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The Board and management of the Company believe good corporate
governance is a reflection of integrity, transparency and high ethical
standards of a responsible business and are committed to establish good
corporate governance practices and procedures in accordance with

applicable laws and regulations.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied throughout the year with all the applicable
code provisions of the Code on Corporate Governance Practices (the
“CG Code”) set out in Appendix 14 of The Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), except for certain deviations, with

considered reasons for such deviations, as explained below.

THE BOARD

Composition
The Board is responsible for the leadership and control of the Company

and for promoting the success of the Company. The Board currently

comprises seven Directors and its composition is as follows:

Executive Directors:

Peter Francis Amour (Chairman)
Malcolm Stephen Jacobs-Paton
Leung Shek Kong

Mak Chee Bun

Independent Non-Executive Directors (‘INEDs”):

Thomas Chia
Edward Hungerford Milward-Oliver
Stanley Chan

The brief biographical details of the Directors are set out in the “Profile of

Directors and Senior Management” on pages 16 and 17.
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Board Meetings

During the year, four Board meetings were held and the attendance of

each Director at the Board meetings was as follows:

Executive Directors:

EHE TR
FN EHRGRET TGS KES
Z AT

Number of Board meetings attended

HATES B EETERZRY
Peter Francis Amour [ {ifi 7 4
Malcolm Stephen Jacobs-Paton Malcolm Stephen Jacobs-Paton 3
Leung Shek Kong 28Ot 1
Mak Chee Bun EHE 4
Sir Keith Bright (retired on 24 May 2005) Keith Bright Bt 1

(R ZZFEZHFERAZ+MHHBE)

INEDs:

BorEBATEDS

Thomas Chia bR
Edward Hungerford Milward-Oliver

Stanley Chan W It

Regular Board meetings are scheduled to be held four times a year at
approximately quarterly intervals. At least 14 days’ notice of a Board
meeting is normally given to all Directors who are given an opportunity
to include matters for discussion in the agenda. The Company Secretary
assists the Chairman in preparing the agenda for meetings and ensures
that all applicable rules and regulations are complied with. The agenda
and the accompanying Board papers are sent to all Directors at least 3
days before the intended date of a regular Board meeting (and the same
arrangements are made so far as practicable for other Board meetings).
Draft minutes of each Board meeting are circulated to all Directors for
their comment before the same will be tabled at the following Board
meeting for approval. All minutes are kept by the Company Secretary
and are open for inspection at any reasonable time on reasonable notice
by any Director. Every Director is entitled to have access to Board papers
and related materials and has access to the advice and services of the
Company Secretary. Each Director also has separate and independent
access to the Company’s senior management. Directors are continuously
updated on major developments of the Listing Rules and other applicable
regulatory requirements to ensure compliance and upkeep of good

corporate governance practices.

The Board has adopted an agreed
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procedure to enable the Directors, in the discharge of their duties, to seek
independent professional advice in appropriate circumstances at

reasonable cost to be borne by the Company.

Chairman and Chief Executive Officer
The roles of the Chairman and the Chief Executive Officer (‘CEQ”) are

segregated to ensure a balance of power and authority. The Chairman of
the Company, Mr Peter Francis Amour, is primarily responsible for the
leadership of the Board and overall strategic planning and corporate
development, whereas the functions of a CEO, including responsibility
for all day-to-day management matters and operational performance of

the Group, are shared among other Executive Directors.

Appointment and Re-election of Directors

The Company follows a formal, fair and transparent procedure for the
new appointment of directors to the Board. The Board will first consider
necessary changes in respect of the structure, size and composition of the
Board and identify suitably qualified candidates. In accordance with the
current Bye-laws of the Company, every newly appointed director is
subject to rotation and re-election at the first annual general meeting

following his or her appointment.

New Directors, on appointment, will be given an induction package
containing all key legal and Listing Rules requirements as well as
guidelines on the responsibilities and obligations to be observed by a
director. The package will also include the latest published financial
reports of the Company and the documentation for the corporate

governance practices adopted by the Board.

According to the Bye-laws of the Company then in effect before 24 May
2005, at each annual general meeting of the Company, one-third of the
Directors for the time being (o, if their number is not three or a multiple
of three, then the number nearest but not more than one-third) should
retire from office by rotation. Further, any Director appointed to fill a
casual vacancy or as an addition to the Board should hold office only until
the next following annual general meeting and should then be eligible for

re-clection at that meeting.
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To comply with code provision A.4.2 of the CG Code, Bye-laws of the
Company were amended and, immediately after the annual general
meeting of the Company held on 24 May 2005, every Director shall be

subject to retirement by rotation at least once every three years.

Independent Non-Executive directors

The INEDs provide the Group with a wide range of expertise and
experience. Their active participation in Board and committee meetings
brings independent judgment on issues relating to the Group’s strategy,

performance and management process, taking into account the interests

of all shareholders.

The Company has three INEDs representing more than one-third of the
Board. One of the INEDs has the appropriate professional qualifications
and accounting or related financial management expertise under Rule
3.10 of the Listing Rules. The Board has received from each INED an
annual confirmation of his independence and considers that all the
INEDs are independent under the guidelines set out in Rule 3.13 of the
Listing Rules.

Code provision A.4.1 stipulates that non-executive directors of the
Company should be appointed for a specific term, subject to re-election.
None of the existing INEDs is appointed for specific term and this
constitutes a deviation from Code provision A.4.1. All the INEDs are

subject to retirement by rotation at least once every three years.

