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The Company is committed to achieving the highest standard of
corporate governance level by adhering to the principles of corporate
governance emphasising on independence, accountability,
responsibility and fairness. The Directors believe that good corporate
governance is an essential element in steering the growth and

management of the business of the Group.

The Board and the management understand that it is their
responsibility to establish and strictly comply with a good corporate
management system and practice so as to improve the transparency
of the Company, protect the interest of shareholders and create values

for shareholders.

The following is a summary of our improvement in corporate
management in accordance with the Code of Corporate Governance

Practices:
Code on Corporate Governance Practices

The Company has complied with the code provisions of the Code on
Corporate Governance Practices (the “Code”) as set out in Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) throughout the year
2006.

Board of Directors

As at 31 December 2006, the Board of Directors of the Company
comprises 14 directors, including 8 executive directors namely Messrs.
HU Aimin (Chairman), ZHANG Yijun (President), ZHAO Gesheng, XIAO
Rihai, LIANG Kaiping, LIU Weijin, ZHANG Huagiao and TAM Ping Lung
(Messrs. ZHAO Gesheng, XIAO Rihai, LIU Weijin, ZHANG Huagiao
and TAM Ping Lung were appointed as executive directors on 11
May 2006. Messrs. XU Ruxin and ZHU Huoyang resigned as executive
directors on 11 May 2006 and Ms. ZHAO Mingfeng resigned as
executive director on 7 September 2006), 3 independent non-
executive directors namely Messrs. WONG Po Yan, LI Wai Keung
and WU Wai Chung, Michael and 3 non-executive directors namely
Messrs. LEE Yip Wah, Peter, HU Zuoyuan and Dr. WU Jiesi (appointed

as non-executive director on 11 May 20086).

In accordance with the Listing Rules, each independent non-executive
director has issued written confirmation of their independence to the

Group.
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The Board holds board meetings regularly. In 2008, ten regular board ~ EEETHARESE R AFRITT TR

meetings were held. The attendance of directors is as follows: BHRESeeR EFHREBERAOT
Name Attendance
i 2% g
§ Mr. HU Aimin (Chairman) HEREE (BEER) 10/10
& Mr. ZHANG Yijun (President) REHEE TTHAREL) 10/10
’E Mr. ZHAO Gesheng (appointed HEESLAE
j’% as executive director on 11 May 2006) (ZZEEXFRA+—HEZTAWNTES) 4/5
% Mr. XIAO Rihai (appointed HAgEE
= as executive director on 11 May 2006) (ZZEEFRA+—HEZTAWNTES) 4/5
8 Mr. LIANG Kaiping 2R E 8/10
Mr. LIU Weijin (appointed BIRERE
as executive director on 11 May 2006) (ZZEEXFRA+—HEZTAWNTES) 5/5
Mr. ZHANG Huagiao (appointed RIEB A&
as executive director on 11 May 2006) (ZZEEXFRA+—HEZXANTESR) 5/5
Mr. TAM Ping Lung (appointed HKEREE
as executive director on 11 May 2006) (ZZEEXFRA+—HEZTAWNTES) 5/5
Mr. XU Ruxin (resigned on 11 May 2006) ‘maLEE (ZEERFRAT—HEMT) 5/5
Mr. ZHU Huoyang (resigned on 11 May 2006) KA EBELEE (ZTERFH A +—HEHE) 4/5
Ms. ZHAO Mingfeng (resigned HARE 2+
on 7 September 2006) (ZZEEXFNLALHEMT) 5/5
Mr. WONG Po Yan \IRMELE 7/7
Mr. LI Wai Keung FEBEE 7/7
Mr. WU Wai Chung, Michael RERREAE 5/7
Mr. LEE Yip Wah, Peter TEESAE 7/7
Dr. WU Jiesi (appointed REEEL
as non-executive director on 11 May 2006) (ZEZERFRAT HEZTAIERNTES) 5/5
Mr. HU Zuoyuan HAETT R A 10/10

Note: In 2006, there were changes to members of the Board. The number of persons dr ZEERFER EFRERAR HEM HEEENAK
attending the meetings was determined on a case-by-case basis. Three of the EAREME-EFE-ARANNESTEH BUFNTES
meetings were internal board meetings for which independent non-executive MIEMITESEFE AL -
directors and non-executive directors were not invited.

