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Announcement
Unaudited interim results for the six months ended 30 June 2007

PERFORMANCE HIGHLIGHTS

Revenue for the first half of 2007 was RMB872,951,000, representing an increase of 96.6% over the corresponding
period in 2006.

Profit attributable to equity holders of the Company for the first half of 2007 was RMB133,773,000, representing an

increase of 430.0% over the corresponding period in 2006.

Basic earnings per share was RMBI15 cents.

There is no interim dividend proposed for the six-month period ended 30 June 2007.

The board of directors (the “Board”) of China High Speed Transmission Equipment Group Co., Ltd. (the “Company”)
is pleased to announce the unaudited condensed consolidated interim results of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2007 (the “Period under Review”) together with comparative figures as
follows. The condensed consolidated interim financial statements have not been audited, but have been reviewed by the

Company’s audit committee and the Company’s auditors, Deloitte Touche Tohmatsu.



CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 June 2007

Six months ended 30 June

NOTES 2007 2006
RMB’000 RMB’000
(Unaudited) (Unaudited)

Revenue 3 872,951 444,067
Cost of sales (639,823) (312,945)
Gross profit 233,128 131,122
Other income 67,139 12,733
Distribution costs (34,379) (23,105)
Administrative expenses (95,834) (60,853)
Research and development costs (7,924) (4,629)
Finance costs (19,916) (17,940)
Share of loss of an associate (1,230) —
Loss on changes in fair value of convertible bonds — (3,227)
Profit before taxation 140,984 34,101
Taxation 4 (7,059) (5,154)
Profit for the period 5 133,925 28,947
Attributable to:

Equity holders of the Company 133,773 25,240

Minority interests 152 3,707

133,925 28,947

Dividends 6 34,789 —
Earnings per share — Basic (RMB) 7 0.150 0.043




CONDENSED CONSOLIDATED BALANCE SHEET
At 30 June 2007

30 June 31 December
NOTES 2007 2006
RMB’000 RMB’000
(Unaudited) (Audited)

NON-CURRENT ASSETS
Property, plant and equipment 1,121,970 866,835
Prepaid lease payments — non-current portion 23,666 20,291
Intangible assets 27,921 29,8717
Interest in an associate 9,934 11,164
Available-for-sale investments 1,350 1,350
Deposit paid for acquisition of prepaid lease payments 40,000 22,060
Deferred tax assets 2,334 1,495
1,227,175 953,072

CURRENT ASSETS

Inventories 380,198 347,509
Prepaid lease payments — current portion 326 305
Trade and other receivables 8 591,357 530,242
Amount due from an associate 936 —
Amounts due from related parties 1,414 2,578
Pledged bank deposits 147,904 192,779
Bank balances and cash 137,702 196,098
1,259,837 1,269,511

CURRENT LIABILITIES
Trade and other payables 9 817,950 777,028
Amounts due to related parties — 11,127
Tax payable 6,187 3,840
Bank borrowings — due within one year 10 587,807 612,615
1,411,944 1,404,610




30 June

31 December

NOTES 2007 2006
RMB’000 RMB’000
(Unaudited) (Audited)
NET CURRENT LIABILITIES (152,107) (135,099)
TOTAL ASSETS LESS CURRENT LIABILITIES 1,075,068 817,973

NON-CURRENT LIABILITIES
Bank borrowings — due after one year 10 377,791 284,586
Deferred tax liabilities 2,872 2,159
380,663 286,745
694,405 531,228

CAPITAL AND RESERVES

Share capital 11 12 12
Share premium and reserves 690,670 526,987
Equity attributable to equity holders of the Company 690,682 526,999
Minority interests 3,723 4,229
694,405 531,228




Notes
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Basis of preparation

The Company was incorporated in the Cayman Islands and its shares have been listed on the Main Board of The Stock Exchange
of Hong Kong Limited on 4 July 2007.

The condensed consolidated financial statements have been prepared in accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and with
International Accounting Standard (“TAS”) 34 “Interim Financial Reporting” issued by the International Accounting Standards
Board (the “IASB™).

