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The board of directors (the “Board”) of the Company is pleased to
present its corporate governance report for the year ended 31 March
2007.

CORPORATE GOVERNANCE PRACTICES

The Company acknowledges the importance of good corporate
governance practices as a core element towards success and it has
been the Company’s policy to manage the affairs of the Company
and its subsidiaries (collectively the “Group”) in accordance with
appropriate regulatory standards and practices on good corporate
governance.

In the opinion of the Board, the Company has applied the principles
and complied with the code provisions of the Code of Corporate
Governance Practices (the “CG Code”) as set out in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange
of the Hong Kong Limited (the “Listing Rules”) during the year ended
31 March 2007, save for the deviations with considered reasons
stated in the following relevant paragraphs.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the model code as set out in Appendix
10 to the Listing Rules (including amendments as effected from time
to time) as its own code of conduct to regulate securities transactions
by directors of the Company (the “Model Code”). All directors of
the Company (the “Directors”) have confirmed, following specific
enquiry by the Company, that they have complied with the required
standard set out in the Model Code during the year from 1 April
2006 to 31 March 2007 (both days inclusive).

The Model Code has been extended to and has become equally
applicable to dealings in the securities of the Company by members
of senior management and relevant employees who are likely in
possession of unpublished price-sensitive information in relation to
the Company.
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BOARD OF DIRECTORS

Board Composition

The Company has at all time during the year ended 31 March 2007
maintained a balanced Board with strong independent element. The
Board currently comprises twelve directors with six non-executive
directors, three of whom are independent. Each Director possesses
skills and experience appropriate to the business of the Group and
their particulars are duly set out in the paragraph headed
“Biographical Details of Directors and Senior Management” in the
directors’ report on pages 8 to 14. The Company also meets the
requirement of rule 3.10(2) with at least one of the independent
non-executive directors possessing appropriate professional
qualifications, or accounting or related financial management
expertise. All independent non-executive directors have provided to
the Company their annual confirmations of independence pursuant
to rule 3.13 of the Listing Rules and the Company considers that all
of them continue to be independent.

Chairman
Mr CHA Mou Sing Payson

Deputy Chairman and Managing Director
Mr CHA Mou Zing Victor

Executive Directors
Mr CHEUNG Tseung Ming
Mr CHUNG Sam Tin Abraham
(also as alternate to Mr CHA Mou Sing Payson)
Ms HO Pak Ching Loretta
Mr TANG Moon Wah

Non-executive Directors

The Honourable Ronald Joseph ARCULLI
Mr CHA Mou Daid Johnson

Ms WONG CHA May Lung Madeline

Independent Non-executive Directors

Dr CHENG Kar Shun Henry

Dr The Honourable CHEUNG Kin Tung Marvin
Mr CHEUNG Wing Lam Linus

Save for Mr CHA Mou Sing Payson, Mr CHA Mou Zing Victor, Mr
CHA Mou Daid Johnson and Ms WONG CHA May Lung Madeline
who are family members, all other Directors have no relationship
with each other.

EEE

EEEAM
ARBIZEEEREE_TTLF =A==+
—BIEFEAARREEERIFOENESS

g BAEARNBY TR EEGRE
MT—ZEFEK  ~NEEWTES %
BIERITES ERP—RABUIERITE
F o ZREFHABBEAEEES 2 KL
K BECEREFBRHINESEE
FUBESTTREANESLSEEEA
BrERIBEN - KRARMERFA LTHR
AIE3I0QEAR D> — R BLIERNITES
EEEENEXERIEAERENEFTE
ANV ERER BT - BB IERIT
EEERELEMRAUEINBERAARBER
ERAREREL M FEERE - ARAIR
BERBRISEB LI -

;4
ERBRE

BITEHREFHEE
BRI E

BITEF

RERSLE

#OMEE
(REBHBEEZERESR)

fAEX L

WmERE

FHITEE
BER#E
EREEE
FTEXRERL

BIUFPITEE
BR 41+
RERE LT
SRAK AR

BERMBLL BUNELE  EREEER
FTEXELXTA/REKREBIN  FIEEMES
& B RHEEMARE -



CORPORATE GOVERNANCE REPORT

AN 4t o/ &
EEEA #&%

Prior to 28 March 2007 on which our late chairman Dr CHA Chi
Ming passed away, the roles of chairman, deputy chairman and chief
executive officer of the Company were exercised by three different
individuals. On 15 May 2007, Mr CHA Mou Sing Payson and Mr
CHA Mou Zing Victor were appointed as chairman and deputy
chairman of the Company respectively. Mr CHA Mou Zing Victor
continues his office of managing director. The roles of chairman
and chief executive officer of the Company are still performed by
two separate individuals who are brothers.