Under the guidance of the Chairman, the Board is responsible for the @EZSHEEEZSEIEMEE T BHMEMERA
approval and overseeing of the Company’s overall strategies and ~ BIFEEREEFBE AT EEEMNEFEE
policies, the approval of annual budget and business development &) FEE AR KRBENESEREMN TIESE Q7
plan, assessment of the performance of the Company and supervision ~ EEE 8 & S HLELRBEAMBERAEE NPT #E
of the management. The management is responsible for the successful & B T{EIBF#E TR 5TA

implementation and execution of business strategies and policies.
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All directors are subject to re-election at the next general meeting (if
they are appointed to fill casual vacancies) or at the next annual general
meeting (if they are appointed as additional directors). The proposed
appointment of director will be submitted to the Board for approval to
ensure that the person to be appointed has the necessary leadership
skill so as to maintain and enhance the competitiveness of the

Company.
Model Code

The Board has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers of the Listing Rules (“Model Code”) in
January 2005 as the code of conduct of the Company regarding
securities transactions by directors. Having made specific enquiry of
all directors, all directors confirmed that they had complied with the
required standard set out in the Model Code regarding directors’
securities transactions throughout the year. In addition, the Board
has adopted provisions of the Model Code as written guidelines for
relevant employees (as defined in provision A.5.4 in Schedule 14) in
respect of their dealings in the securities of the Company. Such

relevant employees shall abide by the provisions of the Model Code.

The Board has established two committees, namely Audit
Committee and Remuneration Committee, mainly to monitor

relevant matters of the Group.
Chairman and President

Chairman and President of the Board are two clearly separate posts
and are held by Mr. HU Aimin and Mr. ZHANG Yijun respectively.

Chairman is responsible for guiding and supervising of the operation
of the Board and conducting board meetings in an effective manner

to ensure the Board is acting for the best interest of the Company.
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President is responsible for the management of the Company’s
business, formulation and implementation of corporate policies and
is accountable to the Board in relation to the overall operation of the
Company. The President and other executive directors work together
with each core business unit and the administrative management team
to ensure the Board’s full awareness of the financial needs for the
business of the Company and to submit annual budget for the approval
of the Board. With the assistance of the financial controller, the
President ensures the sufficient supply of funds to meet the needs of
the business and closely monitors the operation and financial results
of the Company according to financial planning and budget, and offers
opinion to the Board regarding material development and issues. The
President communicates with all directors, to make sure that they are
well briefed on all material business developments and plans of the
Company, and is responsible to maintain high efficient administration

team to support him to perform his duties in this position.

Director’s Responsibilities on Financial
Statements

The Directors acknowledge their responsibilities of preparing annual
financial statements of the Company with supports from accounting
departments. The Directors shall ensure that appropriate accounting
policies are consistently adopted and the accounting standards issued
by the Hong Kong Institute of Certified Public Accountants are
complied with in the preparation of such financial statements and to

report the financial affairs of the Company in a true and fair manner.

The statement issued by the auditor of the Company regarding its
reporting responsibilities is set out in the Report of the Auditors on

page 54.
Non-executive Directors

All non-executive directors (including independent non-executive
directors) have fixed tenure and shall be subject to retirement by
rotation and re-election in accordance with the articles of association

of the Company.
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Remuneration of Directors and Senior
Management

The Company established its Remuneration Committee on 1 January
2005. The terms of reference for the Committee include the review of
the overall remuneration policies and structure of directors and senior
management as well as the formulation of regulated and transparent

procedures for determination of remuneration policies and proposals.
Remuneration Committee

The Remuneration Committee was established on 1 January 2005

with written terms of reference in compliance with the Code.

The Remuneration Committee consists of three independent non-
executive directors. The Chairman of the Committee is Mr. WONG
Po Yan. Mr. LI Wai Keung and Mr. WU Wai Chung, Michael are

members of the Committee.

