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CORPORATE GOVERNANCE PRACTICES

The Company is always committed to a good standard of
corporate governance practices so as to maintain high
transparency, accountability and integrity towards its
shareholders, stakeholders and investors. Having adopted the
code provisions (the “Code"”) of the Code on Corporate
Governance Practices under appendix 14 of the Listing Rules
in June 2005, the Board is of the opinion that the Company
has met the Code throughout the year ended 31 December
2005. The Board will continue to review and monitor its
practices from time to time with an aim to maintaining and

improving a good standard of corporate governance practices.

DIRECTORS’ SECURITIES TRANSACTIONS

The Model Code for Securities Transactions by Directors of
Listed Issuer (the “Model Code"”) in Appendix 10 of the
Listing Rules has been adopted as the code on directors’
securities transaction for the Company. After having made
specific enquiry with all the Directors, each of them confirms
that he/she has complied in full with the Model Code for the
year ended 31 December 2005.

BOARD OF DIRECTORS

The Board is composed of six members comprising the
Chairman, Deputy Chairman, Chief Executive Officer (“CEO")
and three Independent Non-executive Directors. Their
biographical details are set out on pages 15 to 16 of the
Annual Report. The Board is mainly responsible for overseeing
the management of the business affairs, the overall strategic
planning and development and reviewing financial and
internal control systems and financial performance of the
Group. Each Director has access to and had been given timely

information for consideration of the businesses of the Group.
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(3) BOARD OF DIRECTORS (continued) 3) EE®H
The attendance of each of the Directors is set out in the BEEZHREERNT:

following —

No. of meetings attended/held
HE/ BOTEERY
Audit  Remuneration
Directors Board Committee Committee

BEx BExg BERZEEE B ES SR

Executive Directors

HITES

Chan Tze Ngon (Chairman) 28/32 - -
BRF5 (£/E)

Wu Emmy (Deputy Chairman) 26/32 5/6 2/2
R (BERE)

Tang Kin Hung (Chief Executive Officer) 18/32 - -
Bt (T AEE)

Independent Non-executive Directors

BYFHITES

Lo Siew Kiong, John 0.B.E., JP 11/32 6/6 -
BEHROBE  KAF#H+

Fu Yan Yan 10/32 4/6 2/2

18 R AR

Wang Xi Ling 9/32 3/6 2/2
THE

The Board met 32 times in total for the year ended 31 HE-_TTRF+-_A=+—HIEFE"
December 2005 of which four were regular meetings held EESAHBINRAEH EFHTAXAEN
with two out of the four regular meetings were full Board TEFH WRPITERETMRRERE
meetings approving the interim and annual results of the EEER ELBRAEECPEBRFE
Group. The Board has also met to discuss material transactions RE - BEFENERTERATRFEANE
made during the year and conducted reviews of the TRZERZG URBHNAEB MG EA
effectiveness of the financial and internal control systems of HEEEHIE 2 BRI

the Group.
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BOARD OF DIRECTORS (continued)

To the best of the knowledge of the Company, there is no
relationship whether financial, business, family or other
material/relevant relationship(s) among members of the Board
and in particular, between the Chairman and the CEO. All of
the members of the Board were/are free to exercise their

independent judgment.

Appropriate director and officer liability insurance cover has

been arranged in respect of legal actions against the directors.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Having adopted and followed the Code, the posts of the
Chairman and CEO were separately held by Mr. Chan Tze
Ngon and Mr. Tang Kin Hung respectively throughout the
year ended 31 December 2005 to ensure a clear distinction
between the Chairman’s responsibility to lead the Board and
the CEO’s responsibility to manage the Company’s business
affairs. The Company intends to continue to have the role of

the Chairman and CEO assumed by different individuals.

