The Group is committed to maintaining and ensuring a high level of
corporate governance standards and continuously reviews and
improves our corporate governance and internal controls practices. Set
out below are the principles of corporate governance as adopted by
the Company during the financial year under review.

During the period from 21 December 2006 (being the date of listing of
the Company) to 31 December 2006 (the “Post Listing Period”),

Mr. Fang Jin served as the Chairman of the Board and was responsible
for leading the Board in establishing and monitoring the implementation
of strategies and plans to create values for shareholders. Mr. Guo
Quan Zeng served as the President of the Group and was responsible
for managing the overall business operations of the Group, proposing
strategies to the Board and the effective implementation of the
strategies and policies adopted by the Board, effectively carrying out
the role of a CEO.

As of 31 December 20086, there were eight members on the Board,
which are the Chairman, the three other Executive Directors, one Non-
executive Director (“NED”) and three Independent Non-executive
Directors (“INEDs”).

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially interfere
with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise to
the Board and its deliberations.

None of the INEDs has any business or financial interests with the
Group nor has any relationship with other directors. Each of the INEDs
confirmed their respective independences to the Group.

The Board met regularly during the year on an ad hoc basis as required
by business needs. The Board’s primary purpose is to set and review
the overall strategic development of the Group and to oversee the
achievement of the plans to enhance shareholders’ value. Daily
operational decisions are delegated to the Executive Directors and the
senior management. Since the incorporation of the Company on 20
July, 20086, the Board met 5 times during the year and the Directors’
attendance is shown in the table on page 47. The Board has
conducted a review of the effectiveness of the system of internal
control of the Group during the year. Each of the Directors was
appointed by the Board during the year.
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All of the Directors shall retire and being eligible, offer themselves for re-
election in the forthcoming annual general meeting.

The Directors are independent from each other.

The Company appointed the NED whose term of appointment shall be
for one year from 3 December 2006.

The Group has established an audit committee (“Audit Committee”)
with written terms of reference as suggested under the Code of Best
Practice set out in Appendix 14 of the Listing Rules and adopted with
reference to “A Guide for Effective Audit Committees” published by the
Hong Kong Institute of Certified Public Accountants. The Audit
Committee comprises Mr. Heng Kwoo Seng, Mr. Wang Jing Zhong,
Mr. Wang Jian Zhang and Mr. Ho Man, a majority of whom are INEDs.
The chairman of the Audit Committee is Mr. Heng Kwoo Seng. Each
member can bring to the Committee his valuable experience in
reviewing financial statements and evaluating significant control and
financial issues of the Group who among themselves possess a wealth
of management experience in the accounting profession or commercial
sectors. The Audit Committee was established in 3 December 2006
and has held one meeting during the year.

The main duties of the Audit Committee are as follows:—

(i)  toreview the half-year and annual financial statements before they
are submitted to the Board for approval;

(i) to make recommendations to the Board on, the appointment,
reappointment and removal of the external auditors, and approve
the remuneration and terms of engagement of the external
auditors, and any questions of resignation or dismissal of that
auditors;

(iii)  to review and monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process in

accordance with applicable standards;

(iv) to review the Company’s financial controls, internal controls and
risk management systems;

(v) to review the Group’s financial and accounting policies and
practice;
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(vi) to review and monitor the effectiveness of the internal audit
function; and

(vii) to review the terms and conditions of connected transactions of
the Group.

The Audit Committee reviewed the financial statements of the Group
for the year ended 31 December 2006 prior to recommending the
financial statements to the Board for approval.

The Company established a remuneration committee (“Remuneration
Committee”) in 3 December 2006 and has not held any meeting during
the year. The Remuneration Committee comprises Mr. Fang Jin,

Mr. Heng Kwoo Seng and Mr. Wang Jing Zhong. The Chairman of the
Remuneration Committee is Mr. Fang Jin. Its main duties are
summarized as follows:

()  to make recommendations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior
management as well as a formal and transparent procedure for
developing such remuneration policies;

(i) to determine the specific remuneration packages of all Executive
Directors, senior management and Non-executive Directors; and

(i) to ensure that no Director or any of his associates is involved in
deciding his own remuneration.

In order to attract, retain, and motivate executives and key employees
serving the Group, the Company has adopted a share option scheme
in December 2006. Such incentive schemes enable the eligible persons
to obtain an ownership interest in the Company and thus to reward the
participants who contribute to the success of the Group’s operations.

Details of the amount of Directors emoluments are set out in note 10 to
the consolidated financial statements and details of the 2006 share
option scheme are set out in note 31.

