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Honesty

REFNERERAFES THEERAMNER !

Core Principles behind good corporate governance are:

We instil these principles into our corporate culture
through leadership by example, training and putting
the proper control structures in place, headed by the
Board of Directors and its various committees.

INED)] Throughout the year, we have complied
with all the Code Provisions set out
in the Code on Corporate Governance
Practices as stated 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”).
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BERQT G RN EETAAE ST A summary of how we comply with the Code Provisions and
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Recommended Best Practices of the Code under Appendix 14 of the

Listing Rules are set out below:

A EZ= Directors

TGRSR

Code Number TR Code Provision
Al -0 The Board
EEREAEBEEBREEANNFZE  The Board should assume responsibility for leadership and control of the
- USEEEEREREEARATE  Company and is collectively responsible for directing and supervising the
7% e Company's affairs.
ARMR
Compliance TEERER Corporate Governance Practices
Status
Vo4 EEREFFRTSEIIMAEH - 4 Board Meetings are held at least four times a year which include two full
SRR FERREESHUSEIFHEEMEE  Board Meetings to approve interim and annual results and to propose
Excooding | EHELAREUEFHRSMALARES  interim and final dividends:

Requirement

B

> RIETR/TLFE BEFR
BOITHRER  HPEE—REERS
AN (FEER) |BITHEH - BEFH
RAREBEREHOHIRER EIEMH
B2

> SRARERASHAZHEEKR
R BRETES  EAEERY
& UREERS (IF)

TETRN/ELFE  BEREsES
ABHYRDSRANT ¢

> five meetings of the Board of Directors were held in 2006/07, including
one held outside Hong Kong (in Jinan) so as to give Directors a clearer view
on the Company’s new investment in Jinan

> meetings are also held as and when necessary to discuss significant
transactions, including issuance of debt securities, material acquisitions and
disposals, and connected transactions, if any

Details of Directors’ attendance records in 2006/07 were as follows:

HE SRS 2HET)RB Meetings Attended/Held
RERFH
ZEg
BEREEE Nomination &
= B/ Audit Remuneration BRRBEAE
Directors Board Committee Committee AGM
% JEHITESE Independent Non-Executive Directors
R E S.S.Yin 5/5 N/A N/A 1/1
Bl H.K. Cheng 5/5 0/2 1/1 1/1
BREENE Laura L.Y. Chen 5/5 2/2 1/1 1/1
EHw Simon S.0. Ip 4/5 2/2 0/1 1/1
BR5 York Liao 3/5 1/2 1/1 0/1
JE#117 E = Non-Executive Director
FR&ETR Gerald L. Chan 2/5 N/A N/A 1/1
#1TE = Executive Directors
BRELR Ronnie C. Chan 5/5 N/A N/A 1/1
RER Nelson W.L. Yuen 5/5 N/A N/A 1/1
RETT Terry S. Ng 5/5 2/2 N/A 1/1

PrEESEGAREFERRRMERH -
HEEZREHZAENIIABNER °
REHEZRERRTRBRD TR
Al MEEZFHSARE - EFZRULCE
FAEEESKEVEXRERAZIERF  H
PR BERARARRSA -

All Directors can give notice to the Chairman or the Company Secretary if
they intend to include matters in the agenda for Board Meetings. Notice
will be given to Directors at least 14 days before a regular Board Meeting.
Procedure has been agreed by the Board to enable Directors to seek
independent professional advice at the Company’s expense.
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<FRIMRER

RAMEBBRREERIKERFRE
STERERERY  MEEEHE
BRAMEZER LR - RRWE
M REABER R (BEERERT
A) 2iETEE - MEFEREERREMR
BR -EERRELZEGZGALEN
K BHARWEDHIRTE2BEERE
ZEGREHRREEN  MEHRLEE
AUDRIRFRERE - RAIWERE
REEERMELZEEME SR -
EMEEGAER -

RAEREFNSRAEREAESREEE
R - RIS REEBETRISE AR AE
ZEBRBEE -

All Directors have access to the advice and services of the Company
Secretary who is responsible to the Board for ensuring that procedures

are followed and that all applicable laws and regulations are complied with.
The Company Secretary is also a source of advice to the Chairman and to
the Board on corporate governance and the implementation of the Code

on Corporate Governance Practices. Draft and final versions of minutes of
Board Meetings and meetings of Board Committees are sent to all Directors
or Committee members respectively for their comments and record. All
minutes of Board Meetings and meetings of Board Committees are kept by
the Company Secretary and are open for inspection by any Director.

We have arranged appropriate insurance cover on Directors’ and officers'
liabilities in respect of legal actions against its Directors and senior
management arising out of corporate activities.

Code Number < BT Code Provision

A2 FERITEAER Chairman and Chief Executive Officer
RARERRITHAHKEEEERE  There should be a clear division of responsibilities between the
D LAREIRBE N AR AE D 91 - Chairman and the Chief Executive Officer to ensure a balance of power

and authority.
ERR
Compliance TEERER Corporate Governance Practices
Status
T FE Chairman

HaFRIRX
Comply with
Requirement

ITERRREERETRZIREA %
BERRMAESHAERESEAR
TEAGZEMURAIREEERERS
TR 2 FRREE R 2 R o (R ITHE
&

> EERBRLEERETEE:
> EERENDRMAEERRE:

