Corporate Governance Report
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Compliance with Code on Corporate Governance Practices
The Board believes that adherence to sound corporate governance
policies and practices is of paramount importance in ensuring that the
Company is governed and managed with the highest standards of
responsibility, ethics and integrity and in the best interests of its
shareholders. In the opinion of the Directors, the Company has complied
with the provisions set out in the Code on Corporate Governance
Practising of Securities (“CG Code”) on the Rules Governing the Listing
of Securities on the SEHK (the “Listing Rules”) throughout the six months
ended 30 June 2006. The recently promulgated Code Provision C2.1
of the CG Code in respect of a review of the effectiveness of the Group’s
internal controls is first applicable to the Company for its financial year
ending 31 December 2006. The Board has already put in place
procedures, including seeking external advisory assistance, to enable
the Board to report on Code Provision C2.1 in its 2006 Corporate
Governance Report.

Audit Committee

An Audit Committee has been established by the Company to oversee
the overall financial reporting process as well as the adequacy and
effectiveness of the Company’s internal control.

The Audit Committee currently consists of 3 Non-executive Directors;
2 of them are Independent Non-executive Directors. They are, viz.

e  Dr. FONG Ching, Eddy, S.B.S., J.P. (Chairman)
° Mr. WONG Tin Yau, Kelvin
° Mr. Hubert CHAK

As of 30 June 2006, the Audit Committee has met twice since the
beginning of the year to review the Company’s financial reports. It has
also reviewed the Company’s internal controls and recommended to
the Board an array of ways to strengthen its adequacy and effectiveness
for implementation to ensure its full compliance with Code Provision
C2.1 of the CG Code.

The Audit Committee has reviewed the accounting policies adopted by
the Group and the interim consolidated financial statements for the six
months ended 30 June 2006.

The interim consolidated financial statements for the six months ended
30 June 2006 have not been audited but have been reviewed by the
Company’s external auditor, KPMG.
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Remuneration Committee
The Remuneration Committee is made up of 3 Non-executive Directors;
2 of them are Independent Non-executive Directors. They are, viz.

° Mr. WONG Tin Yau, Kelvin (Chairman)
. Dr. LEE Nai Shee, Harry, S.B.S., J.P.
e Mr. HO Lap Kee, Sunny

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy and structure
for all remuneration of Directors and senior management.

The remuneration of Directors is determined by the Board based on
the advice of the Remuneration Committee made with reference to
their responsibilities. During the first six months of 2006, the
Remuneration Committee convened two meetings to discuss and review,
inter alia, the remuneration of the Directors.

Nomination Committee
The Nomination Committee is comprised of 3 Non-executive Directors;
2 of them are Independent Non-executive Directors. They are, viz.

e Mr. HO Lap Kee, Sunny (Chairman)
° Dr. LEE Nai Shee, Harry, S.B.S., J.P.
e Dr. FONG Ching, Eddy, S.B.S., J.P.

The main duty of the Nomination Committee is to review the structure,
size and composition of the Board and to nominate suitable candidates
for subsequent approval by shareholders.

The selection of individuals to become Directors is based on assessment
of their professional qualifications and experience. During the six-month
period ended 30 June 2006, the Nomination Committee met once to
recommend for subsequent approval by shareholders the re-
appointment of 6 Directors.

U ES N
FMEB G FNTEEMAR  ER A AB I
RITEE e

o EKIWLE (EE)
o  ZFJhIEfEIsBS. - JP.
o (A ELE

FHEERAERARAEERSNEEENH MK
RERB RAESSRHERES-

FMEZEeRBEEERARNBE AEZSEHE
FAHEEEATEENM - R RFERE
AR FHZEeARTMASHETH W RRs &
TEREEENHH-

REZES
RAZERMSMFNTER@EMN HR2M BB
WITEE M

o (N ELE (FFE)
Ty EE+sBs. - JP.
JIEfE+sBs.  JP.

RAZEENIZRE DRAEZTINRE RER
HE UREABANBFERILE-

ARARBRBEMALTHEXERRERMTEES-
BE_ZZREFRAA=ZTREAREAAN REZES
BRT-REH IEFZFMEFROER %2
AmEHER BRI E

Interim Report 2006 —BEAF®HHHE 1D