Vi) e RERABEZBENRA X

(vii) B A SR B BRE R F H IR AR B fek

ERERXAKEHE_TTRF
-1- Etifﬂﬁﬁﬁ%#ﬁﬁ%é%

Z!K’AETEA:TE VF+Z A= BRLE
ZRE zB®]) FHMEZEENFR
TERTENEZ-FHEESH T ST
£ RRR RS A R EHUS ST AR - FTME
BemIFERsTett EX2REMAM

i
,D]]D
1)
%
! =
) 4

U

IARRBBEENEREEABM
BHMOBRERE URRIERE
% EHMMB RN ER R ABEREDN
BFRESSFLERER:

—
=

(i) EEMARITES SRERENEAR
TESNREFIEE &

(i) Eﬁ%j’rﬁ{if—J%%‘iEEﬁ%@%/\i
SR EH AR B B F B

RIBE 18 MR AR E B REETTERA
BREZEER AARRZZEEZREF+_H
RANBIRES 8- Z S REFTEIES BRA
TRIEBARR RS FAAERER M RA
SEEBRINMEL B2 RERHEDR-

BERESMEFENFBERNEREWHR

FRIFE10 - TARE - T NFREAREA SR
FHIREIEEST -

Annual Report 2006 4 #§



The Company established a nomination committee (“Nomination

Committee”) in 3 December, 2006 and has not held any meeting during

the year. The Nomination Committee comprises Mr. Fang Jin, Mr.
Heng Kwoo Seng and Mr. Wang Jing Zhong. The Chairman of the
Nomination Committee is Mr. Fang Jin. The Nomination Committee
selects and recommends appropriate candidates, based on his or her
prior experience and qualifications, to the Board on the appointment of
Directors and the senior management of the Group. The main duties of
the Nomination Committee are as follows:—

0

(i)

(i)

iv)

to review the structure, size and composition (including skills,
knowledge and experience) of the Board on a regular basis and to
make recommendations to the Board regarding any proposed
change;

to develop the criteria for identifying and assessing the
qualifications of and evaluating candidates for directorship;

to assess the independence of independent non-executive
directors to determine their eligibility; and

to review and assess the adequacy of the corporate governance
guidelines of the Company and to recommend any proposed
changes to the Board for approval.

The Company established an executive committee (“Executive
Committee”) in 3 April 2006 and had held 5 meetings during the year.
The Executive Committee comprises Mr. Guo Quan Zeng, Mr. Fang
Jin, Mr. Lin Chao, Mr. Li Hui Qiu, Mr. Yeung Mun Tai, Mr. Jiang Zhi
Cheng, Mr. Wang Wen, Mr. Pan Liang Chun, Ms. Zheng Na and

Mr. Qiu Jun Ming. The Chairman of the Executive Committee is

Mr. Guo Quan Zeng. Its duties include mainly the following:

)

(i

(i)

recommending objectives and strategy for the Group in the
development of its business, having regard to the interests of its
shareholders, customers, employees and other stakeholders;

agreeing policy guidelines for business divisions based on
approved group strategy;

ensuring compliance with relevant legislation and regulations; and
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(iv) examining all trade investments, divestments and major capital
expenditure proposals and the recommendation to the Board of
those which, in a group context, are material either by nature or

cost.

Number of Board Meetings (from the Company’s
date of incorporation and ending 31 December 2006)
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Executive Directors
Fang Jin (Chairman)
Lin Chao

Guo Quan Zeng

Li Hui Qiu

Non-executive Director
Ho Man

Independent Non-executive Directors
Heng Kwoo Seng
Wang Jing Zhong
Wang Jian Zhang
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The Group will keep on reviewing its corporate governance standards
on a regularly basis and the Board endeavors to take the necessary
actions to ensure the compliance with the provisions of the Code on
Corporate Governance Practices introduced by the Stock Exchange.

The Company has received, from each of the INEDs, a confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of the INEDs are independent.

Save for exceeding a cap amount in respect of certain purchases of
raw materials and moulds (details of which are set out in an
announcement of the Company dated 2 April 2007) the Company has
complied with all the code provisions set out in the Code on Corporate
Governance Practices (“Corporate Governance Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) for the Post Listing Period.

vy BEABEESRE RELENTEE
AR EH AREFSREREHANSE
B EEERRAN LEERNEREE
E‘O

o o1 O On

AEESEETHRTELRERRE B
ERBNREAFRTE UHERETE AT
SIAREEE AT AR T RIR RS

R EMARBIFES A3 RAF D EEBIL
FRTEFRRABRENB LI ARFR
RERBYIFRTERHRBILA L.

SBEBREREE TR REAN ER
L (FRIANARAN T LFOMA -
BRAMA) SN R EHRHE AR EE
SRR PR S E AR RN (TEMARAL) sk
14PTEV R EEE R TR ([REERT
A1) WA ST AR

Annual Report 2006 4 #§



The Company had adopted the “Model Code for Securities
Transactions by Directors of Listed Issuers” as set out in Appendix 10
of the Listing Rules as the code for dealing in securities of the
Company by the Directors (the “Code”). Having made specific enquiry,
the Company confirmed that all Directors have complied with the
required standard as set out in the Code.

The Audit Committee of the Company is responsible for considering the
appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor, including whether such
non-audit functions could lead to any potential material adverse effect
on the Company. During the year under review, the Group is required
to pay an aggregate of approximately RMB1.75 million to the external
auditors for their services including audit and non-audit services.

The Directors’ responsibilities for the accounts and the responsibilities
of the external auditors to the shareholders are set out on page 49 to
50.
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