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CORPORATE
GOVERNANCE
REPORT
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The Company recognises that good corporate governance standards

maintained throughout the Group serve as an effective risk
management for the Company. The Board of Directors (the “Board”)
of the Company commits to lead the Group in an efficient manner
based on corporate missions in terms of business strategies and
improved operational planning and procedures which are enforced
under high corporate governance standard.
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CORPORATE GOVERNANCE PRACTICES

The Company has complied throughout the year with the
Code of Best Practice as set out in Appendix 14 of the Listing
Rules, which were in force prior to 1st January 2005, except that
the independent non-executive directors are not appointed
for specific terms as required by paragraph 7 of the Code of
Best Practice, but are subject to retirement by rotation and re-
election at the annual general meeting in accordance with the
Company's Articles of Association.

The Code on Corporate Governance Practices as promulgated
by the Stock Exchange became effective on 1st January
2005, which provides the code provisions (the “Code”) and
recommended best practices for corporate governance
practices by listed companies. The Company has applied the
principles of the Code and to a certain extent the recommended
best practices of the Code. The Company considers that its
prevailing structures and systems satisfied the requirements
of the Code. The Company will continue to enhance the
corporate governance standards throughout the Group
and ensure further standards to be put in place by reference
to the recommended best practices whenever suitable and
appropriate.
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(2) CORPORATE MANAGEMENT

2 2@

Board of Directors

The Board reviews and approves corporate matters such
as business strategies and investments, mergers and
acquisitions, as well as the general administrative and
management of the Group.

The Board currently consists of 14 directors, of which 6 are
executive directors, 5 are non-executive directors and 3 are
independent non-executive directors:-

Executive directors

Mr. OEl Kang, Eric (Managing Director and Chief Executive
Officer)

Mr. CHEN Libo (Chief Operating Officer)

Mr. TSANG Sai Chung, Kirk (Company Secretary)

Ms. SO Hang, Selina (Chief Financial Officer)

Mr. TANG Sau Wai, Tom

Mr. CHENG Sum Hing, Sam

Non-executive directors

Mr. OEl Tjie Goan (Chairman)

Mr. LI Xueming (Deputy Chairman)
Mr. XU Zheng (Deputy Chairman)
Mr. LIU Guolin

Mr. FAN Yan Hok, Philip
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Independent non-executive directors

Mr. CHUNG Cho Yee, Mico
Mr. CHENG Yuk Wo
Mr. Albert Thomas DA ROSA, Junior

Mr. OEI Tjie Goan, the chairman of the Company, is the
father of Mr. OEl Kang, Eric, the Managing Director and
Chief Executive Officer of the Company. The role of the
Chairman and the Managing Director and Chief Executive
Officer are segregated and are not exercised by the same
individual. Apart from that, any other member of the
board do not have any relationship (including financial,
business, family or other material/relevant relationship(s))
with the Chairman and/or the Managing Director and
Chief Executive Officer.

Members of the Board are professionally qualified and
experienced personnelsoas to bringin valuable contribution
and various professional advices and consultancy for the
development of the Company. More than one-half of
the Board members have recognised professional, legal,
construction and accounting qualifications.

The Independent non-executive directors have signed
the Declaration of Independence to confirm that they are
independent in accordance with Rule 3.13 and paragraph
12B of Appendix 16 of the Listing Rules.
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Pursuant to the Articles of Association, one third of the
Board or, if their number is not three or a multiple of
three, then the number nearest one third, shall retire from
office at each annual general meeting. The Directors to
retire in every year shall be those who have been longest
in office since their last election but as between persons
who became Directors on the same day those to retire
shall (unless they otherwise agree between themselves) be
determined by lot. The retiring Directors shall be eligible
for re-election. In addition, every director appointed by the
Board either to fill a casual vacancy or as an addition to the
existing Board shall hold office only until the next following
annual general meeting of the Company and shall then
be eligible for re-election at that meeting. The Articles of
Association also provide that the managing director of the
Company shall not be subject to rotation for retirement
at each annual general meeting of the Company. In this
regard, Mr. XU Zheng, Mr. CHEN Libo, Mr. LIU Guolin, Mr.
FAN Yan Hok, Philip and Mr. CHENG Sum Hing, Sam shall
retire and, being eligible, offer themselves for re-election at
the forthcoming annual general meeting of the Company
to be held on 13th June 2006.