The Group had net current liabilities as at 30 June 2007 and 31 December 2006. It finances its operations by short-term and
long-term bank borrowings while more reliance on the use of short-term borrowings as the corresponding borrowing costs are
lower comparing to long-term financing. The directors of the Company are of the opinion that, taking into account the presently
available banking facilities and internal financial resources of the Group and the estimated net proceeds from the offering and
placing of Company’s shares in July 2007, the Group has sufficient working capital to meet its present obligation for at least the
next 12 months commencing from the date of this report. Hence, the condensed consolidated financial statements have been
prepared on a going concern basis.

Principal accounting policies
The condensed consolidated financial statements have been prepared on the historical cost basis.

The accounting policies used in the condensed consolidated financial statements are consistent with those followed in the
preparation of the Group’s financial information for the year ended 31 December 2006 included in the Accountants’ Report
section of the prospectus issued by the Company dated 20 June 2007 (the “Prospectus”).

In the current interim period, the Group has applied, for the first time, a new standard, amendment and interpretations (“new
IFRSs”) issued by the IASB and the International Financial Reporting Interpretations Committee (“IFRIC”) of the IASB, which
are effective for the Group’s financial year beginning 1 January 2007.

The adoption of these new IFRSs had no material effect on the results or financial position of the Group for the current or prior
accounting periods. Accordingly, no prior period adjustment has been recognised.

The Group has not early applied the following new or revised standards or interpretations that have been issued but are not yet

effective.

IAS 1 (Revised) Presentation of Financial Statements'

IAS 23 (Revised) Borrowing Costs'

IFRS 8 Operating Segments'

IFRIC 11 IFRS 2: Group and Treasury Share Transactions?

IFRIC 12 Service Concession Arrangements?

IFRIC 13 Customer Loyalty Programmes*

IFRIC 14 IAS19-The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction®

! Effective for annual periods beginning on or after 1 January 2009

2

Effective for annual periods beginning on or after 1 March 2007

3 Effective for annual periods beginning on or after 1 January 2008

4 Effective for annual periods beginning on or after 1 July 2008

The directors of the Company anticipate that the application of these standards or interpretations will have no material impact
on the results and the financial position of the Group.

Revenue and segmental information
Revenue represents the net amounts received and receivables for goods sold, net of sales taxes and return, for the period.

The Group is engaged in the production and sale of gear products and over 90% of the Group’s sales are made to customers in
the People’s Republic of China (the “PRC”) during the current and prior periods. Accordingly, no analysis of business and
geographical segment is presented.
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Taxation

Six months ended 30 June

2007 2006
RMB’000 RMB’000

PRC enterprise income tax
— Current year 7,620 5,154
— Overprovision in respect of prior period (435) —
7,185 5,154
Deferred tax (126) —
7,059 5,154

PRC enterprise income tax is calculated at the tax rates prevailing under the relevant laws and regulations in the PRC.

Nanjing High Speed & Accurate Gear (Group) Co., Ltd. (“NGC”), a subsidiary of the Company, is an advanced technology
enterprise and is established in Nanjing Economic Technology Industry Development Zone, Jiangsu Province. During the year
ended 31 December 2005, the legal form of NGC has changed from a domestic enterprise to a foreign invested enterprise and
further changed to a foreign wholly-owned enterprise on 28 August 2006, the applicable income tax rate is 15% for both six-
month periods ended 30 June 2007 and 2006. In accordance with the tax legislations applicable to foreign invested enterprise,
NGC is entitled to exemptions from PRC enterprise income tax for the two years commencing from its first profit-making year
of operations, after offsetting all unexpired tax losses carried forward from the previous years, and thereafter, entitled to a 50%
relief from PRC enterprise income tax for the next three years (the “Tax Exemption™). Year ended 31 December 2006 is the first
year for NGC to enjoy the Tax Exemption.

