the benefit of another person)
no other application is being made by him as agent for or for the benefit of
that person or by that person or by any other person as agent for that person;
and

(g) if he signs the application form as agent for someone else, he has due
authority to do so on behalf of that other person.

Any allotment made in respect of any application will be void if permission for listing the
H Shares on the Stock Exchange has been refused before the expiration of three weeks from the
closing of the application lists, or such longer period not exceeding six weeks as may, within
the said three weeks, be notified to the Company by or on behalf of the Stock Exchange.

2. EXISTING SHAREHOLDERS AND DIRECTORS

In compliance with the Listing Rules, no H Shares will be offered to any Director or any
existing shareholder of the Company or any of their respective associates (as defined under the
Listing Rules) on a preferential basis and no preferential treatment will be given to them in the
allocation of the H Shares.

3. MULTIPLE APPLICATIONS

Multiple applications are not permitted. All applicants should note that only one
application may be made for the benefit of any person. In addition, any one application for more
than 100 per cent. of the H Shares being offered pursuant to the New Issue will be treated as
if it is a multiple application and will be rejected.
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PROCEDURE FOR APPLICATION

As mentioned above, it will be a term and condition of all applications that, by completing
and delivering an application form, each applicant gives a warranty to the following effect:

(1) (if the application is made for the benefit of the applicant) that no other application
is being made for his benefit by the applicant or by anyone applying as his agent or
by any other person; and

(i) (if the application is made by the applicant as agent for the benefit of another person)
that:

(a) no other application is being made by the applicant as agent for or for the
benefit of that person or by that person or by any other person as agent for that
person: and

(b) the applicant has due authority to sign the application form as agent for the
person who is to benefit from the application.

It should be noted that an application made by an unlisted company which does not carry
on any business other than dealing in securities and in respect of which a person exercises
statutory control (being control of a level equal to or greater than the control exercised or
exercisable by a company over a subsidiary) shall be deemed to be an application made for
the benefit of that person.

4. POSTING OF H SHARE CERTIFICATES, DEPOSIT OF H SHARE CERTIFICATES
INTO CCASS AND RETURN OF APPLICATION MONIES

No receipt will be issued in respect of any application monies received, but separate
certificates in respect of the H Shares will be sent through ordinary post to successful applicants
using the WHITE application forms (or, in the case of joint applicants, to the first-named
applicant) in due course, at their own risk to the address specified in the relevant application
form. No temporary documents will be issued. For those successful applicants using the
YELLOW application forms who are allotted H Shares in the name of HKSCC Nominees
Limited, the Hong Kong share registrar will advise their designated CCASS participants of
acceptance of application and the number of H Shares allotted. The allotted H Shares, subject
to any adjustments, will be deposited directly into CCASS for credit to the designated CCASS
participants’ stock accounts maintained in CCASS on Monday, 11th November, 1996 or such
other date as determined by Hongkong Clearing or HKSCC Nominees Limited. The statements
of stock accounts retrieved from CCASS will also list the CCASS participants’ holdings of the
allotted H Shares. Applicants can arrange with their designated CCASS participants to advise
them of the number of H Shares allotted under their applications. If an application is rejected
or is accepted in part only or if the conditions of the H Share Offer are not fulfilled in accordance
with the section headed "“Conditions of the H Share Offer” or if any application is revoked or
any allotment shall become void as provided above, the application monies, or the appropriate
portion thereof, together with the related brokerage payment and Stock Exchange transaction
levy will be refunded, without interest, either by returning the relevant cheque or banker’s
cashier order or by sending a cheque made out to the applicant named on the application form
(or, in the case of joint applicants, to the first-named applicant) and crossed “Account Payee
Only”, in each case, through ordinary post at the risk of the applicant(s) to the address specified
in the application form. It is intended that in processing applications special effort will be made
to avoid any undue delay in refunding application monies to any unsuccessful applicant.
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PROCEDURE FOR APPLICATION

Refund cheques for surplus application monies (if any) in respect of wholly or partially
unsuccessful applications are expected to be posted on or before Monday, 11th November,
1996. H Share Certificates for successful applications are expected to be posted on or before
Monday, 11th November, 1996.

Dealings in the H Shares are expected to commence on Wednesday, 13th November, 1996.
The proposed board lot for trading in H Shares is 2,000 H Shares.

Subject to the granting of listing of, and permission to deal in, the H Shares on the Stock
Exchange, the H Shares will be accepted as eligible securities by Hongkong Clearing for
deposit, clearance and settlement in CCASS with effect from the commencement date of
dealings in the H Shares or such other date as determined by Hongkong Clearing. Settlement
of transactions between members of the Stock Exchange on any trading day is required to take
place in CCASS on the second business day thereafter.

The basis of allotment and the results of application are expected to be published in the
South China Morning Post in English and in the Hong Kong Economic Journal in Chinese on or
before Friday, 8th November, 1996.
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