Despite that no written responsibilities are set up for the chairman
and chief executive officer, the division of responsibilities of the two
roles of chairman and chief executive officer are established as a
norm by the Board with core duty of the roles duly set out in the
Company’s articles of association ("Articles”). The Board is
considering to divide the responsibilities and set out in writing the
roles and duties of chairman and chief executive officer in due course.

During the year under review, four board meetings were held and
two sets of written resolutions were passed by all Directors. Details
of the Directors’ attendance in the board meetings are set out below:

The Honourable Ronald Joseph ARCULLI 3/4
Mr CHA Mou Daid Johnson 4/4
Mr CHA Mou Sing Payson (Chairman) 4/4
Mr CHA Mou Zing Victor 4/4
(Deputy Chairman and Managing Director)
Dr CHENG Kar Shun Henry 2/4
Dr The Honourable CHEUNG Kin Tung Marvin 2/4
Mr CHEUNG Tseung Ming 3/4
Mr CHEUNG Wing Lam Linus 3/4
Mr CHUNG Sam Tin Abraham 4/4
(also as alternate to Mr CHA Mou Sing Payson)
Ms HO Pak Ching Loretta 3/4
Mr TANG Moon Wah 4/4
Ms WONG CHA May Lung Madeline 4/4

Responsibilities of Directors

The Board is responsible for the management of the Company, which
includes formulating business strategies, and directing and
supervising the Company'’s affairs.

Upon appointment, every Director is given comprehensive
documentations of the business operation of the Group and
regulatory and statutory requirements as director together with
meetings with senior executives and department heads to brief the
business of the Group.
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Directors are provided with continuous updates on the latest changes
or material development in statues, the Listing Rules, corporate
governance practices etc. and are encouraged to participate in
continuous professional development seminars to update their
knowledge for discharging directors’ responsibilities.

Delegation by the Board

The Board has set out level of authority and express terms of
reference of the relevant board committees and reserves the rights
to oversee all other matters not delegated, in particular, major
acquisitions or disposals, connected transactions for the Board’s
decision.

The Board also delegates certain management and administration
functions to management as it considers appropriate from time to
time, with directions as to the powers of management including
circumstances where management shall report back and obtain prior
approval from the Board.

The Board shall revisit such delegations to ensure clear directions
and powers are given and proper reporting procedures are followed.

Nomination, Appointment, Re-election and Removal of
Directors

The Company has not set up a nomination committee. However,
the Board may on need basis establish committee comprising board
members for expediting the identification of right candidate to fill
the vacancy occurred in the Board.

During the year ended 31 March 2007, no committee has been set
up for the aforesaid purpose. Subsequent to the passing away of
the late chairman, Dr CHA Chi Ming, the Board at a board meeting
held on 15 May 2007 appointed Mr CHA Mou Sing Payson and Mr
CHA Mou Zing Victor as the chairman and deputy chairman of the
Company respectively.

The Articles have provided rotation and re-election for all Directors.
As required by the Articles, at each annual general meeting (“AGM")
of the Company, one-third of the Directors for the time being, or if
their number is not three or a multiple of three, then the number
nearest to but not less than one-third, shall retire from office by
rotation provided that every Director shall be subject to retirement
by rotation at least once every three years and any Director appointed
by the Directors shall hold office only until the next following general
meeting of the Company (in the case of filling a casual vacancy) or
until the next following AGM of the Company (in the case of an
addition to the Board) and eligible to offer for re-election.
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Accordingly, there are four Directors including Mr CHA Mou Sing
Payson, Mr CHA Mou Daid Johnson, Mr CHEUNG Tseung Ming and
Mr CHUNG Sam Tin Abraham shall retire at the forthcoming 2007
AGM and stand for re-election by the shareholders.

All non-executive directors of the Company were appointed with
no specific term, but are subject to the aforesaid rotation clause in
the Articles.