Nanjing High Speed Gear Manufacturing Co., Ltd., Nanjing Dongalloy Machinery & Electronics Co., Ltd. and Nanjing
Ningjiang Gear Box Manufacturing Co., Ltd., subsidiaries of the Company, are also advanced technology enterprises and
located in Jiangning Science Park, Nanjing New & High Technology Industry Development Zone and Nanjing Civil Science
Park respectively. The applicable income tax rate is 15%. All other subsidiaries of the Company established in the PRC are
subject to an income tax rate of 33%.

Profit for the period

Profit for the period has been arrived at after charging (crediting):
Six months ended 30 June

2007 2006

RMB’000 RMB’000

Allowance for inventories 2,593 2,277
Amortisation of intangible assets 3,215 2,086
Bank interest income (2,527) (1,840)
Depreciation of property, plant and equipment 36,411 27,974
Impairment loss on trade and other receivables 5,816 1,242
Interest income arising from global offering of the Company’s shares (57,281) —
Listing expense charged to profit or loss 14,238 —
Loss on disposal of property, plant and equipment 2,575 423
Release of prepaid lease payments 326 219

Dividends

During the period, a dividend of US$40.565, equivalent to RMB313.97, (2006: nil) per share was paid to shareholders as the
final dividend for 2006.

There is no interim dividend proposed for the six-month period ended 30 June 2007.
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Earnings per share

The calculation of the basic earnings per share attributable to the ordinary equity holders of the Company for six months ended
30 June 2007 and 2006 were based on profit for the period attributable to equity holders of the Company of RMB133,773,000
and RMB25,240,000 and on weighted average number of 890,055,000 and 588,374,000 shares in issue, respectively, which have
been adjusted for the affect of the capitalisation issue of 899,847,036 shares subsequent to 30 June 2007.

No diluted earnings per shares is presented for the period ended 30 June 2007 as there was no potential dilutive shares in issue.

No diluted earnings per share is presented for the period ended 30 June 2006 because assuming the conversion of convertible
bonds would result in an increase in earnings per share.

Trade and other receivables
The Group generally allows an average credit period of 90 days to 180 days to its trade customers.

The aged analysis of the Group’s trade receivables at the balance sheet date are as follows:

30 June 31 December
2007 2006
RMB’000 RMB’000
Trade receivables:
0 - 30 days 151,128 208,837
31 - 60 days 89,236 61,308
61 - 90 days 72,302 48,313
91 - 120 days 52,027 49,877
121 - 180 days 23,212 60,647
181 - 365 days 32,866 35,121
1 -2 years 10,207 14,315
2 - 3 years 1,320 791
432,298 479,209
Other receivables 159,059 51,033
591,357 530,242
Trade and other payables
The aged analysis of the Group’s trade payables at the balance sheet date are as follows:
30 June 31 December
2007 2006
RMB’000 RMB’000
Trade payables:
0 - 30 days 198,506 165,429
31 - 60 days 100,618 88,207
61 - 180 days 99,088 215,504
181 - 365 days 21,408 8,376
1 -2 years 8,965 4,389
2 - 3 years 5,314 1,381
Over 3 years 5,666 2,161
439,565 485,447
Other payables 378,385 291,581
817,950 777,028




(10) Bank borrowings

During the period, the Group obtained new bank borrowings amounting to approximately RMB450,305,000 and made repayment
of bank borrowings amounting to approximately RMB381,908,000. The borrowings bear interest at market rate and have fixed
terms of repayment. The proceeds were used for the working capital of operation.

(11) Share capital

Number
Notes of shares Amount Equivalent to
(in thousand) USD’000 RMB’000
Ordinary of US$0.01 each
Authorised:
At 1 January 2007 90,000 900 7,053
Increase on 8 June 2007 (1) 2,910,000 29,100 226,980
At 30 June 2007 3,000,000 30,000 234,033
Issued and paid:
At 1 January 2007 145 1 12
Issue of new shares (ii) 8 — —
At 30 June 2007 153 1 12

Notes:

(i)  Pursuant to the written resolutions passed by the members of the Company on 8 June 2007, the authorised share capital of
the Company was increased from USD900,000 to USD30,000,000 (equivalent to approximately RMB234,033,000) by the
creation of additional 2,910,000,000 ordinary shares of US$0.01 each.