The term of appointment of non-executive directors is in
accordance with the articles of association of the Company
which rotate for re-election not exceeding every 3 years in
the annual general meeting of the Company.
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Save for the board meetings held among the executive
directors during the normal course of business of the
Company, the Board has had regular board meetings in
accordance with the Code and Mr. OEl Kang, Eric, Mr.
CHEN Libo, Mr. TSANG Sai Chung, Kirk, Ms. SO Hang,
Selina, Mr. TANG Sau Wai, Tom and Mr. CHENG Sum
Hing, Sam would normally attend the board meetings. In
every board meeting, resolutions are passed on behalf of
the Board of Directors and authorise top management to
implement the decisions. During the year, the Company
held 4 board meetings which include the presence of both
non-executive directors and independent non-executive
directors.

Other Committees

There are three committees established under the Board,
namely Audit Committee, Remuneration Committee and
Nomination Committee.

BREARTDABREBTRTESRONESTSSRIN
EERCRETIESRRTESTS S BAIKLE K
MORSEE - BAUBEL  BRIT KL - BRELRER
BELREEHRESSEE NEEFgeE  EF
BEBAERR  ITREEESEEMRER - FA K
ARERTOREFEEH - FNTEF RBILIFNT
BE=HAHESE

(a) Audit Committee

The Audit Committee consists of one non-executive
director, Mr. FAN Yan Hok, Philip and three
independent non-executive directors of the Company,
Mr. CHUNG Cho Yee, Mico, Mr. CHENG Yuk Wo and
Mr. Albert Thomas DA ROSA, Junior, three of whom
possess recognised professional qualification in legal,
finance and accounting and have proven experience
in legal, audit, finance and accounting. The Chairman
of the Audit Committee shall be determined in each
meeting and must be an independent non-executive
director.

The Audit Committee is to assist the Board of Directors
to establish formal and transparent arrangements for
considering how it will apply the financial reporting
and internal control principles and for maintaining an
appropriate relationship with the Company’s auditors.
The functions of the Audit Committee include but not
limited to the following:

Considering and reviewing the appointment,
resignation and removal of external auditors and
their fees

Reviewing the interim and annual results of the
Group

Discussing with the external auditors issues of
significance during the annual audit of the Group
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The terms of reference of the Audit Committee follow
the guidelines set out by the Hong Kong Institute of
Certified Public Accountants and have been updated
on terms no less exacting those set out in the Code.

The works of the Audit Committee during the year
under review included:-

Reviewed the 2005 interim results and annual
results of the Group

Discussed with the management of the Company
over the completeness, fairess and adequate
accounting standards and policies of the Group
in the preparation of the 2005 interim and annual
financial statements

Reviewed and discussed with the external auditors
over the financial reporting of the Company
Recommended to the Board, for the approval
by shareholders, of the re-appointment of the
auditors

The Audit Committee met twice in 2005. M.
CHUNG Cho Yee, Mico, Mr. CHENG Yuk Wo, Mr.
Albert Thomas DA ROSA, Junior and Mr. FAN Yan
Hok, Philip attended the committee meetings. Each
committee meeting was supplied with the necessary
financial information of the Group for the members
to consider, review and assess matters of significance
arising from the work conducted.
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(b) Remuneration Committee

(b)

The Remuneration Committee consists of one non-
executive director, Mr. FAN Yan Hok, Philip and three
independent non-executive directors of the Company,
Mr. CHUNG Cho Yee, Mico, Mr. CHENG Yuk Wo and
Mr. Albert Thomas DA ROSA, Junior. The Chairman
of the Remuneration Committee shall be determined
in each meeting and must be an independent non-
executive director.

The terms of reference of the Remuneration Committee
follow with the Code. The committee meets at least
once a year.

The main function of the Remuneration Committee is
to assist the Board of Directors to establish a formal and
transparent procedure for setting policy on Executive’s
remuneration and for fixing the remuneration packages
for all directors and senior management. The works of
the Remuneration Committee include determining
the policy for the remuneration of the Group's senior
management including executive directors and other
senior staff, assessing their performance and approving
the terms of their service contracts.
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(c) Nomination Committee

(c)

The Nomination Committee consists of one non-
executive director, Mr. FAN Yan Hok, Philip and three
independent non-executive directors of the Company,
Mr. CHUNG Cho Yee, Mico, Mr. CHENG Yuk Wo and
Mr. Albert Thomas DA ROSA, Junior. The Chairman
of the Nomination Committee shall be determined
in each meeting and must be an independent non-
executive director.

The terms of reference of the Nomination Committee
follow with the Code. The committee meets at least
once a year.

