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Corporate Governance Report
TEERBME

The Company is committed to good corporate governance
principles. Its Board recognizes that an effective corporate
governance framework and high governance standard are
both essential to the Company’s long-term development.

CORPORATE GOVERNANCE PRACTICES

Throughout the year ended December 31, 2006 the
Company applied the principles and complied with all code
provisions as set out in the Code on Corporate Governance
Practices (the “CG Code”) contained in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, with the deviation
mentioned below.

Provision A.4.1 of the CG Code provides that non-executive
directors shall be appointed for specific term, subject to
re-election. The Company has deviated from this provision
in that all non-executive directors are not appointed for a
fixed term, instead their tenure of office are subject to
the provisions for retirement by rotation and re-election
as provided in the Bye-laws of the Company as detailed in
the paragraph headed “Non-executive Directors” below.
The Company believes that the fixing of directors’ tenure
by Bye-laws and the shareholders’ right to re-elect retiring
directors serves to safeguard the long term interests of
the Company, and such provisions are no less exacting
than those in the Code.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code"”) set out in Appendix 10 of the Listing Rules as its
own code of conduct regarding securities transactions by
the directors. Following specific enquiry by the Company,
all directors have confirmed that they have complied with
the required standard as set out in the Model Code during
the year.

BOARD OF DIRECTORS

As at the date of this report the Board comprises four
executive directors, one non-executive director and four
independent non-executive directors. Biographical details
of all directors of the Company are set out in the paragraph
headed “Directors’ Profile” on page 4 to page 5.
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BOARD OF DIRECTORS (Continued)

Membership of the Board during the year ended December
31, 2006 were as follows:

Executive Directors

Shum Siu Hung (Chairman)

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

Cen Ziniu

Non-executive Director

Wu Hong Cho (re-designated
non-executive
director on

July 1, 2006)
Independent Non-executive Directors

Cheung Kwan Hung, Anthony
Young Wing Chun, Michael Frederick (resigned on
June 30, 2006)
Ma Man Hoi, Joseph
Chan Yuk Wai, Benedict (appointed on
March 20, 2006)
(appointed on
July 1, 2006)
Shum Siu Hung, Chairman, is the father of Shum Chun,
Lawrence executive director of the Company and cousin
of Cen Ziniu, executive director of the Company.

Dr. Xu Mingshe

The Board is vested with the following roles and functions,
and operational decisions and execution are delegated to
the management:

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

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

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

o To oversee the processes for evaluating the adequacy
of internal controls, risk management, financial
reporting and compliance.
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BOARD OF DIRECTORS (Continued)

With the assistance of the Company Secretary, Board
meetings are initiated by the Chairman and all directors
are consulted on the agenda. Procedures are established
for all directors to have free access to board papers and
related information, to review the Group’s internal control,
and to have the services of the Company Secretary to
ensure matters are transacted in the Board in accordance
applicable rules and practices. Directors may seek
independent professional advice upon reasonable request
to discharge their duties.

Proposed regular Board meeting schedule for the current
year is circulated to the Board in the preceding year. The
following table shows the attendance of directors at
meetings of the Board during the year ended December
31, 2006:
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Number of Meetings

Attended

Name of director BEENS HESERH
Executive Directors and HITEFR

Non-executive Directors: FHEHITESE -
Shum Siu Hung (Chairman) 0 (FE) 4/4
Chiu Sing Chung, Raymond [=RELOSY

(Managing Director) (BEFHAIE) 4/4
Shum Chun, Lawrence A 4/4
Cen Ziniu ZF4 4/4
Wu Hong Cho HHEK 4/4
Independent Non-executive Directors: BIIFHITESE -
Cheung Kwan Hung, Anthony RE9E 4/4
Young Wing Chun, Michael Frederick 15 7K 18 12
Ma Man Hoi, Joseph 530 4/4
Chan Yuk Wai, Benedict BR 1B (& 3/3
Dr. Xu Mingshe rAEMAELT 2/2

CHAIRMAN AND MANAGING DIRECTOR FTERESAKE

The offices of Chairman and Managing Director of the
Company are separated by written guidelines adopted by
the Board to ensure a clear division of responsibilities. The
responsibilities of the Chairman include leadership of the
Board, providing relevant information and mobilizing the
collective resources of the directors in the Board'’s roles
and functions. The Managing Director is responsible for
leadership of the management, and for effective execution
of business strategies and front-line execution.
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NON-EXECUTIVE DIRECTORS

As at the date of this report, five members of the Board
are non-executive directors, of whom four are independent
non-executive directors. The term of appointment of non-
executive directors are governed by the Company’s Bye-
laws pursuant to which at each annual general meeting
one-third of the Directors of the time being (or, if their
number is not a multiple of three, the number nearest to
but not greater than one-third) shall retire from office by
rotation provided that notwithstanding anything herein,
the chairman of the Board and/or the managing director
of the Company shall not, whilst holding such office, be
subject to retirement by rotation or be taken into account
in determining the number of Directors to retire in each
year.