Remuneration of Directors

Directors’ remuneration (save for directors’ fees which are subject
to shareholders’ approval at general meeting) are determined with
reference to market terms, their respective duties and responsibilities
in the Group and the Group's remuneration policy. Under the terms
of reference of the remuneration committee, the remuneration
committee should make recommendation to the Board on the policy
and it has the delegated responsibilities to determine the specific
remuneration package of the executive directors and the senior
management. Details of the Directors’ remuneration for the year
ended 31 March 2007 are disclosed in note 12 to the consolidated
financial statements.

The remuneration committee of the Company comprises the
managing director and three independent non-executive directors
of the Company. The managing director involves in recommending
proposals of the remuneration of other executive directors prior to
their due consideration and approval by the remuneration
committee. The managing director of the Company abstains from
voting when his remuneration is considered by the remuneration
committee. His remuneration is recommended by the chairman and
reviewed and determined by the remuneration committee.

Board Committees

The Board has set up the remuneration committee, audit committee
and other executive committees and all of them have duly adopted
their respective clear terms of reference. The Board will also from
time to time review the terms of reference of such committees and
reform and renovate some of them to align with better corporate
governance standards. The board committees are entitled to seek
independent professional advice, at the Company’s expenses, if it
considers necessary in order to perform their duties.
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During the year under review, the Board has set up a special executive
committee comprising Mr CHA Mou Sing Payson, Mr CHA Mou
Zing Victor and Mr TANG Moon Wah to deal with the disposal of
50% interest in the Dazhongli project, a special executive committee
comprising Mr CHEUNG Tseung Ming, Mr CHUNG Sam Tin Abraham
and Ms HO Pak Ching Loretta and two independent board
committees both comprising Dr CHENG Kar Shun Henry and Mr
CHEUNG Wing Lam Linus to deal with the continuing connected
transactions in respect of the construction and renovation
transactions with Hanison Construction Holdings Limited (“Hanison”)
and the on-going management of the Broad Base Fund.

Details of the remuneration committee and audit committee are set
out below:

REMUNERATION COMMITTEE

The remuneration committee of the Company was established on 2
December 2004 and is regulated by the terms of reference approved
by the Board. The terms of reference of the remuneration committee
require, inter alia, the composition of the members of the
remuneration committee to comprise the managing director and
three independent non-executive directors of the Company. The
terms of reference of the remuneration committee is available for
viewing at the Company’s website, www.hkri.com.

The principal role and function of the remuneration committee is to
exercise the powers of the Board to review and determine the
remuneration packages of individual executive directors and senior
management members, including salaries, bonuses, benefits in kind,
share options and other plans. Such factors as remuneration paid
for comparable positions, time commitment and responsibilities of
the executive directors and senior management members as well as
the Company’s remuneration policy will be considered.

During the year under review, two meetings of the remuneration
committee were held plus three written resolutions passed by all
committee members for transacting businesses including but not
limited to consider and endorse the remuneration policy and
structure for the executive directors and senior management
members for recommendation to the Board, to determine their bonus
payment and other contract terms. The specific remuneration
packages payable to the executive directors and senior management
members of the Company for the year ended 31 March 2007 have
been reviewed and approved by the remuneration committee as
delegated by the Board.
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The current members of the remuneration committee are Mr CHA
Mou Zing Victor, Dr CHENG Kar Shun Henry, Dr The Honourable
CHEUNG Kin Tung Marvin and Mr CHEUNG Wing Lam Linus with
Dr CHENG takes a lead role as chairman thereof. The attendance
rates of the members of the remuneration committee for the two
meetings were as follows:

Committee Members Attendance
Mr CHA Mou Zing Victor 2/2
Dr CHENG Kar Shun Henry (Chairman) 2/2
Dr The Honourable CHEUNG Kin Tung Marvin 172
Mr CHEUNG Wing Lam Linus 2/2

AUDIT COMMITTEE

The audit committee of the Company was established on 17 July
1998 and is regulated by the terms of reference approved by the
Board. According to its terms of reference, the members of the audit
committee comprise non-executive directors with a majority
(including the chairman) being independent non-executive directors
of the Company. The terms of reference of the audit committee is
available for viewing at the Company’s website, www.hkri.com.

The principal role and function of the audit committee is to assist
the Board in meeting its responsibilities for ensuring an effective
system of internal control and compliance, and in meeting its external
financial reporting objectives.