> REENRIZERTERMER:
&

> RARRBUEE BB R A R
AR MERZERAEEIEES -

IRROEFREBUFNTESS
B HTEFEIEIE - TRERAEE
REXEZRGZTLFERE  UEEE
ERTEBEEMERRL 2 EER
FINGEIR o WITA LR A ER B AT
WEBIT

TRERMAES 2 RERB AR
RAZEBIELERL - SWASER] -
REERZRAENEARAZKERN
i o WIBSOFRITESHEERMEE
HABEMZ BR - WHERARITES IR
TERRFEERIEZRE -

The Chairman, Mr Ronnie C. Chan, provides leadership for the Board. He

is responsible for ensuring that all Directors receive adequate information,
which must be complete and reliable, in a timely manner and that Directors
are properly briefed on issues arising at Board Meetings. He also ensures
that:

> the Board works effectively and discharges its responsibilities;

> all key and appropriate issues are discussed by the Board in a timely
manner;

>  good corporate governance practices and procedures are established;
and

> appropriate steps are taken to provide effective communication with
shareholders and that views of shareholders are communicated to the Board
as a whole.

He at least annually holds meetings with the Independent Non-Executive
Directors without the Executive Directors present. He is primarily
responsible for drawing up and approving the agenda for each Board
Meeting taking into account, where appropriate, any matters proposed
by the other Directors for inclusion in the agenda, or delegates such
responsibility to the Company Secretary.

He will encourage all Directors to make a full and active contribution to
the Board's affairs and take the lead to ensure that the Board acts in the
best interests of the Company. He will facilitate the effective contributions
of Non-Executive Directors and ensure constructive relations between
Executive and Non-Executive Directors.

EEEEERARA — T2/ TLFFR



SRR
Compliance TEERER Corporate Governance Practices
Status
EFEETE (1TIHAEHE) Managing Director (Chief Executive Officer)
BEAEKIBREREAEBARATZITEHR  The Managing Director, Mr Nelson W.L. Yuen, is our Chief Executive
M BEREKIEHETFEFEETREB  Officer. The roles of the Managing Director are separate from those of the
& Chairman.
HANNTIHITEEEHKE - 54  The Managing Director is a member of the Executive Committee of the
EEEE Company and is responsible for :
> ARQBIZEEEREE WHIT >  operating the business of the Company and implementing policies and
EERATRM 2 BORARES strategies adopted by the Board of Directors;
> REERWMEBREEALTZHE >  the Company's day-to-day management in accordance with the
BER instructions issued by the Board;
> MEBEERMARTEZBEMESKX >  developing strategic operating plans that reflect the objectives
PRSI 275518 - W HREEAR  and priorities established by the Board and maintaining the operational
NRIZEBRR & performance; and
>  FERAATZIHEMAEEELIE# >  ensuring adequacy of systems of financial and internal control and
FILA N 2758 1E - HFRDTTEEAER  conduct of business in conformity with applicable laws and regulations.
ZHRRE ©
EEAKBAEEIIHAATEAEITZ  The Managing Director chairs the monthly meetings of the Company’s
HFIEESE - HIEARRZEIEZE  various operational divisions. He formulates, for the Board's approval,
RAESrRtEEREM - WHEMIT  the management organisation and internal rules of the Company and will
BAEZEZENERAZEEZR/IELE  recommend the appointment and dismissal of senior executives.
=
Coiﬂaﬁfber SFRES Code Provision
A3 EERAR Board Composition
EZREREBEAQNREFMEMEEFT  The Board should have a balance of skills and experience appropriate for
EREETIRE - EEFPIHITESEHEIE  the requirements of the Company’s business and should include a balanced
HITEENAE EZREDE - LMERE  composition of Executive and Non-Executive Directors so that there is a
5078 U 1 B I8 5L I - strong independent element on the Board.
AR
Compliance TEERER Corporate Governance Practices
Status
Vo4 EZRBEANEBKE : The Board of Directors currently comprises nine persons:
A — > ZHBHMTEZE DRARRBESL >  three Executive Directors, namely, Mr Ronnie C. Chan (a brother of
Exceeding | & (REERFEAEZMN) RIEERKAE  MrGerald L. Chan), Mr Nelson W.L. Yuen and MrTerry S. Ng;

Requirement

RRETTRE

> —HRIIFNTESE  RARERE
& (BREERELEZIR): R

> ADERBIFATES  HHAKR
HE LA - EERLA - REMGK L -
EHRAERBHOREE - REHDAB
HEZ BN FEE RS E
BET - WAHLSENEERMBER
REZRELER -

> one Non-Executive Director, namely, Mr Gerald L. Chan (a brother of
Mr Ronnie C. Chan); and

> five Independent Non-Executive Directors, namely, Mr S.S.Yin,

Mr H.K. Cheng, Ms Laura L.Y. Chen, Mr Simon S.O. Ip and Mr York Liao.
They possess appropriate academic and professional qualifications or related
financial management expertise and have brought a wide range of business
and financial experience to the Board.

HANG LUNG GROUP LIMITED
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BEER

Board of Directors

Shareholders

Ronnie C. Chan (Chairman)
S.S. Yin (Vice Chairman)*

Gerald L. Chan”
H.K. Cheng*
Laura L.Y. Chen*
Simon S.0. IP*
York Liao*

Terry S. Ng

Nelson W.L. Yuen (Managing Director)

The following chart illustrates the composition of the Board of Directors as
well as each Committee of the Company:

BEREES

Audit Committee

X (XR)
Simon S.0O. Ip (Chairman)*
EES*

H.K. Cheng*

B A"

Laura L.Y. Chen*
York Liao*

HITEES
Executive Committee

BRER (£%)
Ronnie C. Chan (Chairman)
RER
Nelson W.L. Yuen
RETT
Terry S. Ng

RERFHNEES
Nomination and
Remuneration
Committee

mEs (FR)*
H.K. Cheng (Chairman)*
BREENE*
Laura L.Y. Chen*
BEHzr
Simon S.0. Ip*
York Liao*

"JE# 778 FE Non-Executive Director

B IE# 778 F Independent Non-Executive Director

2B REREFE

RARWE 2 EEHMNIRERHNESE  An updated list of Directors showing their biographical details is maintained
on our website under Profile of Directors.

