Corporate Governance Report &

In November 2004, The Stock Exchange of Hong Kong Limited
announced amendments to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“the
Listing Rules”), which included the publication of the “Code on
Corporate Governance Practices” (“the Code”) and “Rules on the
Corporate Governance Report” (“the Rules”) as contained in
Appendix 14 and Appendix 23 to the Listing Rules respectively.
The Code, with one exception, has become effective for accounting
periods commencing on or after 1 January 2005. The exception is
in respect of Code Provision C.2 (on internal controls and disclosure
requirements in the Corporate Governance Report relating to listed
issuers’ internal controls), which will be implemented for accounting
periods commencing on or after 1 July 2005. The Code sets out
the principles of good corporate governance, and two levels of
recommendations: (1) code provisions: Listed issuers are required
to comply with. Where the listed issuer deviates from the code
provisions set out in the Code, the issuer must give considered
reasons as required; and (2) recommended best practices: for
guidance only.

The Code was duly adopted by the Board as the code on corporate
governance practices of the Company.

For the year ended 31 December 2005, the Company has met the
code provisions and some of the recommended best practices as
set out in the Code except that Mr. Wang Mingquan, the Chairman
of the Company, was unable to attend the 2005 Annual General
Meeting of the Company, However, appropriate arrangements have
been made accordingly before the holding of the Annual General
Meeting.
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ORGANIZATIONAL STRUCTURE IN RELATION TO CORPORATE ERTEERNERES
GOVERNANCE
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THE BOARD OF DIRECTORS EEe

Composition and function AR RBE
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The Board of Directors (“the Board”) comprises twelve Directors,
of which nine are Executive Directors and the remaining three are
Independent Non-executive Directors.

As at 31 December 2005, the Directors were: R-EZERE+_A=+—R" 8£eKEA:

Name of Director Title EENR B

HITEE
TRt E ES
EESES e BIEE

Executive Directors
Mr. Wang Mingguan Chairman

Mr. Zang Qiutao Vice-chairman

Mr. Li Xueming Vice-chairman FEREE BlEfE

Mr. Chen Xiaoping Chief Executive Officer BRANE S TIRABHE,

Mr. Philip Fan Yan Hok General Manager B AE EECSE

Mr. Huang Chaohua Deputy General Manager ECES BliBagig

Mr. Raymond Wong Kam Chung Chief Financial Officer and =IRFL A B HBEE R A B ERTAD
Qualified Accountant

Mr. Chen Shuang Executive Director PR REAE WITES

Ms. Zhang Weiyun Executive Director RERZ T BiITES

Non-executive Directors FHITEE

Sir David Akers-Jones Independent Non-executive ERERT B IEMITES
Director

Mr. Aubrey Li Kwok Sing Independent Non-executive THELE B IEITES
Director

Mr. Selwyn Mar Independent Non-executive SRR EE B IEITES

Director
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THE BOARD OF DIRECTORS (continued)
Composition and function (continued)

In accordance with the Articles of Association of the Company,
subject to the manner of retirement by rotation of Directors as from
time to time prescribed under the Listing Rules and notwithstanding
any contractual or other terms on which any Director may be
appointed or engaged, at each annual general meeting, one-third
of the Directors for the time being (or if their number is not a multiple
of three(3), the number nearest to but not less than one-third) shall
retire from office by rotation, provided that every Director (including
those appointed for a specific term) shall be subject to retirement

by rotation at least once every three years.

The position of the Chairman and the Chief Executive Officer are
held by separate individuals, with a view to maintaining an effective
segregation of duties respecting management of the Board and
the day-to-day management of the Group’s business.

The Board meets regularly throughout the year. Under the lead of
the Chairman, the Board is responsible for approving and
supervising the overall strategy and policies of the Group, approving
annual budget and business plans, assessing the Group’s
performance and supervising the work of the management. All
Directors have access to board papers and related materials, and
are provided with adequate information on a timely manner. The
Directors of the Company may, if necessary, seek legal or other
independent professional advice at the expense of the Company.

In respect of regular board meetings or committee meetings, the
agenda is sent out to the Directors at least fourteen days before
the meeting and the accompanying papers are sent at least three

days before the intended date of meeting for information.
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THE BOARD OF DIRECTORS (continued)

Composition and function (continued)

As an integral part of good corporate governance, the Board has
established the following committees with specific written terms of
reference which deal clearly with the committee’s authority and
duties:—

1. EXECUTIVE COMMITTEE

The Executive Committee comprises Mr. Wang Minggquan
(Chairman), the Chairman of the Board, and eight Executive
Directors, namely Mr. Zang Qiutao, Mr. Li Xueming, Mr. Chen
Xiaoping, Mr. Philip Fan Yan Hok, Mr. Huang Chaohua, Mr.
Raymond Wong Kam Chung, Mr. Chen Shuang and Ms.
Zhang Weiyun. Its main duties include performing the duties
assigned by the Board as well as exercising the authority
and rights authorized by the Board. The general mandate
in relation to the Executive Committee in written form has
been established.

