Corporate Governance Report

The board of directors (the “Board”) of the Company is pleased to
present this Corporate Governance Report in the Group’s Annual
Report for the year ended 31 December 2013.

The key corporate governance principles and practices of the

Company are summarized as follows:

Corporate Governance Practices
The Group strives to maintain high standards of corporate

governance to enhance shareholder value and safeguard shareholder
interests. The Group’s corporate governance principles emphasize
the importance of a quality Board, effective internal controls and

accountability to shareholders.

The Company has applied the principles as set out in the Corporate
Governance Code (the “"CG Code"”) contained in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”) as

its own code of corporate governance.

The Company has complied with most of the code provisions as set
out in the CG Code.

The Company will, from time to time, review and enhance its
corporate governance practices to ensure that these continue to
meet the requirements of the CG Code.

Model Code for 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 directors’ dealings in the Company’s securities.

Specific enquiry has been made of all the directors and the directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2013.
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The Company has also established written guidelines on no less
exacting terms than the Model Code (the “"Employees Written
Guidelines”) for securities transactions by employees who are likely
to be in possession of unpublished price-sensitive information of the
Company. No incident of non-compliance of the Employees Written

Guidelines by the employees was noted by the Company.

Board of Directors

Board Composition
Membership of the Board is currently made up of eight members in
total, with four executive directors, one non-executive director and

three independent non-executive directors.

The list of directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing
Rules from time to time.

The relationships among the members of the Board are disclosed
under “Directors and Senior Management Profile” on page 38. Mr.
Guo Zi Wen is the brother of Mr. Guo Zi Ning. Save as disclosed,

members of the Board are unrelated to one another.

Chairman and Chief Executive Officer
The roles and duties of the Chairman and the Chief Executive Officer
of the Company are carried out by different individuals and have been

clearly defined in writing.

The Chairman of the Board is Mr. Guo Zi Wen, and the Chief
Executive Officer is Mr. Guo Zi Ning. With the support of the
company secretary and the senior management, the Chairman
is responsible for ensuring that the directors receive adequate,
complete and reliable information in a timely manner and appropriate
briefing on issues arising at Board meetings, and that all key and
appropriate issues are discussed by the Board in a timely manner. The
Chief Executive Officer focuses on implementing objectives, policies
and strategies approved and delegated by the Board. He is in charge
of the Company's day-to-day management and operations. The Chief
Executive Officer is also responsible for developing strategic plans
and formulating the organizational structure, control systems and

internal procedures and processes for the Board's approval.
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Corporate Governance Report (continued)

Independent Non-executive Directors

During the year ended 31 December 2013, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive directors with at least
one independent non-executive director possessing appropriate
professional qualifications or accounting or related financial

management expertise.

All directors, including non-executive directors and independent
non-executive directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board
for its efficient and effective functioning. Independent non-executive
directors are invited to serve on the Audit, Remuneration and

Nomination Committees of the Company.

The Company has received written annual confirmation from
each of the independent non-executive directors in respect of his
independence in accordance with the independence guidelines set
out in Rule 3.13 of the Listing Rules. The Company considers all

independent non-executive directors are independent.

Non-executive Directors and Directors’ Re-election

Each of the executive directors, non-executive directors and independent
non-executive directors of the Company has entered into a service
contract or a letter of appointment with the Company for a specific term.
Such term is subject to his re-election by the Company at an annual
general meeting (“AGM") upon retirement. The articles of association
(the "Avrticles of Association”) of the Company provides that any director
appointed by the Board to fill a casual vacancy in the Board shall hold
office only until the first general meeting of the Company and shall
then be eligible for re-election at such meeting. Besides, any director
appointed by the Board as an addition to the existing Board shall hold
office only until the next following AGM of the Company and shall then

be eligible for re-election.

In accordance with the Articles of Association, one-third of all
directors of the Company are subject to retirement by rotation at least
once every three years. A retiring director is eligible for re-election
and continues to act as a director throughout the meeting at which
he retires. Any director appointed by the Board to fill a casual vacancy
or as an addition to the Board shall not be taken into account for

retirement by rotation.
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The members of the Company may, at any general meeting convened
and held in accordance with the Articles of Association to remove
a director at any time before the expiration of his period of office
notwithstanding anything contrary in the Articles of Association or in

any agreement between the Company and such director.

Responsibilities, Accountabilities and Contributions
of the Board and Management

The Board is responsible for leadership and control of the Company
and oversees the Group's businesses, strategic decisions and
performance and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs.
Directors of the Board take decisions objectively in the interests of
the Company. The Board has delegated to the senior management
the authority and responsibility for the day-to-day management and
operation of the Group. In addition, the Board has established Board
committees and has delegated to these Board committees various

responsibilities as set out in their respective terms of reference.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of

directors and other significant operational matters of the Company.