No director or any of his associates is allowed to decide their respective
remuneration. The Remuneration Committee makes recommendation
to the Board on the general remuneration policy and structure for all
directors and senior management. In determining the remuneration
of directors and senior management, the Remuneration Committee
shall consider factors such as time commitment and responsibilities
of directors, employment conditions elsewhere in the Group and
desirability of performance-based remuneration. The terms of
reference for the Remuneration Committee are posted on the website

of the Company.
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The Remuneration Committee held five meetings in 2006 to review
and make recommendation to the Board on the director’s fees of a
newly appointed non-executive director and director’s fees of all the
existing non-executive directors, to determine remuneration for all
existing executive directors and to determine or propose the number
of underlying shares and terms of option to be granted to executive

directors and non-executive directors. The attendance of the members

FIEZEeR T FRTARGHRTANNE
EFEEB BRI ESNESRS A
BEFNTEETNESTES BRI MARENTE
ENFME D BB MERER R T TEERIFE
HITEFARBHEPTS R AR BB KRR Ry 5
RBEREBZHFERLENT:

is as follows:
Name Number of meetings attended
®A HESRRH
Mr. WONG Po Yan (Chairman) BRIREA (XF) 5/5
Mr. LI Wai Keung TEBLAE 5/5
Mr. WU Wai Chung, Michael REREAE 4/5

Nomination of the Directors

The Directors is aware of their joint and several responsibilities to the
shareholders for the proper operation and well being of the Company.
During the year, executive directors shall examine and assess the
candidates for directors based on their characters, qualifications and
experiences relevant to the business of the Group and make
recommendation to the Board for consideration and subsequent
decision. The Board held two meetings during the year which were
all attended by three directors to consider and accept the resignation
of executive directors Mr. XU Ruxin, Mr. ZHU Huoyang and Ms. ZHAO
Mingfeng and appointment of Mr. ZHAO Gesheng, Mr. XIAO Rihai,
Mr. LIU Weijin, Mr. ZHANG Huagiao and Mr. TAM Ping Lung as
executive directors, all of whom were appointed executive directors
on 11 May 2006, and to consider and accept the nomination of Dr.
WU Jiesi as non-executive director, who was appointed non-executive
director on 11 May 2006.

Auditors’ Remuneration
The external auditor engaged by the Company is Ernst & Young.
This accountant firm shall not take any non-auditing job to keep its

independence. The disclosure regarding the auditors’ remuneration

was set out in the note 6 to the annual report.
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Audit Committee

The Board has adopted new terms of reference for the Audit

Committee pursuant to the Code on Corporate Governance Practices.

The Audit Committee comprises three independent non-executive
directors and one non-executive director, they are all equipped with
business and financial skills and experiences required for
understanding financial statements. Mr. LI Wai Keung is the Chairman
of the Audit Committee and other members are Mr. WONG Po Yan,
Mr. WU Wai Chung, Michael and Mr. LEE Yip Wah, Peter.

The terms of reference for the Audit Committee include proposal to
appoint or replace external auditors, supervise and implement the
internal auditing system of the Company, verify the financial information
of the Company and its disclosure, examine the internal control system
of the Company and to take charge and act as channel of

communication between internal audit and external audit functions.

The Company has adopted the terms of reference for the Audit
Committee in compliance with the Code. The terms of reference for

the Audit Committee are posted on the website of the Company.

The Audit Committee held two meetings during 2006, and the
attendance of the members of the Audit Committee is 100%. The
Committee reviewed the interim report of the Company for the year
2006 and the audited financial statements for the year ended 31
December 2006.

Investor Relations and Shareholder’s
Interest

The Group values the communication between the shareholders and
investors. The Group has regularly met with investors to enhance the
corporate transparency. During the year, the Group met a number of
investors, held five press conferences, a number of presentation
seminars and telephone conferences, and participated in institutional

investors conferences.

The Company encourages its shareholders to participate in Annual
General Meeting. Chairman and members of the Board had attended
the general meeting and were available to answer questions on the

business of the Company.
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To foster effective communications, the Company provides extensive
information in annual report, interim report and newspaper
announcements and also disseminates information relating to the

Group and its business to the public in time through its website.
Internal Control

The Board is overall responsible for overseeing the operations of all
the businesses units within the Group. Suitable candidates are
appointed by the Board to join in the boards of all subsidiaries and
associates operating in key business areas, to attend the board
meetings and to oversee the operations of such companies. The
management of each business area is accountable for these operation

and performance of the business under its area of responsibility.

The Board has conducted an annual review of internal control system
of the Group pursuant to the Codes and considers that all the material
internal controls in the Group are adequate and effective during the

year.
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