The main function of the Nomination Committee
is to assist the Board of Directors to make
recommendation to the Board of Directors to
ensure that all nominations are fair and transparent.
The works of the Nomination Committee includes
determining the policy for the nomination of directors.
The works of the Nomination Committee included
reviewing the structure, size and composition (including
the skills, knowledge and experience) of the Board and
making recommendations to the Board regarding any
proposed change and determining the policy for the
nomination of directors.
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(4)

(5)

CORPORATE COMMUNICATION

The Company channels corporate information of the Group
to the shareholders in a timely and accurate manner. Printed
copies of the Annual Report 2004 and Interim Report 2005
were duly sent to all shareholders. At the annual general
meeting to be convened on 13th June 2006, the shareholders
of the Company will have an opportunity to discuss with the
top management and will have a clear understanding on the
current business activities of the Group.

AUDITORS’ REMUNERATION
For the year ended 31 December 2005, the Auditors of the

Company received approximately HK$2.95 million for audit
service and HK$0.12 million for tax and consultancy services.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct (the “Company’s
Code”) regarding securities transactions by directors and
employees of the Group based on terms no less exacting than
the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers in Appendix 10 of the
Listing Rules. A copy of the Company’s Code was sent to each
director and the relevant employees of the Group as required
under the Company’s Code. All the directors have confirmed
that they have complied with the required standards set out in
the Company's Code.
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(6) CORPORATE CONTROL

(6)

The Board has overall responsibility in monitoring the process
of corporate reporting and control system throughout the
Group. The corporate reporting standards are delegated to the
Finance Department in terms of proper and regular reviews on
the deployment of resources and financial reporting systems.
The corporate governance practices and compliance with
the Listing Rules, Securities and Futures Ordinance and other
applicable regulations are delegated to the Legal and Company
Secretarial Department. The management of the Company
reviews the reporting systems with the executive directors
regularly and the Audit Committee annually.
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(7) INTERNAL CONTROL

()

The Board has overall responsibilities for maintaining a sound
and effective internal control system of the Group. The Group's
system of internal control includes a defined management
structure with limits of authority, which is designed to assist
achievement of business objectives, safeguard assets against
unauthorised use or disposition, ensure the maintenance of
proper accounting records for the provision of reliable financial
information for internal use, and ensure compliance with
relevant legislation and regulations. The system is designed
to provide reasonable, but not absolute, assurance against
materials misstatement or loss and to manage rather than
eliminate risks of failure in operational systems and achievement
of the Group’s objectives.

Organisational Structure

An organisational structure with operating policies and
procedures, lines of responsibility and delegated authority has
been established.

Authority and Control

The relevant executive directors are delegated with respective
levels of authorities with regard to key corporate strategy and
policy and contractual commitments.
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(8)

(8)

Budgetary Control and Financial Reporting

Budgets are prepared and are subject to the approval of the
Executive Directors prior to adoption. There are procedures
for the appraisal, review and approval of major capital and
recurrent expenditure. Results of operations against budgets
are reported regularly to the Executive Directors.

Proper controls are in place for the recording of complete,
accurate and timely accounting and management information.
Regular reviews and audits are carried out to ensure that the
preparation of financial statements is carried out in accordance
with generally accepted accounting principles, the Group'’s
accounting policies and applicable laws and regulations.

Internal Audit

The provision of the Code on internal control became effective
for accounting period commencing on or after year ending 1st
July 2005. The Company established an Internal Control and
Risk Management Department in September 2005 to safeguard
the shareholders’ investment and the Group's assets. Internal
Control and Risk Management Department adopts a risk and
control based audit approach. The work plan will commence
in 2006 and direct to monitor compliance with internal control
procedures focusing on those areas of the Group’s activities
with the greater perceived risk.

SHARE INTERESTS OF SENIOR MANAGEMENT

The number of shares held by senior management are shown
in the Directors’ Interests on the Reports of the Directors on
pages 44 to 66.
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(9) DIRECTORS’ RESPONSIBILITY FOR THE

FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Group.

With the assistance of the Finance Department which is under
the supervision of the Chief Financial Officer of the Company,
the Directors ensure the preparation of the financial statements
of the Group are in accordance with statutory requirements
and applicable accounting standards. The Directors also ensure
that the publication of the financial statements of the Group is
in a timely manner.

The statement of the Auditors of the Company about their
reporting responsibilities on the financial statements of the
Group is set out in the Auditors’ Report on pages 67 to 68.

(10) INVESTOR RELATIONS AND

9)

COMMUNICATION WITH SHAREHOLDERS

The Company establishes different communication channels
with shareholders and investors : (i) the annual general meeting
provides a forum for shareholders to raise comments and
exchange views with the Board, (i) updated and key information
of the Group are available on the website of the Company,
(iii) the Company's website offers communication channel
between the Company and its shareholders and investors, and
(iv) the Company’s Registrars serve the shareholders in respect
of all share registration matters.
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