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Name of Director

#4175 F Executive Director
K# Song Lin
X 9P Wang Yin

The Company recognises the importance of maintaining high
standards of corporate governance to the long-term stable
development of the Group. The Company has adopted the Code on
Corporate Governance Practice set out in the Appendix 14 to the
Rules Governing the Listing of Securities (the “Listing Rules”) on
The Hong Kong Stock Exchange of Hong Kong Limited. A review of

the Company’s corporate governance in 2006 is set out as follows:

A.1 The Board

The Board is responsible for the leadership and control of the issuer
and for the overall enhancement of the issuer’s business towards
success. The Board should make objective decisions to the interests

for the issuer.

. As at 31 December 2006, the Board of the Company comprised
10 directors, including 2 executive directors and 8 non-
executive directors, of which 4 were independent non-executive
directors. Members of the Board are not related to each other
and the Chairman is not related to the members of the Board,
including financial, business, family or other significant
relationship. In accordance with the requirements of the
Listing Rules, the Company has received confirmation from
each of the independent non- executive directors, confirming

their independence.

. The Board meets at least four times a year, to review the
financial performance of the Company, any major agenda and
other matters requiring decision of the Board. The attendance

of directors in meetings held in 2006 is detailed as follows:

E R P& 4

Attendance

3/4
4/4
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FERL

Name of Director

JE#.47F F Non- executive Director
#%1% Jiang Wei

¥ & Yan Biao

2] #& A Liu Yan Jie

# W& Xie Sheng Xi

W 5 IF#HA7# F Independent Non- executive Director
X % Wang Shi

R (AZRERNF LA+ =8 HRAE)

Paul M. P. Chan (appointed on 13 July 2006)

1T 823X Ho Hin Ngai, Bosco

Mgk (A=RRNFLA+=8HE4E)

Andrew Y. Yan (appointed on 13 July 2006)
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HF R A K

Attendance

1/4
2/4
2/4
4/4

1/4

1/2*
3/4

1/2*

Note: * Since the date of appointment, there are two board meetings.

All directors have access to advice and services of the Company
Secretary, who is responsible for ensuring that Board
procedures are complied with;

Minutes of meetings of the Board and Board Committees are
kept by a designated secretary and are available for the
inspection of directors upon notice of a reasonable period;

The Board has established a policy for directors to seek
professional advice, whereby directors may seek independent
professional advice after appropriate procedures at the
Company’s expense;

If a substantial shareholder or director has a conflict of interest
in a material matter in respect of matters to the consideration
of the Board, such matter shall not be considered by means of
document circulation. Independent non-executive directors
who have no significant interests in the transaction shall
attend the relevant Board meeting.

Deviation: None.
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A.2 Chairman and Chief Executive Officer

Issuer should separate its operating management into two major
aspects: management of the Board and day-to-day management of
the issuers’ business. On the Board level, the two aspects must be
clearly distinguished to ensure a balance allocation of power and

authority.

Since 20 February 2006, the posts of Chairman and Managing
Director of the Company are held separately by Mr. Song Lin and
Mr. Wang Yin, respectively. The segregation of duties of the
Chairman and the Managing Director ensures a clear distinction in
the Chairman’s responsibility to manage the Board and the Managing
Director’s responsibility to manage the Company’s day-to-day

business.

A.3 Board Composition

The board should have a balance of skills and experience appropriate
to the requirements of the business of the issuer, and should ensure
that any change in composition shall not cause any undue
disruption. The Board should have a balanced composition of
executive and non-executive directors (including independent non-
executive directors) to ensure the adequate independence of the
board so that independent judgment can effectively be exercised.
There should be a sufficient number of non-executive directors with

appropriate skills to reach influential advice.

. Members of the Board and their detailed biographies are set
out on Page 32. All corporate comnunications which sets out
names of directors clearly state the identity of each director,
including executive director, non-executive director and

independent non-executive directors.

Deviation: None.
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Ad FE-FERR L A.4 Appointments, Re-election and Removal
FTEQRATEX -REWF E L LEN The Board should formulate formal, considered and transparent
EWEFRERF S RBIZAHRASGE procedures for the appointment of new directors, and establish
FHEHI A EENRERETHH orderly plans for the succession of directors. All directors should
Bp & 37 1% 2 BAT AE AR AT F F F4E R, be re-elected regularly and issuer should state reasons for any
WRLEAERE resignation or removal of directors.

