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The Company’s Governance Structure
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(1)  The Company's governance

The Company has improved its legal person governance structure and standard
operation in accordance with the Company Law, Security Law and other laws
and regulations and has basically complied with the requirements stipulated in
the regulatory document of “Regulation of Listing Companies” issued by China
Security Regulatory Commission and State Economic and Foreign Trade
Commission on 7 January 2002. The Company's compliance are as follows:

1. Shareholder and General Meeting: The Company has ensured equity of
all its shareholders particularly medium and small shareholders and their
rights to be fully exercised. The Company convened and held the General
Meeting in accordance with the Articles of Associations and Standard
Opinion of General Meetings of Listing Companies. The Company is in
the process of formulating “Rules and Procedures of General Meetings”
in order to further clarify functions and obligations of General Meetings
and to standardize its operation.

2. Connected transaction: The Company's connected transactions were fair
and reasonable. Full disclosure was given to relevant connected
transactions in accordance with regulation and supervision of overseas
authority.

3. Relationship between listing company and controlling shareholder:
Relationship between controlling shareholder and the Company is in
compliance with relevant regulations. The controlling shareholder did
not intervene, directly or indirectly, the Company's policy making and
operation. Some of the Company's senior managers temporarily hold
administrative positions in the holding company due to existing personnel
management system. However, such managers only hold the position title
and did not involve in the actual work of the holding company, instead,
they put entirely their time and energy into the Company's work.
Furthermore, some of them did not receive remunerations from the
holding company. In addition, the Company and the controlling
shareholder basically operated separately in terms of personnel, asset,
finance, structure and business. The Company's directors, supervisors
and internal management operate independently.

4. Directors and Board of Directors: The Company elected its directors in
accordance with the Articles of Associations. Number and composition
of the Board of Director are in line with laws and regulations. The Board
formulated “Rules and Procedures of Board of Directors”. Each director
diligently studied relevant laws and regulations and understood duties
and obligations of being a director of a listing company.

5. Supervisors and the Supervisory Committee: Number and composition
of the Supervisory Committee are in line with laws and regulations. The
Supervisory Committee formulated “Rules and Procedures of the
Supervisory Committees”. The supervisors diligently performed their
duties and accountable for the shareholders. They effectively supervised
the Company's financial status and the compliance of the performance of
directors, General Manager and other senior managers with laws and
regulations.
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The Company’s Governance Structure (Continued)
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1) The Company's governance (continued)

6. Performance review and incentive and control system: The Company is
in the process of establishing fair and transparent standard of performance
review and incentive and control system for its directors, supervisors
and senior managers.

7. Associates: The Company respected and maintained the legal rights of
bank and other debtors, staff and consumers.

8. Information disclosure and transparency: The Company designated the
Secretary of Board of Directors to be in charge of information disclosure,
reception of visits of shareholders and inquiry. The Company disclosed
relevant information in a truthful, timely and complete manner in order
to provide investors with equal access to information. The Secretary to
the Board of Directors is accountable for the Board of Directors, who
provides full support for his work.

2) Independent directors

The Company set up system of independent directors upon its establishment
and appointed two independent directors. These independent directors performed
their duties in accordance with the Articles of Associations and Listing Rules
and played significant role in standardizing the Company's operation.

(3) Plan to improve the Company's management structure

1. To amend and improve the Articles of Associations and its specific rules
with reference to “Regulations of Listing Companies”;

2. To further standardize relationship with controlling shareholders;

3. To further improve and standardize operating mechanism of the Special
Committee of Board of Directors;

4. To accelerate and improve performance review standard and incentive
the control system for directors, supervisors and senior management.

29