BEEEEERAR —TTX/T



Coiﬂ;{ﬁr%fber FRNES Code Provision
A4 ZEf > BEFER Appointments, Re-election and Removal
EEREHMNELRN  LFEEZEWAE  There should be a formal, considered and transparent procedure for the
RENFEEL(IIRF  WERTFEA appointment of new Directors and plans in place for orderly succession for
FFHESEEE 2 - FRAEEYETES  appointments to the Board. All Directors should be subject to re-election at
HEITEE regular intervals.
AR
Compliance TEERER Corporate Governance Practices
Status
V4 BERANG ZEBZT24ME] - £F AEL  Inaccordance with our Articles of Association, one-third of the Directors
PO =S —BAREREKREREFAS ([  wil retire from office by rotation for re-election by shareholders at the
CO‘:,;V with | EAE )ERREE S AEE - 40 Annual General Meeting ("“AGM”). In addition, every Director is subject

Requirement

BUEREARIE=FHRESE X
MEEZERTANERERERAEH
ZIBRRA SRR RERT AEE - A
ZEREREECES MR EREHA
BE 92 HNBRASBEA -

HATHE FRLMIA D ARSI — o
4L AVE{E S CREB MBI 2
RBAL © B TEE EREH
BB 2 TR (E R B R (S
F=F—R) K -

RE—TSRSHPEN - ARBEFR®
BNEFZBIIENITES - AERFIA
BIDRFHBFRIETT AR - HAISER
FRAERET  FABRRIIPEZRAR
ZE I TEFNEBE LA LTHNRA
AR MR ERENEERERNZ

B3
R °

BMEREESOB IFTESR L™
RAISESABEAIRR A E B2 F
EHRE - MRARABEBLIFNITES
BRI B

to retirement by rotation at least once every three years, and new
appointments to the Board are subject to re-election by shareholders at the
upcoming general meeting. Names of such Directors eligible for re-election
will be stated in the notice of general meeting accompanied by detailed
biography.

The Executive Directors do not have any service contract with the Company
which is not determinable within one year without payment of compensation
(other than statutory compensation). Independent Non-Executive Directors
are appointed for specific terms, which coincide with their expected dates of
retirement by rotation at least once every three years.

To further enhance accountability, any further appointment of an
Independent Non-Executive Director who has served the Board for more
than 9 years will be subject to a separate resolution to be approved

by shareholders. We will state in the notice of AGM the reason why

we consider the Independent Non-Executive Director continues to be
independent and our recommendation to shareholders to vote in favour of
the re-election of such Independent Non-Executive Director.

We have received from each of our Independent Non-Executive Directors
an annual confirmation of his/her independence pursuant to Rule 3.13 of the
Listing Rules and therefore we still consider the Independent Non-Executive
Directors to be independent.

SFEIERSE
Code Number

SFRIRSZ

Code Provision

Ab

EFEML
BREFATRBERLESLAARES
ZBE  ARARRZEETA - F
BB RER -

Responsibilities of Directors

Every Director is required to keep abreast of his responsibilities as a Director
of the Company and of the conduct, business activities and development of
the Company.

HANG LUNG GROUP LIMITED
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Status
Ve BB ESEERESEERY  Every newly appointed Director will meet with other fellow Directors
P SETHEEMESMSREIEERKE  and members of senior management, and will receive a comprehensive,
(Socr'n;; with | B WEESEE - EXFEEFAEM  formal and tailored induction on the first occasion of his/her appointment,

Requirement

REOMERK - FEIBRZETZER
RN B2 EBEE - AR ERBRE
AARRERREBE - EWHRA - &
MEERAMARR 2 BB R ER
ZEE - ARMESREEMERLEHE
BENBEERNTE MEEEMA
AR RIREEN AR A B AABEE
BB B EL M B RRHE -

E=RE:

>  WREGREEE

> RIEFHZETR

> BRESMEREREARMNZE
BRAEZHETT I

> WRMBERANEENERE -
EBENRERER -

MEELLTRERNBZEEHET AT -
FEaEGEARNRREMBAR U
PERIZFF MNERESAE - WHERBA TSRS
REMEAEEENA EMARAIZAR

-
E °

ARrLzeFRESTSTAI (MRSt Al)
NEMEEARE ZKM ] 21585 -
AR RAD KM —EMER EHH
AP+ Pz (RSP (TSpRI1)
FRENEEREEESRENITRT
8l - AARERAEERIELFES
A MRS IR B & T TR R <F<T
AIFTREME R B BB FIRLE -

so as to ensure that he/she has a proper understanding of the operations
and business of the Company, and that he/she is fully aware of his/her
responsibilities under statute and common law, the Listing Rules, other
regulatory requirements, and especially the governance policies of the
Company. The Company Secretary will continuously update and refresh
Directors on areas regarding their responsibilities and relevant regulations.
All Directors are required to disclose to the Company their offices held in
public companies or organisations and other significant commitments.

The Directors are responsible for:

> ensuring continuity of leadership;

>  development of sound business strategies;

> availability of adequate capital and managerial resources to implement
the business strategies adopted; and

> adequacy of systems of financial and internal controls and conduct of
business in conformity with applicable laws and regulations.