INDEPENDENT NON-EXECUTIVE AND NON-
EXECUTIVE DIRECTORS

In compliance with Rule 3.10(1) and (2), the Company has
appointed three Independent Non-executive Directors who
have come from diverse and professional backgrounds with
one having professional accounting qualification for the year
ended 31 December 2005. The Independent Non-executive
Directors were appointed for a term of not more than two
years from the date of their appointment or re-election by
Shareholders. Upon every expiry of their term, the
appointment would be renewed for a term of not more than
two years. Each of the Non-executive Directors is subject to
retirement by rotation and re-election by Shareholders. The
Company has received from each of the Independent Non-
executive Directors annual confirmations as to their
independency and considers them to be sufficiently

independent.
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(6)

(7)

REMUNERATION OF DIRECTORS

A remuneration committee with specific written terms of
reference explaining its role and authority has been established
in June 2005, a majority of which comprises Independent

Non-executive Directors.

The Chairman of the remuneration committee is Mr. Fu Yan
Yan who is an Independent Non-executive Director and the
other two members are Ms. Wang Xi Ling and Mr. Wu Emmy
who is Independent Non-executive Director and Executive

Director respectively.

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 and would make
recommendations to the Board in respect of the same. In
fulfilling its functions, the remuneration committee would
take into consideration factors such as salaries paid by
comparable companies, respective time commitment and
responsibilities of the Directors and senior management and
whether the remuneration packages are competitively
attractive to retain the Executive Directors and senior
management. The remuneration committee would meet twice
a year and it has met in June 2005 and December 2005 for
the year ended 31 December 2005.

NOMINATION OF DIRECTORS

The Company did not establish a nomination committee. The
Board considers that the determination in appointing and
removing of Directors are collective decision of the Board
and thus does not intend to adopt the recommended best

practice under Code A.4.4 to set up a nomination committee.
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(8) AUDITORS’ REMUNERATION (8) HZBEAME
Nature of work Amount
IHEHE &8
Very Substantial Disposal, Very Substantial Acquisition 400,000.00
FEEALE FEEAWE
Audit Fee 680,000.00
BEZEA

(9) AUDIT COMMITTEE (9) BEERZEES
The chairman of the audit committee is Mr. Lo Siew Kiong EREECIRARERLE BINME
and the other two members are Ms. Wang Xi Ling and Mr. KERIFRZLREMMEE - 2BE
Fu Yan Yan. All members of the audit committee are REEEKEYABIIIFRITES:
Independent Non-executive Directors.
The audit committee was established in June 1999 with clear RKABR—NANANERARILIEZZE
terms of reference. The primary duties of the audit committee g WERIAEBESE - E%EEEY
include making recommendations to the Board on the TEBEERETET BEREEINEZ
appointment, reappointment and removal of the external BMREZEFGELESR BEZEIESR
auditors, approving the remuneration and terms of ANz e kG ZRERAENEHR
engagement of the external auditors, reviewing and ERINEZRYMBIREBE S D URE
monitoring the external auditors’ independence and objectivity BRFz & TEARNEEVBERR
and the effectiveness of the audit process in accordance with BHBRUREEARR AN RAGERE
applicable standard, and reviewing the financial information fil &
and accounting policies of the Group as well as overseeing
the Company’s financial and internal control systems.
The audit committee has unrestricted access to the auditors EREE S HERBAA KRR RZEE K
of the Company, senior members and employees of the Group SERABERES WA BMEIITERE
and may obtain outside legal or other independent REMBUYEXER BREZESNER
professional opinion. The audit committee is also authorised BREBESEERNFAESTMES-
to investigate any activity within its terms of reference.
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(9)

(10)

AUDIT COMMITTEE (continued)

The audit committee has met six times for the year ended 31
December 2005 for reviewing the annual and interim results
and the auditing and financial matters, reviewing and
discussing the accounting principles and practices adopted
by the Company, the appointment of Lawrence CPA Limited
in replacement of Ernst & Young as the Company’s auditors
and the reviewing of the financial and internal control systems

of the Company.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the
preparation of the financial statements of the Group and
ensure that the financial statements are prepared in
accordance with the statutory requirements and applicable
accounting standards. It is also the responsibility of the
Directors to ensure the timely publication of the financial

statements of the Group.

The statement of the external auditors of the Company
Lawrence CPA Limited on their reporting responsibilities in
respect of the financial statements of the Group is set out on

page 34.

The Directors confirm that, to their best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon

the Company'’s ability to continue as a going concern.
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