BOARD COMMITTEES

The Board has established the Remuneration Committee and Audit
Committee, each of which has its specific written terms of reference.
Copies of minutes of all meetings and resolutions of the committees,
which are kept by the Company Secretary, are circulated to all Board
members and the committees are required to report back to the Board on
their decision and recommendations where appropriate. The procedures
and arrangements for a Board meeting, as mentioned on page 22 in the
section “Board Meetings” above, have been adopted for committee

meetings so far as practicable.
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Remuneration Committee

The Remuneration Committee was established on 12 April 2005 and
currently consists of three members, being Messrs Edward Hungerford
Milward-Oliver (Chairman), Thomas Chia and Peter Francis Amour, a

majority of whom are INEDs. No meeting was held in 2005.

The major role of the Remuneration Committee is to supervise on the
compliance of the Company’s remuneration system. It makes
recommendations to the Board on the Company’s policy and structure
for the remuneration of directors and senior management and on the
establishment of a formal and transparent procedure for developing

policies on such remuneration.

The Remuneration Committee is provided with sufficient resources to
discharge its duties and has access to independent professional advice in

accordance with the Company’s policy if considered necessary.

Each Director will be entitled to a director’s fee which is proposed for
shareholders’ approval at the annual general meeting of the Company
each year. Further remuneration payable to Directors (including any
consultancy fees of the INEDs) for their additional responsibilities and
services will depend on the respective contractual terms under their
service contracts as approved by the Board on the recommendation of the
Remuneration Committee. Details of the Directors’ remuneration are set
out in note 12(a) to the financial statements. Details of the staff
remuneration policy of the Group are also set out in the “Employees”

section in the Management Discussion and Analysis on page 13.

Audit Committee

The Audit Committee was established in March 2000 and currently
consists of three members, all of whom are INEDs. The current members
of the Audit Committee are Messrs. Thomas Chia (Chairman), Edward
Hungerford Milward-Oliver and Stanley Chan. The Audit Committee is
provided with sufficient resources to discharge its duties and has access to
independent professional advice according to the Company’s policy if

considered necessary.
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The major roles and functions of the Audit Committee include
supervision on the truthfulness and fairness of the Company’s financial
statements, the effectiveness and completeness of the Company’s internal
controls and risk management system, and the monitoring and review of
the qualifications, selection and appointment, independence and services

of external independent auditors.
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Two Committee meetings were held in 2005 and the attendance of each o EERE REGRITTWKEG
member is as follows: o FHEZHEBRWTE
Number of
Committee member Committee meetings attended
ZHEHA HEZEGE®RZKRE
Thomas Chia Bt
Edward Hungerford Milward-Oliver Edward Hungerford Milward-Oliver 2
Stanley Chan el 2
During the meetings held in 2005, the Audit Committee performed the R-FZRFERITZH®RE > FREAR
work summarized below: TOBET 2 TIEME M T
- Reviewing the financial reports for the year ended 31 December - HHEEBREFEMERE
2004 and annual results announcement, with a recommendation to WA+ —H=+—HIFFE 2 M5
the Board for approval; L E ¥ YN TR

-~ Reviewing the external auditors’ independence and report, with
recommendation to the Board for the re-appointment of the

external auditors at the 2005 annual general meeting;

—  Reviewing the financial report for the six months ended 30 June
2005 and

recommendation to the Board for approval.

the interim results announcement, with a
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CODES FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 of the Listing Rules as its code of conduct regarding securities
transactions by the Directors. All Directors have confirmed, following a
specific enquiry by the Company, that they have complied with the

required standard as set out in the Model Code.

To comply with code provision A.5.4 of the CG Code, the Company has
also in June 2005 adopted the Model Code for securities transactions by
certain employees of the Company or any of its subsidiaries who are
considered likely to be in possession of unpublished price sensitive

information in relation to the Company or its securities.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. In preparing the financial statements
for the year ended 31 December 2005, the accounting principles
generally accepted in Hong Kong have been adopted and the
requirements of the Hong Kong Financial Reporting Standards (which
also include Statements of Standard Accounting Practice and
Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants and the applicable laws were complied with. The Directors
believe that they have selected suitable accounting policies and applied
them consistently, and made judgment and estimates that are prudent
and reasonable and have ensured the financial statements are prepared on

the going concern basis.

The reporting responsibilities of the Company’s external auditors,
Deloitte Touche Tohmatsu (“Deloitte”), are set out in the Report of the

Auditors on pages 40 and 41.
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Internal Control System

The Board maintains a sound and effective internal control system to
safeguard sharcholders’ investment and the Company’s assets. The
internal control system is designed to provide reasonable assurance on the
effectiveness and efficiency of operations, reliability of financial and
management reporting, and compliance with applicable laws and

regulations.

The Directors periodically conduct review of the effectiveness of the
system of internal controls, covering all material controls including
financial, operational and compliance controls and risk management

functions.

External Auditors’ Remuneration

During the year and up to the date of this report, the remuneration paid

to the Company’s external auditors are set out as follows:

Services rendered for the Group

1] A< 4 M 42 43k 2 M

Audit services F MR
Non-audit services: BRI

— Taxation and professional services — Bl JE e B R
— Other professional services — Hofth #5235
Total: F b
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COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of good communication with
shareholders. Information in relation to the Group is disseminated to
shareholders in a timely manner through a number of formal channels,
which include interim and annual reports, announcements and circulars.
Such published documents together with the latest corporate information

and news are also made available on the Company’s website.

The Company’s annual general meeting (the “AGM”) is a valuable forum
for the Board to communicate directly with the shareholders. The
Chairman actively participates in AGMs and personally chairs the
meetings to answer questions from shareholders. A separate resolution is
proposed by the Chairman in respect of each item of formal business to
be voted on at an AGM. Information is distributed to all shareholders at
least 21 days prior to the AGM, setting out details of each proposed
resolution, voting procedures (including procedures for demanding and

conducting a poll) and other relevant details.

On behalf of the Board

Peter Francis AMOUR

Chairman

24 April 2006
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