Ms Estella Y.K. Ng is our Qualified Accountant. She is responsible for
oversight of the financial reporting procedures and internal controls of the
Company and its subsidiaries and compliance with the requirements under
the Listing Rules with regard to financial reporting and other accounting-
related issues.

We have set out guidelines regarding securities transactions by Directors
under “transactions in the Company’s shares” in our Code of Conduct (the
“Code of Conduct”), which are on terms no less exacting than the required
standard set out in the Model Code contained in Appendix 10 to the Listing
Rules (the “Code"). Specific enquiry has been made to all Directors who
have confirmed that they have complied with the required standard set

out in the Code and the Code of Conduct regarding Directors’ securities
transactions.

Coiﬂlgﬁffber SF AR Code Provision
A6 BRIERRER Supply of and Access to Information
ERERFERMEENEER £ Directors should be provided in a timely manner with appropriate
REEAFESRMEZIEARER 2  information in such form and of such quality as will enable them to make
IS TMELRRE - WAEEITEE/AZA  an informed decision and to discharge their duties and responsibilities as
AIESCHEREE - Directors of the Company.
AR
Compliance TEERER Corporate Governance Practices
Status
Y EERNSLEEN @Y - EERES  Full Board or Committee papers will be sent to all Directors at least three
e DeRstEBTe R AN =KAIZXT days before the intended date of a Board Meeting or Committee meeting.
Exc:é;,ing FrEES - EEEBEAEERNEEZE  Management has supplied the Board and its Committees with adequate

Requirement

BRERHERNEE  UREERR
BREBENMELRERNRERNZERH
ZEAEREMER - HEEBNT - B
BESERLFEEERSE MAES
HERRGSEBARREBHEKE
B REFEREHE—FEH - WA
ERHE & S R EIEAR -

information and explanations so as to enable them to make an informed
assessment of the financial and other information put before the Board and
its Committees for approval. Management is also invited to join the Board
Meetings where appropriate. All the Directors are entitled to have access
to timely information in relation to our business and make further enquiries
where necessary, and they can have separate and independent access to
senior management.

EEEEERAR — T2/ TLFFR



BEERSREE AENFH Remuneration of Directors and Senior Management

PRI

Code Number FRNES Code Provision
B.1 TR FEZ K FRAK The Level and Make-up of Remuneration and Disclosure
FER B ERMEFERE 22 » LAHIET  There should be a formal and transparent procedure for setting policy on
BRASITEEME 2R REISESE  Executive Directors’ remuneration and for fixing the remuneration packages
NS - for all Directors.
AR
Compliance TEERER Corporate Governance Practices
Status
v RERTNESE Nomination and Remuneration Committee
BERFHMZEES TN _ZEZ=F% A Nomination and Remuneration Committee was set up in 2003,
BELSF IR ST >, HEP S A -~ P . . .
Bl 3 HRKEREMEEIEHITES - constituted by four Independent Non-Executive Directors, namely Mr H.K.
pEREEE | DR ADESSE (FEEEEXE) M Cheng (Chairman of the Committee), Ms Laura L.Y. Chen, Mr Simon S.O. Ip
Exceeding

requirement
with a deviation
from
Recommended
Best Practice

Lozt  EHRRERBOTEL -
ZEEEERRTERAEMERAN
BRz#HE  BREEEFHEABZEX
KB BEENEREBEABZ KK
Rt ERNE - RZ2FX Tt
FERN  ZEFBITTRGH  UE
Bl (B E=RAKZKERE

ZREZBEREDT (EHAEATF
PR URE)

(a) THEBEFRZEE  AHK
KB (BIEEE e - MBALR)
Wt ERIFE #BMEERIRLEZE
%

(b) MEAREEERAHEESZ
ANE - WA RMEREEKAEED
BHBEREES -

(c) FHMEBIIEMITES 2B

d) BREEEFABHZEEEZMA
FAEEARES LEE RITIREE)
ZHEEENEZRREHES

() MARBEHEFMSRERA
S2MEBRREE  ARBEBBREA
HEZERARLEREZIERF @ MEF
BlehE

and MrYork Liao. Regular meetings were held to review human resources
issues, including significant Group-wide changes in salary structure and
terms and conditions affecting Directors and senior management. The
Committee met once in 2006/07 to review, inter alia, the composition of
existing Board members and the Directors’ remuneration.

Its terms of reference, which are accessible to all via our website, are as
follows:

(a)  toreview the structure, size and composition (including the skills,
knowledge and experience) of the Board on a regular basis and make
recommendations to the Board regarding any proposed changes;

(b)  toidentify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the selection of
individuals nominated for directorships;

(c) toassess the independence of Independent Non-Executive Directors;

(d) to make recommendations to the Board on relevant matters relating to
the appointment or re-appointment of Directors and succession planning for
Directors in particular the Chairman and the Chief Executive Officer;

(e)  to make recommendations to the Board on the Company'’s policy and
structure for all remuneration of Directors and senior management and on
the establishment of a formal and transparent procedure for developing
policy on such remuneration;

HANG LUNG GROUP LIMITED ANNUAL REPORT 2006/07
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(f)  to have the delegated responsibility to determine the specific
remuneration packages of all Executive Directors and senior management,
including benefits in kind, pension rights and compensation payments,
including any compensation payable for loss or termination of their office or
appointment, and make recommendations to the Board on the remuneration
of Independent Non-Executive Directors. The Committee shall consider
factors such as salaries paid by comparable companies, time commitment
and responsibilities of the Directors, employment conditions elsewhere in
the Group and desirability of performance-based remuneration;

(g) to review and approve performance-based remuneration by reference
to corporate goals and objectives resolved by the Board from time to time;

(h)  to review and approve the compensation payable to Executive
Directors and senior management in connection with any loss or termination
of their office or appointment to ensure that such compensation is
determined in accordance with relevant contractual terms and that such
compensation is otherwise fair and not excessive for the Company;

(i) toreview and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that such
arrangements are determined in accordance with relevant contractual
terms and that any compensation payment is otherwise reasonable and
appropriate;

()  toensure that provisions regarding disclosure of remuneration,
including pensions, as set out in the Companies Ordinance and Listing
Rules, are fulfilled;

(k) to ensure that no Director or any of his/her associates is involved in
deciding his/her own remuneration; and

() toreport back to the Board on their decisions or recommendation.