. FTECCBBITRLEREG T o The Board has set up a Nomination Committee with specific
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written terms of reference. It’s duties included those required
under Code Provision A.4.5(a) to (d).

Members of Nomination Committee include three independent
non-executive directors namely, Mr. Paul M. P. Chan
(Chairman), Mr. Andrew Y. Yan, Mr. Ho Hin Ngai, and Mr.
Song Lin. The duties of the Nomination Committee include
reviewing the structure, size and composition of the Board
and to make recommendation after such review and to assess
the suitability and qualification of any proposed director
candidate. The recommendations of the Nomination
Committee are then put forward for consideration and

adoption, when appropriate, by the Board.

On 20 February 2006, the Board passed the resolution to
appoint Mr. Song Lin, Mr. Jiang Wei, Mr. Liu Yan Jie and Mr.
Xie Sheng Xi as directors. The detailed biographies are set
out on Page 32. Mr. Lau Pak Shing, Mr. Zhong Yi, Mr. Chen
Ying, Mr. Chen Kai, Mr. Tang Yong, Mr. He Zheng Rong and
Mr. Ralph Keung Chi Wang resigned as the Company’s
directors. Among them. Mr. Chen Ying, Mr. Chen Kai and Mr.
Tang Yong were appointed as member of management team.
The captioned changes in the Board reflects the supports of
China Resources (Holdings) Company Ltd to the Company,
and also shows the Company’s role as the real estate flagship

of China Resources (Holdings) Company Ltd.
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On 13 July 2006, independent non-executive director Mr. Wong
Kong Chi resigned due to personal reason, on the same day,
the Board passed the resolution to appoint Mr. Paul M. P.
Chan and Mr. Andrew Y. Yan as independent non-executive
directors. The experience and views of independent non-
executive directors are held in high regard. The Company has
appointed 4 independent non-executive directors, exceeding
the minimum requirements under the Listing Rules relating
to the appointment of at least three independent non-executive
directors. The detailed biographies of Mr. Chan and Mr. Yan

are set out on Page 32.

At the annual general meeting of the Company held on 23

May 2006, non-executive director Mr. Paul Wolansky retired.

The attendance of directors in the abovementioned board meeting

is detailed as follows:

FERL

Name of Director

# 47 % F Executive Director
K# Song Lin
X ¥F Wang Yin

JE#.47F F Non- Executive Director
#%1% Jiang Wei

& Yan Biao

%) # A& Liu Yan Jie

# W& Xie Sheng Xi

B & JF#47 % F Independent Non-Executive Director
X & Wang Shi

1T B2 3% Ho Hin Ngai, Bosco

B 5% % Paul M.P.Chan

¥ X Andrew Y.Yan

HF R A K

Attendence

1/1
2/2

1/1
2/2
1/1

1/1

0/2
0/2
0/0
0/0
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Except independent non-executive Mr. Paul M. P. Chan and Mr.
Andrew Y. Yan have been appointed for fixed term of three years,
all directors of the Company (including executive and non-executive
directors) are not appointed for a fixed period, but the articles of
the Company stipulate that every director (including executive and
non-executive directors) retires and be re-elected at least once every
three years. Therefore, the Company has adopted adequate measures
to ensure the corporate governance of the Company complies to

the same level to that required under the Code.

To ensure compliance to Code Provision A.4.2, a resolution has
been passed at the annual general meeting held on 23 May 2006 to
amend the articles of association of the Company, so that every
director appointed to fill a casual vacancy shall retire at the next
general meeting. At the annual general meeting to be held on 4
June 2007, a resolution will be put forth to approve the re-election
of Mr. Chan Mo Po Paul and Mr. Andrew Y. Yan as directors of the
Company. However, according to the code provision A.4.2, all
directors appointed to fill a causal vacancy shall be subject to
election by shareholders at the first general meeting after their
appointment, i.e. the general meeting of the Company held on 20
December 2006.