During the year under review, the audit committee met twice
together with senior management and external auditors and had
considered the external auditors’ projected audit fees, their
independence and the nature and scope of the audit, reviewed and
discussed the interim and final financial statements together with
the management’s findings and responses and auditor’s reviews and
reports before submission to the Board for approval.
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The current members of the audit committee are The Honourable
Ronald Joseph ARCULLI, Dr CHENG Kar Shun Henry, Dr The
Honourable CHEUNG Kin Tung Marvin and Mr CHEUNG Wing Lam
Linus with Dr CHENG takes a lead role as chairman thereof. The
attendance rates of the members of the audit committee for the
two meetings were as follows:

Committee Members Attendance
The Honourable Ronald Joseph ARCULLI 0/2
Dr CHENG Kar Shun Henry (Chairman) 2/2
Dr The Honourable CHEUNG Kin Tung Marvin 2/2
Mr CHEUNG Wing Lam Linus 2/2

The work performed by the audit committee during the year are
summarised as follows:

] review and approve the engagement of external auditors of
the Company and its various subsidiaries for the year ended
31 March 2006 and the related audit fee;

o review the report to the audit committee in respect of the
annual audit of the financial statements for the year ended
31 March 2006 as prepared by the auditors;

o review the financial statements of the Company for the year
ended 31 March 2006 and recommend the same to the Board
for approval,

. review the preliminary results announcement for the year
ended 31 March 2006 of the Company;

J review the continuing connected transactions of the
Company;
] review those paragraphs relating to audit committee, auditors’

remuneration and internal control in the corporate
governance report contained in the Company’s annual report
2005/06;

] review and approve the engagement of external auditors for
the review of the interim results for the six months ended 30
September 2006 and the related fee;
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o review the interim results for the six months ended 30

September 2006;

] review the preliminary results announcement and interim
report for the six months ended 30 September 2006;

. review the summary report on internal controls from the
internal audit department of the Company;

J review the report prepared by internal audit department on
audit reviews and audit plan and the work;

J review the progress report on seeking independent
consultants’ advice in code of corporate governance on
internal controls; and

o recommend to the Board for the re-appointment of Messrs
Deloitte Touche Tohmatsu as the auditors of the Company
for the year ended 31 March 2007.

AUDITORS’ REMUNERATION

The auditors’ remuneration for the year under review was HK$4.4
million (2006: HK$3.4 million). In addition to the audit fee, the
Company has appointed Deloitte Touche Tohmatsu, its external
auditors, for other non-audit services including tax compliance,
special services rendered in relation to the disposal of 50% interest
in the Dazhongli project, the continuing connected transactions in
respect of the construction and renovation transactions with Hanison
and the Broad Base Fund, for around HK$2.0 million (2006: HK$3.5
million) in the year under review.

INTERNAL CONTROLS

The Board is responsible for maintaining a sound and effective system
of internal controls, which includes financial, operational and
compliance controls and risk management functions.

The Company has an internal audit department which is responsible
for performing independent reviews on the effectiveness of the
Group's system of internal controls and reports audit findings to the
audit committee and the Board regularly.
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During the year, the Group’s internal audit department conducted a
review of the effectiveness of the system of internal controls of the
Group, covering material controls, including financial, operational
and compliance controls and risk management functions. To assist
in this process the Company engaged an external consultant to assist
the internal audit function to conduct a High Level Risk Assessment
(HLRA) for one selected process of the Group’s operations in Hong
Kong, i.e. the Property Development process as well as a gap analysis
of the Group’s entity-level controls against the internal controls
framework suggested by the Committee of the Sponsoring
Organizations of the Treadway Commission (COSO Analysis).

The findings of the internal audit review and results of the COSO
Analysis and the HLRA were reported to the audit committee and
the Board. Accordingly, the Board considers that the Group’s internal
control systems for the year ended 31 March 2007 effective and
adequate.

RESPONSIBILITY FOR THE PREPARATION OF
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements for the year ended 31 March 2007 which give
a true and fair view of the state of affairs of the Company and the
Group and of the results and cash flows of the Group. In preparing
the consolidated financial statements for the year ended 31 March
2007, the Directors have (i) selected suitable accounting policies
and applied them consistently, (i) made judgements and estimates
that are prudent and reasonable; and (iii) prepared accounts on the
going concern basis.

The statement of the Company’s auditors about their reporting
responsibilities on the consolidated financial statements of the
Company for the year ended 31 March 2007 is contained in the
auditors’ report on pages 43 and 44.
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