The remuneration package of Directors and senior management, including
discretionary bonus and share options, is based on the following criteria:

their individual performance

skill and knowledge

involvement in the Group’s affairs

their achievement of business targets
performance and profitability of the Group

YYVVY

The Committee obtains benchmark reports from internal and external
sources for evaluation of market trends and the competitive levels of
remuneration being offered to Directors and senior management. Sufficient
resources are provided to the Committee to discharge its duty. The
Committee will consult the Chairman and the Chief Executive Officer about
their proposals relating to the remuneration of other Executive Directors and
have access to professional advice if considered necessary.

The Recommended Best Practice to disclose the remuneration of senior
management has not been adopted as it is considered to be not appropriate.
Only details of Directors’ remuneration are disclosed on an individual and
named basis.

EBEEEERIF —



52 & #% & Accountability and Audit

SRR
Code Number

SFRIMRSZ

Code Provision

C1 BIHER Financial Reporting
EEREMARINKRE « BN KEAIEIE  The Board should present a balanced, clear and comprehensible assessment
BT BB SIBR 2T - of the Company's performance, position and prospects.
ARMR
Compliance TEERER Corporate Governance Practices
Status
4 BEUANRINFELE AL ERSE  Directors acknowledge their responsibility for preparing the financial
g NG SHRERAEST  WREFTERA  statements on a going concern basis, with supporting assumptions or
ﬁﬂ};{%g%i IR IEHAENRRFMEEER - qualifications as necessary. The Company'’s financial statements are
tiﬁﬁ%_’f;ﬁ RAT SR TIEMB MR 8) - A prepared in accordance with the Listing Rules, Companies Ordinance and
xceedl

requirement
with a deviation
from
Recommended
Best Practice

AEPI R BB DR ERRAIRFAIZ AR
EMime - WERERAGE SR
RIEREERESE 2 HIEMfEEt - BE
RER - PHRE - REGFRASRE
AR BIALE R B R B A R S
BAORRIMAR R ZARR AT RIE T
F BT R R SRR 2 R

AIMEEUBHRIT A BERFE
AT ARMEZRRBNRARS @ R

HEERAA ©

also the accounting principles and practices generally accepted in Hong
Kong. Appropriate accounting policies are selected and applied consistently;
judgements and estimates made are prudent and reasonable. The Directors
endeavour to ensure a balanced, clear and understandable assessment of
the Company'’s position and prospects in annual reports, interim reports,
price-sensitive announcements and other disclosures required under the
Listing Rules and other statutory requirements.

The Recommended Best Practice to publish quarterly financial results has
not been adopted as it is not practical and not cost effective for property
developer.

Coiﬂﬂﬁfmr SF AR Code Provision
C.2 A EBEE Internal Controls
EEPEERANATHANEPESIEZFEE  The Board should ensure that the Company maintains sound and effective
RZEMEBAR - MREMRERIZRE R  internal controls to safeguard the shareholders’ investment and the
RARIHEE o Company'’s assets.
BRI
Compliance TEERER Corporate Governance Practices
Status
Y B R ITE NSRBI 24T - FERIA We maintain a good internal control environment to enable the internal
. HRES I Z ISR EM B A o #B5FSF  control systems and procedures to perform effectively. The Code of
Eché&ing BIEFAREB 7 ¥BRE - EAMAE  Conduct details the Group's philosophy in running its business and acts as a

Requirement
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HAIERER AR A TR 15 HE SR IR AR (B 61
RER - WEBFHERBMALAE °

benchmark for all staff to follow.

Internal control systems have been designed to allow us to monitor the
Group's overall financial position, safeguard its assets against loss and
misappropriation, to provide reasonable assurance against fraud and errors,
and to manage the risk in failing to achieve the Group's objectives.

We have a well defined specific limit of authority governing activities of
the Executive Committee, Directors, executives and senior staff. Annual
and mid-year budgets on all capital and revenue items are prepared and
approved by us before being adopted. \We monitor the business activities
closely and review monthly financial results of operations against budgets.
We also review and update the internal controls to meet upcoming
challenges.

We take extreme precautionary measures in the handling of price-sensitive
information. Such information is restricted to a need-to-know basis.
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We maintain an internal audit department which is independent of our daily
operations and accounting functions. The Internal Auditor reports directly to
the Audit Committee. To enhance the comprehensiveness and effectiveness
of the internal audit function, the Audit Committee commissioned the
external auditors to jointly design an internal audit programme based on
risk assessment methodology with the Internal Auditor in 2003, and such
programme had been adopted by the Audit Committee and reviewed
annually. On a monthly basis, the Internal Auditor discusses with the
management on his internal audit reviews and findings, and obtains
management'’s responses on various issues. Internal audit reports are
prepared for the Audit Committee every quarter.