All directors shall ensure that they carry out duties in good faith, in
compliance with applicable laws and regulations, and in the interests

of the Company and its shareholders at all times.

Continuous Professional Development of Directors
Directors keep abreast of responsibilities as a director of the
Company and of the conduct, business activities and development of
the Company.

Every newly appointed director will receive formal, comprehensive
and tailored induction on the first occasion of his/her appointment
to ensure proper understanding of the business and operations
of the Company and full awareness of director’s responsibilities
and obligations under the Listing Rules and relevant statutory

requirements.
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Corporate Governance Report (continued)

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. All directors are encouraged to attend relevant training

courses at the Company's expenses.

During the year ended 31 December 2013, the directors participated

in the following trainings:
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Directors = Topic
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Executive Directors BITES

Guo Zi Wen 2P A B

Guo Zi Ning Ellyeges A B

Yang Zhong HR A B

Xin Zhu FIR A B

Non-Executive Directors FHTES

Paul Steven Wolansky RED o ERHHTE A B

Wu Jie Si (resigned on 20 May 2013) RER(R=ZZF—=FAA=F+HFT)

Independent Non-Executive Directors BIUFHITES

Song Xian Zhong (resigned on 28 February 2014) KRR (R=F—HF = A=+ HAFHT) A B

Tsui King Fai rEE A,

Cheung Kwok Keung R B o A,

Ma Kwai Yuen (resigned on 8 July 2013) BSER(R=F—=F+A/HEF)

A:  attending seminars and/or conferences and/or forums

B: reading newspapers, journals, company newsletters and
updates relating to the economy, general business, real estate

or Director’s duties and responsibilities, etc.
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Board Committees

The Board undertakes responsibility for decision making in major
Company matters, including: approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those that
may involve conflict of interests), financial information, appointment

of directors and other significant financial and operational matters.

All directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensuring that Board procedures and all applicable laws
and regulations are followed. Each director is normally able to seek
independent professional advice in appropriate circumstances at the

Company’s expense, upon making request to the Board.

The Board has delegated a schedule of responsibilities to the
Chief Executive Officer and senior management of the Company.
These responsibilities include implementing decisions of the Board,
directing and coordinating day-to-day operation and management
of the Company in accordance with the management strategies
and plans approved by the Board, formulating and monitoring the
operating and production plans and budgets, and supervising and

monitoring the control systems.

The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Company's
affairs. All Board committees of the Company are established
with defined written terms of reference which are posted on the
Company's website and the Stock Exchange's website and are

available to shareholders upon request.
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Corporate Governance Report (continued)

Audit Committee

Throughout the year ended 31 December 2013, the Audit Committee
comprises three independent non-executive directors, namely, Mr.
Cheung Kwok Keung (chairman of the Committee), Mr. Song Xian
Zhong and Mr. Tsui King Fai. Mr. Song Xian Zhong resigned as an
independent non-executive director and ceased to be a member
of the Audit Committee on 28 February 2014. Mr. Hu Jiang was
appointed as an independent non-executive director and a member
of the Audit Committee to fill the vacancy on 28 February 2014. None
of the members of the Audit Committee is a former partner of the

Company’s existing external auditors.
The main duties of the Audit Committee include the following:

° To review the financial statements and reports and consider
any significant or unusual items raised by the internal auditor or
external auditors before submission to the Board.

° To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement, and make recommendations to
the Board on the appointment, re-appointment and removal of

external auditors.

° To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk

management system and associated procedures.

The Audit Committee oversees the internal control system of the
Group, reports to the Board on any material issues, and makes

recommendations to the Board.

During the year under review, the Audit Committee reviewed the
Group's annual results and annual report for the year ended 31
December 2013, the financial reporting and compliance procedures,
the report of the internal auditor on the Company’s internal
control and risk management systems and processes, and the re-

appointment of the external auditors.

The Audit Committee held 2 meetings during the year ended 31
December 2013 and all the members attended the meetings.
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Remuneration Committee

Throughout the year ended 31 December 2013, the Remuneration
Committee comprises three members, namely, Mr. Tsui King Fai
(chairman of the Committee), Mr. Cheung Kwok Keung and Mr. Song
Xian Zhong, all of which are independent non-executive directors. Mr.
Song Xian Zhong resigned as an independent non-executive director
and ceased to be a member of the Remuneration Committee on 28
February 2014. Mr. Hu Jiang was appointed as an independent non-
executive director and a member of the Remuneration Committee to

fill the vacancy on 28 February 2014.