The Company has received annual confirmation of
independence from each of the independent non-executive
directors in accordance 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.

BOARD COMMITTEES

The Board has set up two Committees in accordance with
the CG Code, namely the Remuneration Committee and
the Audit Committee. The Board has not set up a
Nomination Committee, the establishment of which is a
recommended best practice by the Stock Exchange, and
the function of nomination of new directors is undertaken
by the full Board. Under the Company’s Bye-laws, the
Board has the power from time to time and at any time to
appoint any person as a director either to fill a causal
vacancy or as an addition to the Board, subject to
authorization by the shareholders in general meeting. Such
power is also exercised by the full Board in accordance
with the Company’s Bye-laws.

In addition to the Remuneration Committee and the Audit
Committee, the Board has set up an Executive Committee
comprising all executive directors on the Board. Under its
terms of reference, the Executive Committee is responsible
for the oversight of the management of the Group and
the formulation of administrative guidelines.
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REMUNERATION COMMITTEE

The Company has adopted terms of reference for the
Remuneration Committee that are in line with the
principles of the CG Code. The Remuneration Committee
comprises four independent non-executive directors and
two executive directors as follows:

Cheung Kwan Hung, Anthony (Committee Chairman)
Ma Man Hoi, Joseph
Chan Yuk Wai, Benedict (appointed on

March 20, 2006)
(appointed on

July 1, 2006)
(resigned on

June 30, 2006)

Dr. Xu Mingshe

Young Wing Chun,

Michael Frederick
Chiu Sing Chung, Raymond
Shum Chun, Lawrence

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.

One meeting of the Remuneration Committee was held in
the year 2006 to review, among other things, the
remuneration packages of the Chairman and the executive
directors and the attendance of each member is as follows:
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Number of Meetings

Attended
Name of Member RE®E HESBERHY
Cheung Kwan Hung, Anthony sk #9795
(Committee Chairman) (ZEEZEE) 11
Ma Man Hoi, Joseph Q! 11
Chan Yuk Wai, Benedict B B AZ 1/1
Dr. Xu Mingshe BT EL 0/0
Young Wing Chun, Michael Frederick 15 7K & 1/1
Chiu Sing Chung, Raymond R 1/1
Shum Chun, Lawrence A 1/1
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AUDIT COMMITTEE

The Company has adopted terms of reference for the Audit
Committee that are in line with the principles of the CG
Code. The Audit Committee comprises all independent
non-executive directors on the Board as follows:

Cheung Kwan Hung, Anthony
(Committee Chairman)
Ma Man Hoi, Joseph
Chan Yuk Wai, Benedict (appointed on
March 20, 2006)
(appointed on
July 1, 2006)
(resigned on
June 30, 2006)

Dr. Xu Mingshe

Young Wing Chun,
Michael Frederick

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.

The Audit Committee met twice during the year 2006
during which the following matters were reviewed and
discussed:

o Auditing and financial reporting matters;

o Appointment and remuneration of external auditors;

° Non-auditing work of external auditors;

o Maintenance of the Group’s internal control system;
and

. Review of interim results and audited financial
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Attendance of each member of the Audit Committee at REEANBEZZESEMKE L FERHMN

meeting during the year is as follows: T
Number of Meetings
Attended
Name of Member REHE HESREREY

Cheung Kwan Hung, Anthony ok $9 795

(Committee Chairman) (ZEZEE) 2/2
Ma Man Hoi, Joseph 58 2/2
Chan Yuk Wai, Benedict BRIB 2 2/2
Dr. Xu Mingshe HrAMELT 1/1
Young Wing Chun, Michael Frederick 15 7K B2 1/1
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AUDITORS’ REMUNERATION

During the year under review, the remuneration paid/
payable to the Company’s auditors, Messrs. Deloitte Touche
Tohmatsu is set out as follows:

BB B =

REBFEEA @ BN BN TARRGZEE
Tf%‘b ﬁ’ﬁﬁﬁ%ﬁaﬁﬁfﬁ TZ%)EH;ZDT :

Fees paid/payable

Services rendered PR 7% 12 44 Bt EAEH
(HK$'000)

FE& T

Audit services ET IR 1,267
Non-audit services EEETIRTS 112
Total &5t 1,379

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 finding on internal controls.

Through out the year 2006, the Company complied with
the code provisions on internal controls as stipulated in
the CG Code. During the year the Company conducted a
full review of the effectiveness of the internal control
system of the Group and discussed the assessment bases
with the management.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing
the financial statements of the Group and ensuring that
the financial statements are in accordance with statutory
requirements and applicable accounting standards. The
statement of the external auditors of the Company about
their reporting responsibilities on the financial statements
of the Group is set out in the Independent Auditors’ Report
on page 34.
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