Formal meetings are held every six months between the Internal Auditor
and the Audit Committee to discuss internal audit issues. During Audit
Committee meetings, the Audit Committee also enquires on financial and
internal control matters with the external auditors. The Audit Committee has
the authority to have direct discussion with external auditors in the absence
of management if deemed necessary, and they meet at least once annually
for this purpose. One Executive Director is present at the Audit Committee
meetings to answer enquiries from the Audit Committee and to report to the
Board of Directors on matters arising.

We acknowledge that it is our responsibility to maintain effective risk
management and internal control systems and to review them twice a year.
\We manage risks by strategic planning, appointing appropriately qualified
and experienced personnel at senior management positions, monitoring

the Group's performance regularly, maintaining effective control over capital
expenditure and investments, and setting a high level of Code of Conduct for
all Directors and employees to follow.

We have conducted a review covering all material controls, including
financial, operational and compliance controls and risk management
functions of the Company and its subsidiaries for the financial year ended 30
June 2007 and were satisfied that an effective and adequate internal control
system had been in operation. We came to such conclusion based on our
clearly set company policies and procedures, specific limits of authority,
budgetary controls, regular monitoring of performance and the reports from
both the external auditors and the Internal Auditor.

We confirm that there have been no major changes in the nature and
extent of significant risks faced by us from the previous financial year, and
we have the ability to respond to any such changes in our business and
the external environment. Furthermore, there were no significant internal
control problems encountered during the year. We closely monitor our
system of internal control, and had received further assurance from the
Audit Committee that the internal audit function has been functioning
effectively. We have complied with the Code Provisions set out in the Code
on Corporate Governance Practices in respect of maintaining an effective
internal control system.
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SFRIERSE
Code Number

Code Provision

C.3 FERESE Audit Committee
EEZRE A ERMIEERMALEL  The Board should establish formal and transparent arrangements for
70 R Bl R el A BR RN B BREDEE considering how it will apply the financial reporting and internal control
MEAERIEL ER R EBHE LT - principles and for maintaining an appropriate relationship with the
Company’s auditors.
AR
Compliance TEERER Corporate Governance Practices
Status
V4 FRFESETTR—NNNERESERH  An Audit Committee was established by the Board in 1999, which
. VA EWE@%EE%?%%?F%??%% * comprises four Independent Non-Executive Directors with appropriate
Exceeding | D AIREHZRAE (REEEF) - B academic and professional qualifications or related financial management

Requirement
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expertise, namely, Mr Simon S.O. Ip (Chairman of the Committee),

Mr H.K. Cheng, Ms Laura L.Y. Chen and Mr York Liao. Meetings are held

at least two to three times a year and are attended by external and internal
auditors, the Finance Director and the Company Secretary for the purpose
of discussing the nature and scope of internal audit work and assessing the
Group's internal controls. Separate meetings will also be held with external
auditor (in the absence of management) as and when required. The Audit
Committee held two meetings in 2006/07.

Its terms of reference, which are accessible to all via our website, are as
follows:

Relationship with the Company’s auditors

(a)  to be primarily responsible for making recommendations to the Board
on the appointment, re-appointment and removal of the external auditor,
and to approve the remuneration and terms of engagement of the external
auditor, and any questions of resignation or dismissal of that auditor;

(b)  to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in accordance with
applicable standard, and discuss with the auditor the nature and scope of
the audit and reporting obligations before the audit commences;

(c)  to develop and implement policy on the engagement of an external
auditor to supply non-audit services (for this purpose, external auditor shall
include any entity that is under common control, ownership or management
with the audit firm or any entity that a reasonable and informed third party
having knowledge of all relevant information would reasonably conclude

as part of the audit firm nationally or internationally), and report to the
Board, identifying any matters in respect of which it considers that action or
improvement is needed and making recommendations as to the steps to be
taken;

Review of financial information of the Company

(d)  to monitor integrity of financial statements, annual report and accounts
and half-year report and to review significant financial reporting judgements
contained within them, focusing particularly on:

(i) any changes in accounting policies and practices;

(i) major judgmental areas;

(i)  significant adjustments resulting from audit;

(iv) the going concern assumptions and any qualifications;

(v)  compliance with accounting standards; and
(vi)  compliance with the Listing Rules and other legal requirements in
relation to financial reporting;
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(e) inregard to (d) above:

(i) members of the Committee must liaise with the Board of Directors,
senior management and the person appointed as the Company'’s qualified
accountant and the Committee must meet, at least once a year, with the
Company’s auditors; and

(i) the Committee shall consider any significant or unusual items that are,
or may need to be, reflected in such reports and financial statements and
must give due consideration to any matters that have been raised by the
Company's qualified accountant, compliance officer or auditors;

Oversight of the Company's financial reporting system and internal
control procedures

(f)  to review financial controls, internal control and risk management
systems;

(g) to discuss with management the system of internal control and ensure
that management has discharged its duty to have an effective internal
control system;

(h)  to consider any findings of major investigations of internal control
matters as delegated by the Board or on its own initiative and management's
response;

(i) where an internal audit function exists, to ensure co-ordination
between the internal and external auditors, and to ensure that the internal
audit function is adequately resourced and has appropriate standing within
the Company, and to review and monitor the effectiveness of the internal
audit function;

()  toreview the Group's financial and accounting policies and practices;

(k) to review the external auditor’s management letter, any material
queries raised by the auditor to management in respect of the accounting
records, financial accounts or systems of control and management'’s
response;

() to ensure that the Board will provide a timely response to the issues

raised in the external auditor's management letter;

(m) to report to the Board on the matters set out in the code provisions
for Audit Committee in the Code on Corporate Governance Practices of the
Listing Rules;

(n)  to consider other topics, as defined by the Board;
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Other duties

(o)  to review arrangements by which employees may, in confidence, raise
concerns about possible improprieties in financial reporting, internal control
or other matters;

(p)  to act as the key representative body for overseeing the Company’s
relation with the external auditor; and

(g)  to report their decisions or recommendation to the Board.