The primary functions of the Remuneration Committee include
making recommendations to the Board on and approving the
remuneration policy and structure and remuneration packages of the
executive directors and the senior management. The Remuneration
Committee is also responsible for establishing transparent
procedures for developing such remuneration policy and structure
to ensure that no director or any of his/her associates will participate
in deciding his/her own remuneration, which remuneration will be
determined by reference to the performance of the individual and the
Company as well as market practice and conditions.

The Remuneration Committee has reviewed the remuneration policy
and structure of the Company, and the remuneration packages of the
executive directors and the senior management for the year under

review.

The Remuneration Committee held 2 meetings during the year ended
31 December 2013 and all the members attended the meetings.

Nomination Committee
Throughout the year ended 31 December 2013, the Nomination

Committee comprises four members, namely Mr. Guo Zi Wen
(chairman of the Committee), Mr. Song Xian Zhong, Mr. Tsui King Fai
and Mr. Cheung Kwok Keung, the majority of them are independent
non-executive directors. Mr. Song Xian Zhong resigned as an
independent non-executive director and ceased to be a member of
the Nomination Committee on 28 February 2014. Mr. Hu Jiang was
appointed as an independent non-executive director and a member of

the Nomination Committee to fill the vacancy on 28 February 2014.
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Corporate Governance Report (continued)

The principal duties of the Nomination Committee include reviewing
the Board composition, developing and formulating relevant
procedures for nomination and appointment of directors, making
recommendations to the Board on the appointment and succession
planning of directors, and assessing the independence of the
independent non-executive directors.

The Nomination Committee has adopted a set of nomination
procedures for selection of candidates for directorship of the
Company by making reference to the skills, experience, professional
knowledge, personal integrity and time commitments of such
individuals, the Company’s needs and other relevant statutory

requirements and regulations.

In assessing the Board composition, the Nomination Committee
would take into account various aspects set out in the Board
diversity policy, including but not limited to gender, age, cultural and
educational background, professional qualifications, skills, knowledge
and industry and regional experience. The Nomination Committee
would discuss and agree on the measurable objectives for achieving
diversity on the Board, where necessary, and recommend them to
the Board for adoption.

The Nomination Committee held 1 meeting during the year ended 31
December 2013 and all the members attended the meetings.

The Nomination Committee reviewed the structure, size and
composition of the Board to ensure that it has a balance of expertise,
skills and experience appropriate for the requirements of the
business of the Company. The Nomination Committee considered
an appropriate balance of diversity perspectives of the Board is
maintained.

In accordance with the Articles of Association, Mr. Guo Zi Wen, Mr.
Guo Zi Ning, Ms. Xin Zhu and Mr. Hu Jiang shall retire by rotation
and being eligible, offer himself/herself for re-election at the next

forthcoming annual general meeting.
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The Nomination Committee recommended the re-appointment of
the directors standing for re-election at the next forthcoming annual

general meeting of the Company.

The Company's circular dated 3 April 2014 contains detailed

information of the directors standing for re-election.

Corporate Governance Functions
The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

The Board reviewed the Company’s corporate governance policies
and practices, training and continuous professional development
of directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements, the
compliance of the Model Code and Written Employee Guidelines, and
the Company’s compliance with the CG Code and disclosure in this

Corporate Governance Report.

Board Meetings

Board Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting are

normally made available to directors in advance.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each
Board meeting or committee meeting to keep directors apprised of
the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
director also have separate and independent access to the senior

management where necessa ry.

The senior management attend all regular Board meetings and
where necessary, other Board and committee meetings, to advise on
business developments, financial and accounting matters, statutory
and regulatory compliance, corporate governance and other major

aspects of the Company.
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Corporate Governance Report (continued)

The company secretary assists the chairman in preparing the agenda
for meetings and ensures that all applicable rules and regulations
are followed. Draft minutes are normally circulated to directors for
comment within a reasonable time after each meeting and final

versions are open for directors’ inspection.

The Articles of Association contain provisions requiring directors to
abstain from voting and not to be counted in the quorum at meetings
for approving transactions in which such directors or any of their
associates have a material interest.

Code provision A.1.3 stipulates that at least 14 days’ notice should be

given for a regular Board meeting.

Certain Board meetings held during the year ended 31 December
2013 were convened with less than 14 days’ notice. The Company
adopted a flexible approach in convening Board meetings and
ensuring that sufficient time and adequate information were given to

directors for making informed decisions.
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