(ii)  On 8 February 2007, GE Capital Equity Investments Ltd. (“GE Capital”) entered into a share subscription agreement with
the Company pursuant to which GE Capital agreed to subscribe for 7,648 ordinary shares of the Company at an aggregate
consideration of US$8,500,000, equivalent to RMB64,311,000. The shares issued rank pari passu in all respects with the
then existing shares.

(12) Commitments

30 June 31 December
2007 2006
RMB’000 RMB’000
Expenditure contracted for but not provided in the
condensed consolidated financial statements in respect
of acquisition of:
— property, plant and equipment 320,204 243,587
— prepaid lease payments 51,560 13,000
371,764 256,587

(13) Pledge of assets

At the balance sheet date, the following assets were pledged to banks to secure notes payable utilised by the Group:

30 June 31 December

2007 2006

RMB’000 RMB’000

Notes receivable 4,450 4,250
Bank deposits 147,904 192,779
152,354 197,029




(14) Related party disclosures
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Related party transactions

Six months ended 30 June

Company Relationship Transactions 2007 2006

RMB’000 RMB’000
GE Capital Shareholder Sales of goods 32,312 —
ZF Nanjing Marine Associate Sales of goods 1,199 —

Propulsion Co., Ltd.

Goldwind Science & Minority shareholder Sales of goods — 75,593
Technology Co., Ltd. of a subsidiary (note)
(“Goldwind”)

Nanjing Yuhuatai District Minority shareholder Rental expenses 900 900
Saihong Bridge of a subsidiary
Street Office

Nanjing High Speed Gear Common beneficial Rental expenses 550 —
Industrial Development shareholder
Co., Ltd.

Note: Goldwind has ceased to be the minority shareholder of the subsidiary of the Company since 30 December 2006.
Related party balances

Included in trade and other receivables as at 30 June 2007 are trade balance with GE Capital amounting to
RMB29,241,000 (31 December 2006: Nil).

Compensation of key management personnel
The remuneration of directors and other members of key management of the Group during the period was as follows:

Six months ended 30 June

2007 2006
RMB’000 RMB’000
Short-term benefits 2,160 2,338

The remuneration of directors and key executives were determined by the remuneration committee of the Company having
regard to the performance of individuals and market trends.

Acquisition of additional interests of a subsidiary

During the period ended 30 June 2007, the Group acquired the additional equity interest of a subsidiary from =7 &, the
sole minority shareholder of the subsidiary, for a total consideration of approximately RMB270,000.

During the period ended 30 June 2006, the Group acquired the additional equity interest of a subsidiary from Nanjing
Lianxin Venture Capital Co., Ltd., a former shareholder of NGC, for a total consideration of approximately
RMB2,188,000.

(15) Post balance sheet events

Subsequent to 30 June 2007, the Group has the following significant post balance sheet events:

On 4 July 2007, the Company alloted and issued 899,847,036 ordinary shares of US$0.01 each as fully paid to the
shareholders by the capitalisation of an amount of USD8,998,470 (equivalent to approximately RMB68,082,000) in the
share premium account of the Company.

On the same date, the Company issued a total of 300,000,000 ordinary shares of US$0.01 each at the price of HK$7.08 per
share by means of global offering.

On 5 July 2007, the Company issued additional 45,000,000 ordinary shares of US$0.01 each at the price of HK$7.08 per
share by means of full exercise of the over-allotment option as set out in the Prospectus.

—9_



BUSINESS REVIEW
Review of operations

The Company was successfully listed on the main board of the Stock Exchange on 4 July 2007. Based on the offer price
of HK$7.08 per share, the net proceeds from the share offer were approximately HK$2.4 billion. This marked a new
milestone for the Company. After listing, the Company will improve its operational transparency and further increase
its presence in the international market, so as to lay a solid foundation for achieving its objective of becoming a leading

manufacturer of mechanical transmission equipment in the world.

