Corporate Governance Report
TEERRE

CORPORATE GOVERNANCE PRACTICE

The Company is committed to the establishment of good
corporate governance practices and procedures which serve
as an important element of risk management throughout
the growth and expansion of the Company. The Company
emphasizes on maintaining and carrying out sound, solid
and effective corporate governance principles and
structures.

The Company has complied throughout the year ended
December 31, 2005 with the Code of Best Practice as set
out in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited
("Stock Exchange”) (the “Listing Rules”), which came into
effect prior to January 1, 2005, except that the
independent non-executive directors were not appointed
for terms of office determined according to a fixed period
of time. Nevertheless, such directors were appointed to
their offices for such term of office and are subject to
retirement in accordance with the provisions in the Bye-
laws of the Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
set out in Appendix 10 of the Listing Rules as its own
code of conduct regarding directors’ securities transaction.
The Company has made specific enquiries of all directors
and all directors confirmed they have complied with the
required standard of dealings set out therein during the
year.

BOARD OF DIRECTORS
Composition

The Board members for the year ended December 31,
2005 were as follows:

Executive directors

Shum Siu Hung (Chairman)

Chiu Sing Chung, Raymond (Managing Director)
Shum Chun, Lawrence

Wu Hong Cho

Cen Ziniu

Independent non-executive directors
Cheung Kwan Hung, Anthony

Young Wing Chun, Michael Frederick
Ma Man Hoi, Joseph
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BOARD OF DIRECTORS (Continued)

Such balanced board composition ensured strong
independence exists across the Board and has met the
recommended practice under the Code to have at least
one-third of its members comprising independent non-
executive directors. (At least one of the independent non-
executive directors has appropriate professional
qualifications, accounting and financial management
expertise.) The biographies of the Directors are set out in
pages 9 to 10 to the annual report, which demonstrates a
diversity of skills, expertise, experience and qualifications.

Mr. Shum Siu Hung, Chairman of the Board, is the father
of Mr. Shum Chun, Lawrence, executive director of the
Company.

The Company has received annual confirmation of
independence from the three independent non-executive
directors in according with Rule 3.13 of the Listing Rules.
The Board has assessed their independence and concluded
that all the independent non-executive directors are
independent within the definition of the Listing Rules.

Number of Board meetings held during the year

The Board has four scheduled regular meetings a year at
quarterly interval and non-regular meetings when required.
During the financial year ended December 31, 2005, the
Board held four meetings. Proposed regular Board meeting
schedule for the coming financial year are circulated to
the Board in the preceding year. The following table shows
the attendance of Directors at meetings of the Board and
its committees during the year:
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BOARD OF DIRECTORS (Continued)
The principal Role and Function of the Board

o To establish the strategic direction for the
development of the Company and set the objectives
of the management;

o To approve annual budgets, major funding proposal
and investment proposals;

° To decide on matters such as annual, interim and
quarterly results, major transactions, directors
appointment, and dividend and accounting policies;
and

o To oversee the processes for evaluating the adequacy
of internal controls, risk management, financial
reporting and compliance.

Division of responsibilities between the Chairman and
the Managing Director

To ensure a balance of power and authority so that power
is not concentrated in one individual, the posts of
Chairman and Managing Director are separated to ensure
a clear division of the responsibilities between the
Chairman and the Managing Director. The responsibilities
of the Chairman includes but not limited to ensuring that
all members of the management are properly briefed on
issues arising at board meetings, and should be responsible
for ensuring that all directors receive adequate information,
which must be complete and reliable, in a timely manner.
The Managing Director is responsible for the day-to-day
operation of the Company’s business and such other
matters as are customarily within the responsibilities of
the position including but not limited to, provide leadership
for the management, establish and maintain proper
internal controls system and procedures, and provide
information to the Board to enable the Board to monitor
the performance of management.

All Directors have free access to the advice and services of
the Company Secretary to ensure Board procedure are
followed according to applicable laws and regulations. The
Board may seek independent professional advice upon
reasonable request to discharge their duties.
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BOARD OF DIRECTORS (Continued)

Division of responsibilities between the Chairman and
the Managing Director (Continued)

Pursuant to the Company's Bye-laws, every director
appointed by the Board either to fill a causal vacancy or
as an addition to the existing Board shall hold office only
until the next following annual general meeting of the
Company and shall then be eligible for re-election at that
meeting. In this regard, Mr. Wu Hong Cho will retire by
rotation and Mr. Ma Man Hoi, Joseph, who was appointed
by the Board of Directors during the year to fill a casual
vacancy, will retire in accordance with the Bye-laws, and,
being eligible, both retiring directors will offer themselves
for re-elections at the forthcoming annual general meeting.

AUDIT COMMITTEE
Composition

The Company has formulated written terms of reference
for the Audit Committee in accordance with the
requirements of the Stock Exchange. The Audit Committee
consists of all independent non-executive directors. The
composition of the Audit Committee is as follows:

Cheung Kwan Hung, Anthony (Chairman)
Young Wing Chun, Michael Frederick
Ma Man Hoi, Joseph

Role and Function

The principal duties of the Audit Committee are to ensure
the objectivity and credibility of financial reporting and
internal control procedures as well as to maintain an
appropriate relationship with the external auditors of the
Company.

For the year ended December 31, 2005, the Audit
Committee met twice during the year, in particular, to
review and discuss the followings:

o the auditing and financial reporting matters;

o the appointment of external auditors;

° the establishment of internal control system; and

o reviewed the interim results and the audited financial
statements.

Each member of the Audit Committee has unrestricted
access to the Auditors and all senior staff of the Group.
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REMUNERATION COMMITTEE
Composition

The Company has formulated written terms of reference
for the Remuneration Committee which stated clearly its
authorities and duties in accordance with the requirements
of the Stock Exchange. The remuneration committee
consists of three independent non-executive directors and
two executive directors. The composition of the
Remuneration Committee is as follows:

Cheung Kwan Hung, Anthony (Chairman)
Young Wing Chun, Michael Frederick

Ma Man Hoi, Joseph

Chiu Sing Chung, Raymond

Shum Chun, Lawrence

Role and Function

The Remuneration Committee is responsible for ensuring
formal and transparent procedures for developing
remuneration policies and overseeing the remuneration
packages of the executive Directors and senior
management. It takes into consideration on factors such
as salaries paid by comparable companies, time
commitment and responsibilities of Directors and senior
management. The Remuneration Committee meets at least
once a year to access the performance and review the
annual salaries and bonus of the senior executives. The
remuneration committee held one meeting during the year
ended December 31, 2005.

INTERNAL CONTROL

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness. The
management of the Company has established a set of
comprehensive policies, standards and procedures in areas
of operational, financial and risk controls for safeguarding
assets against unauthorized use or disposition; for
maintaining proper accounting records; and for ensuring
the reliability of financial information to achieve a
satisfactory level of assurance against the likelihood of
the occurrence of fraud and errors.

The evaluation of the effectiveness of the Group’s internal
control is conducted by the internal auditor on an on-
going basis who will directly report to the Audit committee
on any significant findings on internal controls.
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