A.5 Responsibilities of Directors

All directors are required to keep abreast of their responsibilities as
a director and of the conduct, business activities and development
of that issuer. Since the Board is an overall group in substance,
non-executive and executive directors should equally be required

to act in a cautious and skillful manner.

o Every newly appointed director shall receive a comprehensive
and formal induction on the responsibilities of directors and

to ensure that the directors understand their duties;

. Non-executive directors of the Company are equipped with
adequate experience and skills to fully participate in the Board

to perform the functions under Code Provisions A.5.2(a) to

(d);
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. Every director shall acknowledge that sufficient time should

be contributed to the affairs of the Company;

o The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuers” as set out in
Appendix 10 of the Listing Rules (“Model Code” ) as the code
of best practices for the securities transactions by directors of
the Company. After specific enquiries by the Company, all
directors confirm that they have complied with the Model
Code throughout the year under review. The Company has
also formulated a code of conduct for the securities
transactions by relevant officers to govern the securities
transactions of officers who come into contact with price-

sensitive information due to their office.
Deviation: None.

A.6 Supply of and Access to Information
Directors should be provided in a timely manner with appropriate
information so as to enable them to make an informed decision and

to discharge their duties and responsibilities as a director.

. Documents of meetings are generally sent to members of the
Board or Board Committees three days before the meetings of
the Board or Board Committee.

Deviation: None.

B.1 Remuneration of Directors and Senior
Management

Issuer shall establish a formal and transparent procedure for setting

policies for fixing the remuneration packages of directors. No

director shall be involved in deciding his own remuneration.

o The Company has set up a Remuneration Committee with
specific written terms of reference. Its duties include those
required under Code Provisions B.1.3(a) to (f).
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. A majority of the members of the Remuneration Committee
of the Company are independent non-executive directors. Mr.
Andrew Y. Yan is the Chairman and other members include
Mr. Wong Kong Chi, Mr. Ho Hin Ngai, Bosco, Mr. Paul M. P.
Chan and Mr. Wang Yin.

Attendance of members of the Remuneration Committee at meetings
held in 2006 is detailed as follows:

FERL B D& 4
Name of Director Attendance
X ¥f Wang Yin 1/1
¥ % & Wong Kong Chi (A =& &% X A+ =8 #4E) (Resigned on 13 July 2006) 171
1T 823X Ho Hin Ngai, Bosco 1/1

B 7% % Paul M. P. Chan (=& Ex%X A + = 8 ¥ %&1%) (Appointed on 13 July 2006)

% Andrew Y. Yan (A =KX XF LA+ =8
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Z4%) (Appointed on 13 July 2006)

A RAT % 3 2B P R
there was no meeting after his date of appointment
AR EST &SR
there was no meeting after his date of appointment

During the year under review, the Remuneration Committee
reviewed the incentive mechanism of the Company and approved
remuneration of members of the board and senior management.

Deviation: None.

C.1 Accountability and Audit

The Board should present a balanced, clear and comprehensible
assessment of the issuer’s performance, state of affairs and prospects.

. The directors are responsible for the supervision of the
preparation of the financial statements of the Company, to
ensure that the financial statements give a true and fair view
of the operating and financial status of the Company. In the
preparation of the financial statements as at 31 December
2006, the directors of the Company have selected and applied
appropriate accounting policies and have made cautious and
reasonable judgments and estimates based on the principle of
going concern;

. In 2006, audit fees were approximately HK$940,000 and fees
for non-audit related services were HK$284,000;
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. The statement of responsibilities expressed by the auditor of
the Company is set out in the Auditors’ Report on page 69.

Deviation: None.

C.2 Internal Controls

The Board should maintain a sound and effective internal controls
system to safeguard the shareholders’ investment and the issuer’s
assets.

The Board is responsible for the internal control system of the
Company and conducts regular review on the effectiveness of the
internal control system of the Company. During the year under
review, the Board thinks the current internal control system is
sound and effective to safeguard the shareholders’ investments and
the issuer’s assets.

Deviation: None.