To maintain its leading position in the PRC mechanical transmission equipment industry, the Company made a number
of investments during the Period under Review to expand its production capacity. The Company continued to
strengthen its technological and research and development efforts and developed various products that meet our
customers’ needs in light of market demand. The Company has built up strategic cooperative partnership with major
industrial product manufacturers such as General Energy Company, ZF Friedrichshafen AG and Goldwind Science and
Technology Co., Ltd., resulting in significant improvements in the quality and performance of our transmission
equipment. At the same time, the Company actively expanded its production facilities and purchased equipment relating
to the manufacturing of wind gear transmission equipment and mechanical transmission equipment for vessels, light
rails and high speed rails, with a view to further improving its products and enhancing productivity. During the Period
under Review, the production capacity and sales of gear transmission equipment that may be applied in construction,
mining, aerospace, metallurgy and petrochemical sectors continued to increase, through which the Company continued

to consolidate its leading position in the PRC mechanical transmission equipment industry and expand its market share.

During the Period under Review, the Company devoted substantial resources in research, design and development to
reinforce its research and development team. Such continued investments in research and development helped the
Company to improve the quality of its products, enhance the technological capability of its research and development
team, introduce diversified product portfolio, improve its production mix and broaden its product range. The product
design and research and development capability of the Company are well recognized by various well-known business
partners in the world. As at 30 June 2007, the Group had 11 patents (including 2 invention patents, 3 design patents and
6 utility model patents) registered in the PRC and also 12 patents the registration applications of which were under
review. In addition, notices for the granting of patents have been issued in respect of eight utility model patents and the

Group is in the process of obtaining the relevant patent certificates.
Future Prospects

The development of the mechanical transmission equipment industry in the PRC has been driven by the growth of
various manufacturing industries in the PRC. According to China Gear Manufacturers Association, there are
approximately 1,000 more mechanical transmission equipment manufacturers of various scales in the PRC. Mechanical
transmission equipment has been applied in various industries and is one of the important components in the
manufacture of wind turbine generators. In light of global shortage of energy supply and increased awareness of
environmental protection, wind power generation has been regarded as one of the most significant technologies to cope
with the global shortage of energy resources. Wind power generation has been experiencing rapid development in the
PRC and attracting more attentions throughout the world in recent years, and also has promising prospects in the

market.
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Looking forward, the Company will focus on the research and development activities in relation to the wind gear
transmission equipment business and further expand the joint development and manufacture of the 1.5MW wind gear
transmission equipment with General Energy Company. It also starts to develop wind gear transmission equipment of
2.5MW and 3MW. To improve its research and development capability, the Company will continue to devote resources
in research, design and development and secure the most advanced and reliable software and computation programs to
enhance comprehensively its technological capabilities in product design and development and assessing mechanical
transmission equipment. The Company expects to acquire additional production facilities imported from Europe in the
second half of the year to fully improve its production capacity and product quality. Meanwhile, the Company intends
to improve the technological level of its existing production lines to achieve higher operational efficiency, thus
enabling the Group to offer more transmission equipment products that may be applied in various industries,

consolidate its position and increase its market share in the global market.
MANAGEMENT DISCUSSION AND ANALYSIS

Revenue for the six months

ended 30 June

2007 2006
RMB’000 RMB’000
High-speed Series Gear Transmission Equipment 13,459 8,362
Gear Transmission Equipment for Construction Materials 165,176 93,876
General Purpose Gear Transmission Equipment 61,101 53,271
Gear Transmission Equipment for Bar-rolling
Wire-rolling and Plate-rolling Mills 166,649 85,808
Wind Gear Transmission Equipment 308,179 100,008
Marine Gear Transmission Equipment 23,245 1,652
Others 135,142 101,090
872,951 444,067

Revenue

The Group’s revenue during the Period under Review was approximately RMB872,951,000, an increase of
approximately 96.6% as compared with the same period last year. Such increase was mainly due to the continued
growth in our sales volume during the Period under Review. In particular, this was mainly attributable to an increase of
208.2% in sales revenue of wind power generation gear transmission equipment from approximately RMB100,008,000
for the six months ended 30 June 2006 to RMB308,179,000 for the six months ended 30 June 2007, and increases of
76.0% and 94.2% in gear transmission equipment for construction materials and gear transmission equipment for bar-
rolling, wire-rolling and plate-rolling mills from approximately RMB93,876,000 and approximately RMB85,808,000
for the six months ended 30 June 2006 to approximately RMB165,176,000 and approximately RMB 166,649,000 for the

six months ended 30 June 2007 respectively.
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Gross profit margin and gross profit

The Group’s consolidated gross profit margin dropped during the Period under Review due to a change in the product
sales structure. However, consolidated gross profit for the six months ended 30 June 2007 reached approximately
RMB233,128,000 (30 June 2006: RMB131,122,000), an increase of 77.8% as compared with the same period last year.