The Committee is authorised by the Board to investigate any activity

within its terms of reference; to seek any information it requires from any
employee and all employees are directed to co-operate with any requests
made by the Committee; to obtain outside legal or other independent
professional advice; and to secure the attendance of outsiders with relevant
experience and expertise to their meetings if necessary. Sufficient resources
are provided to the Committee to discharge its duty.

During the year, the Audit Committee has performed, inter alia, the
followings:

o reviewed and obtained explanation from management and the external
auditors on the interim (unaudited) and annual results, including causes of
changes from previous period, effect on the application of new accounting
policies, compliance with the Listing Rules and relevant legislation, and any
audit issues, before recommending their adoption by the Board of Directors;

o considered and proposed to the Board on the re-appointment of KPMG
as the Company’s external auditors;

o considered and approved the procedures and guidelines in employing
the external auditors to perform non-audit assignments for the Company;

o received and reviewed the internal audit reports from the Internal
Auditor;

o meeting with the external auditors in the absence of management to
discuss any audit issues;

o meeting with the Internal Auditor in private to discuss on internal audit
issues,

o approved the internal audit programme for 2006/07; and

o carried out an annual review of the internal control system of the
Company.
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D EE5# HHEE Delegation by the Board

Coiﬂ;{ﬁjﬁﬁber FRNES Code Provision
D.1 EEIHE Management Functions
ARAFIEE—IEIEXNRTEERTSEIEK * 7] The Company should have a formal schedule of matters specifically reserved
HENEEEERIEREZEENEE  to the Board and those delegated to management.
BIREAE 2 EE -
AR
Compliance TEERER Corporate Governance Practices
Status
v SREIEABBEEHEEERSME  Senior management, comprising assistant directors and senior managers, is
1B HEEKIHTEBEENETASE  responsible for the day-to-day operations and administration function of the
SA AT s Pt N . e e _
Complywith | BZBABBERITHER - EFERE4  Group under the leadership of the Executive Directors. The Board has given

Requirement

TRREEARBHES - ARESUERD
LETRASREZRILE  SREEA
ERARRARAELIRTE - EFRK
HEREBABUEHREZERE
B RTEERREZRENTE - A
SE 2 EBEE - RIEPBMEREE
BHER - UWRETERZERIER
AREER—BRERERL S L -
REBBAARAZMAF °

clear directions to management as to the matters that must be approved

by the Board before decisions are made on behalf of the Company. The
types of decisions to be delegated by the Board to management include
implementation of the strategy and direction determined by the Board,
operation of the Group's businesses, preparation of financial statements and
operating budgets, and compliance with applicable laws and regulations.
These arrangements will be reviewed periodically to ensure that they remain
appropriate to our needs.

Coiﬂ&ﬁfber <F IR Code Provision
D.2 EERETHWEZESS Board Committees
EERETRKEESNNIEIIEEME  Board Committees should be formed with specific written terms of
B TRESE - AR EE S 2 reference which deal clearly with the committees’ authority and duties.
IRBE -
AR
Compliance TEERER Corporate Governance Practices
Status
V4 HITESE  BRZEEEVEERFH Executive Committee, Audit Committee, and Nomination and
P ZE8E2HFIR—N/NE - —NLANE  Remuneration Committee were formed in 1989, 1999 and 2003
CoTngly with —EBE=FRYT - AEZZESEHM  respectively. Information on Audit Committee and Nomination and

Requirement
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Remuneration Committee can be found in Code Numbers C.3 and B.1
above.

Executive Committee

The Executive Committee of the Board of Directors of the Company

was formed in 1989. Its members are all the Executive Directors of the
Company, namely, Mr Ronnie C. Chan, Mr Nelson W.L. Yuen and Mr Terry S.
Ng, who meet regularly to establish the strategic direction of the Company,
and to monitor the performance of management. Clear terms of reference
have been adopted by the Board, and guidelines were also set up for
certain issues requiring Board approval. Each of the Committee members
has full understanding on determining which issues require a decision of
the full Board and which are delegated by the Board to the Committee or
management.
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SRR
Code Number

SFRMRSC

Code Provision

E.1 BREE Effective communication
EERERNEREFERZEE - &4 The Board should endeavour to maintain an on-going dialogue with
HERHRRBFEASSEMIRER S  shareholders and in particular, use annual general meetings or other
RRERE B RSB 2 28 o general meetings to communicate with shareholders and encourage their
participation.
ARMR
Compliance TEERER Corporate Governance Practices
Status
J7 RATZIBEAE AEEREREFIZMH  Our AGM provides a good opportunity for communication between the
ERRHE BERNKEEE®@ 7 TE— Board and the shareholders. Chairmen of the Board and Committees are
fré?rlﬂw%_i M B E ARSI EIZEH 2B - m4h  normally present to answer queries raised by shareholders. External auditors
omply wi

Requirement
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also attend the AGM every year. Notice of the AGM and related papers

are sent to shareholders at least 21 calendar days before the meeting.
Each separate issue is proposed by a separate resolution by the Chairman.
The meeting is well participated by shareholders. Eight Directors (out of
nine), including Chairman of the Board, Chairman of Audit Committee and
Chairman of Nomination and Remuneration Committee attended last year's
AGM.

