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CORPORATE GOVERNANCE PRACTICES

The Group is committed to ensuring high standards of corporate
governance in the interest of its shareholders.

The Group has adopted the code provisions set out in the Code of
Corporate Governance Practices (the “Code”) as stated in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

Under the code provision A.2.1 of Appendix 14 to the Listing Rules, the
roles of chairman and president should be separate and should not be
performed by the same individual. The chairman and president of the
Company are performed by the same individual, BE& L4 (Mr. Zeng
Yunshu). The Directors will meet regularly to consider major matters
affecting the operations of the Company. The Directors consider that this
structure will not impair the balance of power and authority between the
Directors and the management of the Company and believe that this
structure will enable the Group to make and implement decisions promptly
and efficiently. Therefore, the Directors are of the view that the roles of
chairman and president of the Company can be performed by the same
individual.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding securities
transactions by the Directors. The Company has made specific enquiry of
all directors regarding any non-compliance with the Model Code during the
period and they all confirmed they have fully complied with the required
standard set out in the Model Code.

BOARD OF DIRECTORS

As at the date of this report, the Board of Directors of the Company (the
“Board"”) comprises five executive Directors, namely, Mr. Zeng Yunshu, Dr.
Han Qinchun, Mr. Zeng Sheng, Ms. Ye Qingdong and Mr. Quyang Junxin,
two non-executive Directors, namely, Mr. Zhang Huagiao and Mr. Chen
Junyu, and three independent non-executive Directors, namely, Dr. Li Jun,
Mr. Cheng Ngai Lan and Ms. Lin Weifang.

The Board will have four scheduled meetings a year and meet at other
times as and when required to review financial and internal control, risk
management, company strategy and operating performance of the Group.
Board minutes are kept by the Company Secretary of the Company and
are sent to the Directors for records and are open for inspection by the
Directors.
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The Board is responsible to ensure that there is a competent executive
management which is able to run the Company in a sound and efficient
manner. The Board is also responsible for establishing the Company’s
business strategies and plans from time to time to ensure that the
operations of the Company are conducted effectively.

Each executive Director is delegated individual authority and responsibility
to oversee and monitor the operations of a specific business unit, and
to implement the strategies and policies set by the Board. The Company
has received, from each independent non-executive directors, an annual
confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers all of the independent non-executive
directors are independent. The independent non-executive Directors will
provide independent opinion and share their knowledge and experience
with the other members of the Board.

The Board had conducted appropriate internal control procedures and
reviewed risk management strategies and policies of the Company to
ensure that the Company runs its business in compliance with all legal and
regulatory requirements with prudence and integrity.

REMUNERATION OF DIRECTORS

The Company has established a remuneration committee with written
terms of reference as suggested under the code provisions under the
Code on Corporate Governance Practices set out in Appendix 14 to the
Listing Rules. The remuneration committee comprises three members,
namely, Dr. Li Jun, Mr. Zeng Yunshu and Mr. Cheung Ngai Lam. The
chairman of the remuneration committee is Dr. Li Jun. The remuneration
committee will meet at least once a year to determine the remuneration
policy for Directors and senior management.

The principal responsibilities of the remuneration committee include
making recommendations to the Board on the remuneration package of
the Directors and the senior management to ensure that the remuneration
offered is appropriate for the duties and responsibilities assumed and in
line with the general market practice.

Details of the amount of Directors emoluments are set out in note 9 to the
financial statements.
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AUDITORS’ REMUNERATION

During the year ended 31 December 2006, the fee paid/payable to auditors
in respect of audit services provided by the auditors to the Group was
HK$800,000 (equivalent to RMB792,000). In addition, the Group also
incurred approximately HK$3,138,000 (equivalent to RMB3,107.000) for
the services provided by the reporting accountants in respect of the IPO
and listing of the Company's shares on the Stock Exchange Hong Kong and
the amount has been charged to the share premium account in 2007

AUDIT COMMITTEE

An audit committee was established by the Company on 31 January
2007 with written terms of reference in compliance with the Code on
Corporate Governance Practices as set out in Appendix 14 to the Listing
Rules. The primary duties of the audit committee are to review and approve
the Group's financial reporting process and internal control system. The
members of the audit committee are the independent non-executive
Directors, Mr. Cheung Ngai Lam, Dr. Li Jun and Ms. Lin Weifang, Mr.
Cheung Ngai Lam is the chairman of the audit committee.

The Group’s annual results for the year ended 31 December 2006 have
been reviewed by the audit committee.

NOMINATION COMMITTEE

A nomination committee was established by the Company on 31
January 2007 with written terms of reference. The primary duties of the
nomination committee are to make recommendations to the Board on the
appointment of Directors and the management of the Board succession.
The members of the nomination committee are the independent non-
executive Directors. Ms. Lin Weifang, Dr. Li Jun and Mr. Cheung Ngai Lam,
Ms. Lin Weifang is the chairlady of the nomination committee.
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BOARD MEETING ATTENDANCE SINCE LISTING AND HETUREBREARGEHHZ
UP TO THE DATE OF THIS REPORT EROaHBSBYR

Regular Board Audit Committee
Name of Directors Meeting Meeting
EEMA EEETHER ERZEEERE
Mr. Zeng Yunshu BEREA 3/3 N/A 73
Dr. Han Qinchun BRAEELT 3/3 N/A 7R3 3
Mr. Zeng Sheng RS ST A 3/3 N/A 73
Ms. Ye Qingdong EERLLT 3/3 N/A 7~
Mr. Ouyang Junxin BRRS B  5E £ 3/3 N/A 7~
Mr. Zhang Huagiao R EAE 0/3 N/A 7~
Mr. Chen Junyu PRERTAE 1/3 N/A 7
Mr. Li Jun ZHEE 0/3 on
Mr. Cheung Ngai Lam REMEA 1/3 11
Ms. Lin Weifang MEF 22+ 1/3 11
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INTERNAL CONTROL

The Board has the responsibility to maintain an effective internal control
system in order to protect the Group's assets and shareholders’ interests.
The board shall also conduct penodic reviews to ensure the effectiveness
of the Company's internal control system.

The internal control system includes a well established corporate structure
and organization with clearly defined lines of responsibility and authority.
Each department is responsible for its daily operations, and is also required
to implement and monitor the strategies and policies adopted by the Board
and effective employment of the resources of the Company, in order to
avoid misappropriation of resources and damages made to the Company's
assets, and prevent against errors and fraud.

The Board assesses the effectiveness of the internal control system
and procedures based on information derived from discussions with the
management of the Company and its external auditors, as well as reviews
conducted by the audit committee. The Board believes that the existing
internal control system is adequate and effective.

The Board has established a clearly defined scope of activities,
responsibility and authority for each department and its management staff
within the Group. The Group has a defined goal for each department to
accomplish, these goals were discussed in the broad meeting and pass on
to the management through the executive directors. These goals will be
implemented and closely monitored by the executive directors who shall
review the operational and financial results from time to time, and to take
any necessary actions for the improvement of its business activities.

INVESTOR RELATIONS

The Company is committed to maintaining high level of transparency in
communicating with shareholders and the investment community at large.
The company provides information in relation to the Company and its
business in its annual report which is to be dispatched to shareholders on
a timely basis. The Group's corporate website also provides an effective
communication medium through which the public and investor community
can obtain updated information about the Group.

All the shareholders of the Company are to be given a 21 days’ notice of
the date and venue of the Company’s Annual General Meeting where the
shareholders will have an opportunity to communicate directly with the
Board of the Company.
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