This was mainly attributable to increased sales of wind power generation gear transmission equipment.
Other income

The other income of the Group during the six months ended 30 June 2007 was about RMB67,139,000 (30 June 2006:
RMB12,733,000), an increase of approximately 427.3% as compared with the same period last year.

The other income is mainly comprised of part of the interest income on proceeds from listing, sales of scrap metal and

goverment subsidies.
Financial resources and liquidity

As at 30 June 2007, the equity attributable to equity holders of the Company amounted to RMB690,682,000(31
December 2006: 526,999,000). The Group had total assets of RMB2,487,012,000 (31 December 2006: 2,222,583,000),
an increase of RMB264,429,000, or 11.9%, compared with that at the beginning of the year. Total current assets of the
Group were RMB1,259,837,000, representing a slight decrease of 0.8% as compared with 31 December 2006 and
accounting for 50.7% of total assets. Total non-current assets were RMB1,227,175,000 (31 December 2006:
953,072,000), representing an increase of RMB274,103,000 and accounting for 49.3% of the total assets.

As at 30 June 2007, total liabilities of the Group were RMB1,792,607,000 (31 December 2006: RMB1,691,355,000),
which represented an increase of 6% compared with that at the beginning of the year. Total current liabilities were
RMB1,411,944,000 (31 December 2006: RMB1,404,610,000), representing an increase of RMB7,334,000 as compared
with that at the beginning of the year whereas total non-current liabilities were RMB380,663,000 (31 December 2006:

RMB286,745,000), representing an increase of RMB93,918,000 as compared with that at the beginning of the year.

As at 30 June 2007, total net current liabilities of the Group was RMB152,107,000 (31 December 2006: 135,099,000),

representing an increase of RMB17,008,000 as compared with that at the beginning of the year.

As at 30 June 2007, the cash and bank balances of the Group was RMB285,606,000 (31 December 2006:
RMB388,877,000). As at 30 June 2007, the Group had total bank loans of about RMB965,598,000 (31 December 2006:
RMB897,201,000), of which short-term bank loans were approximately RMB587,807,000 (31 December 2006:
RMB612,615,000). The short-term bank loans are repayable within one year. The Group’s short-term bank loans bear

fixed interest rates of between 5.94% and 7.02%.

Following the share offer on 4 July 2007, the Group recorded net cash inflow from the share offer of approximately
HK$2.4 billion. Directors believe that the Group will have a sound and strong financial position as well as sufficient

resources for meeting its working capital requirements and foreseeable capital expenditure.

— 12 —



Gearing ratio

The Group’s gearing ratio (defined as total liabilities as a percentage of total assets) was 72.1% (31 December 2006:

76.1%), representing a slight drop as compared with that at the beginning of the year.
Capital structure

On 8 February 2007, the Company had issued 7,648 ordinary shares of US$0.01 to GE Capital Equity Investments Ltd.
at an aggregate consideration of US$8.5 million. The Group’s operations were financed mainly by shareholder’s equity
and internal resources. The Group will continue to adopt its treasury policy of placing its cash and cash equivalents as

interest bearing deposits.
Exposure in exchange rate fluctuations

The Group’s operations are mainly conducted in the PRC. Except for the export sales as well as the imported
equipment, spare parts and materials which are transacted in U.S. dollars and Euro dollars, most of the Group’s revenue
are denominated in Renminbi. Therefore, the Board of the Company is of the view that the Group’s operating cash flow

and liquidity during the Period under Review is not subject to significant foreign exchange rate risks.