On the requisition of our shareholders holding not less than 5% of our paid-
up capital as at the date of the deposit of the requisition carrying the right
of voting at our general meetings, our Directors shall forthwith proceed to
convene an extraordinary general meeting.

Specific enquiries and suggestions by shareholders can be sent in writing to
the Board or the Company Secretary at our registered address or by e-mail
to our website.
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Coiﬂlgﬁjfber SFRE Code Provision
E2 URE L7 % Voting by Poll
AANREFHBARREARE KR The Company should regularly inform shareholders of the procedure for
HIEF - WHERAS Eh3ERIEB AR voting by poll and ensure compliance with the requirements about voting
ERARARORTERARGINELEEZTR by poll contained in the Listing Rules and the Company's constitutional
X o documents.
ARMR
Compliance TEERER Corporate Governance Practices
Status
V4 ARrEREBERSE (f: ZTERFEE Our last AGM was held on 9 November 2006 (“2006 AGM") at our
ZBERE ) R-ZFRE+— AN registered office. Notice convening the 2006 AGM had detailed the
f‘%?ﬂ'ﬂ‘*i BHEARQE 2 EMERSE1T - BBR  procedures for and the rights of shareholders to demand a poll. The meeting
omply with

Requirement
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was attended by 99 shareholders present in person or by proxy. At the
meeting, the Chairman had demanded a poll on each of the resolutions
submitted for voting, and the shareholders adopted the financial statements,
re-elected Directors, re-appointed auditors and renewed general mandate.
All resolutions tabled at the 2006 AGM were voted on by poll, and the
results of poll voting were posted on our website in the evening on the
same day and published in the following day’s newspapers.

We will continue our practice of voting by poll on all resolutions to be
proposed at the forthcoming and future AGMs.

The Board confirms that there are no changes proposed to the Articles

of Association of the Company at the forthcoming AGM to be held on 5
November 2007 (“2007 AGM"). The important shareholders’ dates for the
coming financial year, which include the Board Meetings for the declaration
of interim and final dividends for the year ending 30 June 2008 and the
AGM, are expected to be similar to this year’s timing at around mid-
February 2008, mid-August 2008 and in November 2008 respectively.
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B BEE 1% & Voluntary Disclosure

F1 ZE T2 Auditors’ Remuneration
“ETERNFEEZBFAS b IRESE  KPMG was re-appointed as our external auditor by shareholders at the 2006
BEZIEERESHIERKAAZRLAT  AGM until the conclusion of the 2007 AGM. They are primarily responsible
ZHNEBIZERD BEE T HFE 2 for providing audit services in connection with the annual consolidated
FRGAHI - BEZEFBEFETIFAFE  financial statements.
(R A IS RERIR AL BURTS ©
FR - NFINEREEAEZE RS2 During the year, the total remuneration in respect of statutory audit services
RS AAB BN TEIT o IEIME  provided by the external auditors amounted to HK$7.6 million. They also
ERERS LEMRE FASEE - %% provided taxation services and advisory services to the Group to the value of
ea HABEN+ET - HK$0.4 million.

F2 BTFTE Code of Conduct
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We have adopted a corporate code of conduct since 1994 (“the Code of
Conduct”) which is updated from time to time, setting out clear guidelines
for employees on matters such as:

> soliciting or accepting advantages;

>  offering advantages;

> observing local laws when working in another jurisdiction;
> handling of conflict of interests situations;

> handling confidential information/company property;

> use of information and communication systems;

> compliance with the Code of Conduct; and

> transactions in the Company'’s shares.

The Code of Conduct also sets out guidelines on matters in relation to
suppliers and contractors; customers and consumers; responsibilities to
shareholders and the financial community; employment practices; and
responsibilities to the community.

In order to monitor and enforce the compliance of the Code of Conduct,
functional managers are responsible for ensuring their subordinates
understand well and comply with the standards and requirements as
stipulated. Any violation thereof will result in the employee being disciplined,
including termination of employment. Suspected corruption or other forms
of criminality will be reported to the Independent Commission Against
Corruption or appropriate authorities. The Executive Directors will also
answer directly to any Board member for impartial and efficient handling

of complaints received from all shareholders and potential shareholders;
customers and consumers; suppliers and contractors and our employees.

Also, all employees above a designated level are required to complete and
sign a Statement of Interest annually declaring their interest, directly or
indirectly, with the Company and our subsidiaries and associated companies,
so as to make sure that all operations are managed in accordance with the
highest standards of practice and corporate governance.
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CORPORATE GOVERNANCE
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Transparency and Disclosure
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We are committed to disclose relevant information on our activities

to our shareholders and investors through regular analysts’ briefings,

press conferences and press releases, e-mails and our website, apart
from our annual and interim reports. All inquiries and proposals received
from shareholders, investors, media or the public are responded to by
Executive Directors, Company Secretary or appropriate members of senior
management.

The Company'’s information including the terms of reference of Board
Committees is also accessible to all via our website. Terms of reference
of Board Committees are also available on request. Besides providing
traditional financial data, our website also includes the most current
information including properties available for sale and let, latest issued
capital, updated substantial shareholders’ interests in shares, major
corporate events and frequently asked questions.

Al

NRIERHRMNEEMREIEERIFR
BE - HAIEHERARBNERERTER
ETER UWHE-TRARMOLEE

AR - HERM Y KEFREE °

Moving Forward

Corporate governance is essential to our operation and strategic
development. We undertake to conduct a review on our corporate
governance practices annually with an aim to further upgrade our
corporate governance standard to meet with international best practices.
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