2. REMUNERATION COMMITTEE

The Remuneration Committee comprises Mr. Wang
Mingguan (Chairman), the Chairman of the Board, Mr. Zang
Qiutao, the Vice-chairman of the Board, and three
independent non-executive directors of the Company,
namely Sir David Akers-Jones, Mr. Aubrey Li Kwok Sing and
Mr. Selwyn Mar. Its main duties include offering advice to
the Board on the matters pertaining the remuneration policy
and remuneration structure of the directors and senior
management of the Company. The terms of reference of
the Remuneration Committee are disclosed on the website
of the Company.

During the year, the Remuneration Committee has reviewed
the remuneration policy and structure of the Executive
Directors and senior management of the Company, and
offered advice on the same to the Board.

The remuneration of all the Directors and their respective
interest in share options are set out in note 8 to the financial
statements and under the “Share option scheme” paragraph
in the report of the directors of this Annual Report.
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THE BOARD OF DIRECTORS (continued) EE® (8)

Composition and function (continued) HAEREBE (&)

3.

AUDIT COMMITTEE

The Audit Committee, comprising all three independent non-
executive directors of the Company, namely Sir David Akers-
Jones (Chairman), Mr. Aubrey Li Kwok Sing and Mr. Selwyn
Mar, is primarily responsible for reviewing the accounting
principles and practices adopted by the Group, as well as
discussing and reviewing the internal control and financial
reporting matters of the Company. The terms of reference
of the Audit Committee are disclosed on the website of the

Company.

The Audit Committee has reviewed with the management
and KPMG, the Company’s auditor, the accounting
principles and practices adopted by the Group and
discussed internal control and financial reporting matters,
including a review of the annual report for the year ended
31 December 2005.

MANAGEMENT COMMITTEE

The Management Committee comprises Mr. Chen Xiaoping
(Chairman), the Chief Executive Officer of the Company,
Mr. Philip Fan Yan Hok, the General Manager of the
Company, Mr. Huang Chaohua, the Deputy General
Manager of the Company and Mr. Raymond Wong Kam
Chung, the Chief Financial Officer of the Company. The
Management Committee is the decision-making body for
day-to-day operation and its main duties include performing
the duties assigned by the Board and/or the Executive
Committee as well as exercising the authority and rights
authorized by the same. The general mandate in relation to
the Management Committee in written form has been
established.
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NUMBER OF BOARD MEETINGS AND COMMITTEE MEETINGS EEgNZESSRNENEEENHE
AND THE ATTENDANCE RATE OF DIRECTORS RE

The following shows the number of regular board meetings and TRETFEARRFTMBIIHNEHESER
committee meetings held during the year as well as the attendance LZEEERRERESERHERE-
rate of each Director.

Attendance rate IR
Executive
Board of Committee Remuneration Audit  Management

Name of Director Directors HTES Committee  Committee Committee

EEpts Ezg £Eg ¥MzEe  ENZEES EEZEE

Mr. Wang Mingquan THERE 2/4 2/3 12 N/A N/A

NEf TNEf

Mr. Zang Qiutao BEEE 4/4 3/3 2/ N/A N/A

TNEm TNEf

Mr. Li Xueming FEREED 3/4 3/3 02 N/A N/A

NEf TNEf

Mr. Chen Xiaoping @ BNFEER 414 3/3 02 N/A 13/13
NEf

Mr. Philip Fan Yan Hok BLEBAE 404 3/3 N/A N/A 13/13
NER TNEf

Mr. Huang Chaohua BHELE 3/4 33 N/A N/A 13/13
NER TNEf

Mr. Raymond Wong Kam Chung ERLE 4/4 3/3 N/A N/A 13/13
NEA TNEf

Mr. Chen Shuang B REE 3/4 2/3 N/A N/A N/A

NEH NEf TNEf

Ms. Zhang Weiyun RERZT 404 33 N/A N/A N/A

NEH TNEf TNEf

Sir David Akers-Jones © BERERTO 2/4 N/A 112 3/3 N/A

TNEf NEf

Mr. Aubrey Li Kwok Sing TEERE 4/4 N/A 212 3/3 N/A

TER TiEA

Mr. Selwyn Mar SRELE 3/4 N/A 1/2 3/3 N/A

NEf NEf

Notes: Btet:

(1) On 31 March 2005, Mr. Li Xueming resigned as a member of (1) RIZEZTRF = A=+—HAZFERLERT
the Remuneration Committee. BEFWEZEEKE-

(2) On 31 March 2005, Mr. Chen Xiaoping resigned as a member (2) RZZEZERF=A=+—HMR/NFEERFT
of the Remuneration Committee and took up the post of RENEZEEKE URRABRETFMNES
Secretary for the Remuneration Committee on the same day. gmiEe

(3) On 31 March 2005, Sir David Akers-Jones was appointed as a (3) RZZEERF=-A=+—HSEREETER
member of the Remuneration Committee. FTMEEEKE-
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THE DIVISION OF RESPONSIBILITIES BETWEEN THE
CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer should
be separate. The Chairman’s responsibility is to manage the Board
and the Chief Executive Officer’s responsibility is to manage the
Company’s business. The division of responsibilities between the

Chairman and the Chief Executive Officer is clearly established.

The responsibilities of the Chairman include the ones set out in the
Code as well as the following:

(a) providing leadership for and overseeing the functioning of
the Board;

(b) formulating overall strategies and policies of the Company;

(c) ensuring that all Directors of the Board are properly briefed
on issues arising at Board meetings and giving each Director

an opportunity to express his/her view at board meetings;

(d) ensuring that Directors receive adequate information, which
must be complete and reliable, in a timely manner;

(e) ensuring that the Board works effectively and discharges

its responsibilities;

(f) ensuring that all key and appropriate issues are discussed
by the Board in a timely manner;

(9) drawing up and approving the agenda for each board
meeting taking into account, where appropriate, any matters
proposed by the other directors for inclusion in the agenda,;

(h) taking responsibility for ensuring that good corporate

governance practices and procedures are established;

(i encouraging all Directors to make a full and active
contribution to the Board’s affairs and take the lead to ensure

that the Board acts in the best interests of the Company;
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THE DIVISION OF RESPONSIBILITIES BETWEEN THE
CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER (continued)

0] ensuring that appropriate steps are taken to provide effective
communication with shareholders and that views of
shareholders are communicated to the board as a whole;
and

(k) facilitating the effective contribution of Directors and
ensuring constructive relations between Executive Directors
and Non-executive Directors.

The responsibilities of the Chief Executive Officer are as follows:

(a) Taking responsibility for the Group’s operation and
management;

(b) Implementing decisions and plans approved by the Board;

(c) Making day-to-day operational and managerial decision;
and

(d) Coordinating overall business operations.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant to the independence guidelines set out in Rule 3.13 of
the Listing Rules, the Board is of the view that all Independent
Non-executive Directors are independent and the Company has
received an annual confirmation of independence from each of
the Independent Non-executive Directors of the Company pursuant
to the Listing Rules.

All three Independent Non-executive Directors are appointed for a
term of two years until 31 December 2006, and are subject to
retirement and re-election in accordance with the Company’s
Articles of Association.

NOMINATION OF DIRECTOR

In accordance with the Articles of Association of the Company, the
Directors will have the power from time to time and at any time to
appoint any person as a Director to fill a casual vacancy in the
Board, or as an addition to the existing Board. For nomination,
consideration will be made to the qualifications of the nominee.
The Company has not established a nomination committee. During
the year, there was no change to the members of the Board.

SECURITIES TRANSACTIONS BY DIRECTORS

The Group has adopted the model code (“Model Code”) set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding directors’ securities transactions.

Having made specific enquiry of the directors, all directors have
complied with the required standard of dealings as set out therein
during the year ended 31 December 2005.

SHAREHOLDERS’ RIGHTS

It is the Company’s responsibility to ensure shareholder’s interest.
To do so, the Company maintains on-going dialogue with
shareholders to communicate with them and encourage their
participation through annual general meetings or other general
meetings.
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SHAREHOLDERS’ RIGHTS (continued)

Registered shareholders are notified by post for the shareholders’
meetings. The notice of meeting contains the agenda, the proposed
resolutions and a postal voting form.

All registered shareholders are entitled to attend the annual and
extraordinary general meetings, provided that their shares have
been recorded in the Register of Shareholders.

Shareholders who are unable to attend a general meeting may
complete and return to the Company’s Share Registrar the proxy
form enclosed with the notice of meeting to give proxy to their
representatives, another shareholder or chairman of the meetings.

Procedure for voting by poll has been included in circular of the
Company accompanying notice convening general meeting of the
Company and has been read out by the chairman at the general
meeting of the Company.

EXTERNAL AUDITORS

It is the auditors’ responsibility to form an independent opinion,
based on their audit, on the Company’s financial statements and
to report their opinion solely to the Company, as a body, in
accordance with section 141 of the Companies Ordinance, and
for no other purpose. They do not assume responsibility towards
or accept liability to any other person for the contents of the report
of the auditors.