The Group’s bank borrowing denominated in U.S. dollars as at 30 June 2007 was US$10 million. As the proceeds from
the global offering of the Group on 4 July 2007 were received in Hong Kong dollars, the Group may be exposed to
foreign exchange risks. However, the Group will review and monitor the foreign exchange risks between Renminbi and
Hong Kong dollars and U.S. dollars and may enter into foreign exchange hedging arrangements when appropriate and

necessary.
Interest rate risk

The interest bearing financial assets of the Group were mainly pledged bank deposits and bank balances, which were all
short term and carried fixed interest rates. The interest bearing financial liabilities of the Group were mainly short term
bank loans, which had fixed interest rates. Accordingly, the Group believe that it is not exposed to significant fair value

interest rate risk. The Group currently does not have an interest rate hedging policy.
Employees

As at 30 June 2007, the Group employed approximately 2,400 employees (30 June 2006: 1,900). Staff cost of the Group
for the first half of 2007 approximated to RMB90,523,000 (30 June 2006: RMB76,180,000). The cost included basic
salaries and benefits as well as staff benefits such as discretionary bonus, medical and insurance plans, pension scheme,
unemployment insurance plan etc. The salary levels of employees are generally determined by reference to the
employees’ positions, responsibilities and performance as well as the Group’s financial performance. In addition to
salaries, the Group provides housing allowances to some of its employees. The Group also offers incentive programmes
to encourage its employees to take initiatives and rewards employees who have made valuable contributions or achieve
technical breakthroughs. The Group’s employees are rewarded for their creativity achievements in technologies and
technical skills, management of information, product quality and enterprise management. The Group has adopted
incentive programs to encourage employee performance and a range of training programs for the development of its

staff.
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Material acquisition and disposal

Other than the reorganization as disclosed in the prospectus dated 20 June 2007 of the Company, during the Period

under Review, there was no material acquisition and disposal of subsidiaries and associated companies.
CORPORATE GOVERNANCE AND OTHER INFORMATION
Corporate governance practices

The Board recognizes the importance of corporate governance practice to the success of a listed company. The
Company is committed to achieving high standard of corporate governance in the interest of the shareholders of the

Company.

The Company has complied with the code provisions set out in the Code on Corporate Governance Practices (the
“Code”) contained in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) since 4 July 2007 (date of listing of the shares of the Company) except for the
deviation from Code provision A.2.1 which states that the roles of chairman and chief executive officer should be

separate and should not be performed by the same individual.

Mr. Hu Yueming is the Chairman of the Company. The Board believes that vesting the roles of both chairman and chief
executive officer in the same person is beneficial to the business development and management of the Group. The
Board considers that the balance of power and authority under the present arrangement will not be impaired and this

arrangement will enable the Company to make and implement decisions promptly and efficiently.
Model code for securities transactions by directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuer (the “Model
Code”) set out in Appendix 10 to the Listing Rules as its own code of conduct regarding securities transactions by the
directors. Having made specific enquiries of all directors, all directors have confirmed that they have complied with the

required standard set out in the Model Code since 4 July 2007 (date of listing of the shares of the Company).
Purchase, sale or redemption of the listed securities of the Company

The shares of the Company were listed on the main board of the Stock Exchange on 4 July 2007 and accordingly
neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed securities

on the Stock Exchange during the six months ended 30 June 2007.

By order of the Board of
China High Speed Transmission Equipment Group Co., Ltd.
HU YUEMING
Chairman
Hong Kong, 14 September 2007
As at the date of this announcement, the executive Directors of the Company are Mr. Hu Yueming, Mr. Chen Yongdao, Mr. Lu Xun,
Mr. Li Shenggiang, Mr. Liu Jianguo and Mr. Liao Enrong, the non-executive Directors are Mr. Zhu Keming, Mr. Zhang Wei, Mr.

Wang Qi and Mr. Richard Andrew Cornish Piliero; and the independent non-executive Directors are Mr. Zhu Junsheng, Mr. Jiang
Xihe and Mr. Chen Shimin.

* For identification purposes only
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