C.3 Audit Committee

. All members of the Audit Committee of the Company are
independent non-executive directors, including Mr. Wong
Kong Chi (resigned on 13 July 2006), Mr. Wang Shi, Mr. Ho
Hin Ngai, Bosco, Mr. Paul M. P. Chan (appointed on 13 July
2007), and Mr. Andrew Y. Yan (appointed on 13 July 2006),
while Mr. Paul M. P. Chan holds accounting-related
professional qualifications;

. Current terms of reference of the Audit Committee of the
Company include the duties set out in Code Provisions C.3.3(a)
to (n);

During the year under review, the Audit Committee held two
meetings to review the financial statements of the Company and
discussed with the external auditor the impacts of the changes in
accounting policies on the Company, the application of accounting
standards and of the Listing Rules, etc. and made recommendations
thereof, as well as advising the management on the enhancement
of the level of corporate governance of the Company on an on-
going basis;
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Name of director

F & & (200657 A 13 B #4E)

Wong Kong Chi (resigned on 13 July 2006)
X % Wang Shi

17 ## Ho Hin Ngai, Bosco

BRO% I (A20065-7 A 13 A M £4E)

Paul M. P. Chan (appointed on 13 July 2006)
Mk (#20065F7 A 13 B 1 Z&1%)

Andrew Y. Yan (appointed on 13 July 2006)
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Attendance of members of the Audit Committee at meetings held in
2006 is detailed as follows:

BRRHE

Attendence

172
0/2
2/2

1/1

1/1

Note: *Since the date of appointment, there are two committee

meetings.

. Minutes of the meetings of the Audit Committee are kept by a

designated secretary and sent to all members of the Board.

Deviation: None.

D.1 Delegation by the Board
An issuer should have a formal schedule of matters reserved to the
board for its decision and should give clear directions to

management as to the matters that must be approved by the Board.

o The Board is responsible for the formulation of strategies,
objectives and business plans for the Company, and to
supervise and control the implementation of strategies of the
Company and its operations and financial performance. In
addition, the Board is also responsible for maintaining a high

standard of corporate governance of Company.
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. The Board delegates the duties of the implementation of
strategies and the decision-making of daily operations to the
Managing Director. The Management regularly meets to review
the strategic goals, corporate structure, operating procedures,
budget implementation, major projects and business plans of

the Company.
Deviation: None.

E.1 Effective Communication

The Board should endeavour to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings to
communicate with shareholders.

. The Company enhances the communication with Shareholders
by means of publication of interim and annual results report
and press release and timely publication of information on

the website of the Company and the Stock Exchange.

. Due to business trip, Chairman of the Company did not attend
the annual general meeting held on 23 May 2006. All general
meetings where approval for connected transactions were being
sought for had been attended by independent non-executive

directors to address queries from shareholders.

. The Company also promotes the communication with
shareholders through various investor relations activities to
provide shareholders with more channels to understand the

strategies and the latest development of the Company.

During the year under review, the Company participated in
roadshows in Hong Kong and Singapore organised by Deutsche
Bank and J P Morgan respectively, covering issues on results
announcement and significant acquisitions and presented to
investors operating results, development strategies and the latest

business status of the Company.
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At the same time, the Company participated in various investment
conferences held by CLSA, Citigroup, Macquarie, Morgan Stanley
held in Hong Kong, Shanghai, Macau, Singapore, London and New
York, and frequently met on an one-on-one basis with fund managers
and investors in Hong Kong and overseas, as well as arranged on-
site visits to the Company’s properties to actively create
opportunities for communication with the investors, so as to enable
them to timely understand the latest business development of the
Company and the industry environment of the real estate business
of China to enhance their understanding and confidence to the

Company.

Looking ahead, we will continue to improve and perfect the
communication with investors and to provide them with more
opportunities to understand the business of the Company as well as
to enable the management of the Company to have a better
understanding of the requirements of the market on the Company,
with an aim to continue to enhance the internal management,

profitability and governance of the Company.

Deviation: Due to business trip, Chairman of the Company did not
attend the annual general meeting held on 23 May 2006.

E.2 Voting by Poll

The issuer should regularly inform shareholders of the procedures
for voting by poll and ensure compliance with the requirements
about voting by poll contained in the Listing Rules and the

constitutional documents of the issuer.

. Details on the procedures for voting by poll of the Company
are set out in the shareholder circular convening the general
meeting. When voting on resolutions requiring a poll, the
Company engages external scrutineer to ensure proper

counting of the votes.

Deviation: None.