Apart from the provision of annual audit services, KPMG, the
Group’s external auditors, also carried out interim review of the
Group’s results and provided other financial services in compliance
with the requirements under the Listing Rules and the Occupational
Retirement Scheme Ordinance.
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EXTERNAL AUDITORS (continued)

For the year ended 31 December 2005, KPMG, the external auditors
received the following remuneration from the Group in connection
with the provision of audit and non-audit services to the Group:—

Annual audit services FEEZRG
Interim review services EE T B A ARTS
Other services H A AR7S

INTERNAL CONTROL

The Board has full responsibility for the Group’s internal control
system, which includes the establishment of a defined management
structure with specified limits of authority. The system is designed
to help the achievement of business objectives of the Group,
safeguard assets against unauthorized use or disposition, ensure
the maintenance of proper accounting records for the provision of
reliable financial information for internal use or for publication and
ensure compliance with relevant legislation and regulation. The
internal control system is designed to provide reasonable, but not
absolute, assurance against material misstatement or loss.

The key procedures that the Board established to provide effective
internal controls are as follows:

- organizational structure
An appropriate organizational structure is in place with

defined operating policies and procedures as well as
responsibility and lines of authority.

SN BT (8)

BHE_TTRAFt _A=1T—HLFER I
BZHME S EBARL IR E L NIF
ERRG T AEEMUER TSI —

2005
—s®5n%
HK$000
FBT

1,385
320
5

1,710

M EPEE 2

EFEesRARAKENAIEZERR B
BT E IR AR S AR R RO AR IR DAt BY AN R BE B
FBAR REBEADG ARG EEAHLE
FEIRTF A LS RC S AR AT SE M IS E#
HRERE A SN R WRERE <7 A A D)
AR bt SRR AR &1 (B IRBED) 1R
BT HREANKRERAMKIESR-

REHAMMAREE EESAAMILT T
IES- 2=

- RS

R EE ST A B AR B R
BIARRAEY BB AL B R

HEXAEBRERAT ZFRAEER




INTERNAL CONTROL (continued)

- Authority and Control

The Executive Directors and senior management are
delegated with respective levels of authorities to carry out
the corporate strategies and policies and the related matters
formulated by the Board.

- Budgetary Control and Financial Reporting

The Group implements budget management, and financial
budget is executed upon approval by the Board. Relevant
procedures have been established to assess, review and
approve major capital and recurrent expenditures, and
regular review and comparison between operating results

and the budget are made.

The Group has established appropriate internal control
procedures to ensure the keeping of accurate and complete
accounting and management records on a timely basis.
Examination and review are carried out regularly to ensure
that the financial statements are properly prepared in
conformity with the generally accepted accounting
principles, the Group’s accounting policies and the
applicable laws and regulations.

- Internal Auditing

The Group has regularly conducted internal audit to review
whether the internal control procedures are implemented

appropriately.

Having conducted a review of the effectiveness of the Group’s
internal control system (including financial, operational and
compliance controls and risk management functions), the Board
was of the opinion that the existing internal control system was
effective.
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DIRECTORS’ RESPONSIBILITIES IN RESPECT OF FINANCIAL
STATEMENTS

The Directors confirm that they are responsible for the preparation
of the Group’s financial statements.

The Finance Department of the Company is taken charge by the
Qualified Accountant. With the assistance of the Finance
Department, the Directors ensure that the Group’s financial
statements have been properly prepared in accordance with
relevant regulations and applicable accounting principles.

A statement by KPMG, the auditors of the Company, about their
reporting responsibilities on the financial statements of the Group
is included in the Report of the Auditors on page 85.

INVESTOR RELATIONSHIP AND COMMUNICATION

The Company recognizes the importance of good communications
with shareholders and the investment community. Briefings and
meetings with institutional investors and analysts are conducted
regularly to provide them with up-to-date and comprehensive
information about the Group’s development. Annual and interim
reports offer comprehensive operational and financial performance
information to shareholders and the annual general meeting of the
Company provides a forum for shareholders to exchange views
directly with the Board, which together help enhance and facilitate
communication with shareholders. The Company also maintained
a website (http://www.ebchinaintl.com) which enables
shareholders, investors and the general public to have access to
the information of the Company on a timely basis.

AMENDMENTS TO ARTICLES OF ASSOCIATION

To align with the amendments to the Listing Rules, the Articles of
Association of the Company were amended accordingly and
approved by shareholders at the 2005 Annual General Meeting
held on 18 May 2005. The relevant amendments to the Articles of
Association can be found in the circular to shareholders dated 25
April 2005.
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