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CODE ON CORPORATE GOVERNANCE PRACTICE

The Code on Corporate Governance Practices (the “CCGP") as set
out in Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
has become effective for accounting periods commencing on or after
1 January 2005. The Company has taken steps not only to comply
with the code provisions as set out in the CCGP but also with the
aim to enhance the corporate governance practices of the Group as
a whole.

The Company has complied with the CCGP throughout the year
ended 30 June 2006 except that all the non-executive directors of
the Company were not appointed for a specific term as required by
code provision A.4.1 of the CCGP since they are subject to retirement
by rotation and re-election at least once every three years at the
annual general meetings of the Company in accordance with the
relevant provisions of the Company’s Bye-laws.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own code on terms no less exacting
than those set out in the Model Code of the Listing Rules. The
Company has made specific enquiries with all the directors and all
of them have confirmed that they had complied with the
requirements set out in the Model Code and the Company’s code
for the year ended 30 June 2006.

BOARD OF DIRECTORS

The Board is composed of the Chairman, the Managing Director,
three executive directors including an alternate director, one non-
executive director and three independent non-executive directors,
whose biographical details are set out in the “Directors and Senior
Management” on pages 4 and 9 of this annual report.

The Board is collectively responsible for overseeing the management
of the business and affairs of the Group. The Board meets regularly
throughout the year to discuss the overall strategies as well as
operation and financial performances. Matters relating to (i) the
formulation of the Group’s strategy and directions; (ii) any material
conflict of interest for substantial shareholders of the Company or
directors; (iii) the approval of the Group’s annual results, annual
budgets, and other significant operational and financial transactions;
(iv) changes to the Company’s capital structure; and (v) major
appointments to the Board are reserved for decisions by the Board.
The day-to-day operation of the Group is delegated to the
management, under the leadership of Managing Director and
supported by his management team.
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BOARD OF DIRECTORS (continued) (45)

During the year ended 30 June 2006, six board meetings were held #HZE=—ZZEAFNA=THIEFELRIT/NNE

and the attendance of directors is as follows: FRRH ESJHRBERAT:

Members Meetings Attended/Eligible to Attend

K& BHE SERLEER

Executive Directors HITEE

Raymond Chow Ting Hsing (Chairman) 2;wxiE (FE) 6/6

Phoon Chiong Kit (Managing Director) ERE (EFARAEE) 6/6

David Chan Sik Hong 52)5 5/6

Roberta Chin Chow Chung Hang RR &P EH7 6/6

Lau Pak Keung 21858 N/A
(Alternate to Phoon Chiong Kit) (BREZBEES) TNEHA

Non-executive Director FHITEF

Eric Norman Kronfeld Eric Norman Kronfeld 5/6

Independent Non-executive Directors BUHHTEE

Paul Ma Kah Woh R M 6/6

Frank Lin MBI 6/6

Prince Chatrichalerm Yukol Prince Chatrichalerm Yukol 1/6

During the year ended 30 June 2006, the Board at all times complied
with the requirements of rules 3.10(1) and (2) of the Listing Rules
relating to appointment of a sufficient number of independent non-
executive directors and an independent non-executive director with
appropriate professional qualifications. The Board has received from
each independent non-executive director a written confirmation of
his independence and the Board considers all of them to be
independent pursuant to rule 3.13 of the Listing Rules.

To the best knowledge of the Company, there is no financial, business,
family or other material relationship among members of the Board
except that Mrs. Roberta Chin Chow Chung Hang is the daughter
of Mr. Raymond Chow Ting Hsing. Save as disclosed herein, there is
also no relationship between the Chairman and the Managing
Director.

CHAIRMAN AND MANAGING DIRECTOR

In order to have a clear division between the management of the
Board and the day-to-day management of the business operation of
the Company, the role of the Chairman is separate from that of the
Managing Director.

The Chairman focuses on overall corporate development and strategic
direction of the Group and provides leadership of the Board and
oversees the effective functioning of the Board.

The Managing Director is responsible for providing leadership for all
day-to-day management matters as well as recommending and
implementing the Group’s strategies and policies. Such division of
responsibilities helps to reinforce their independence and to ensure
a balance of power and authority.
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NON-EXECUTIVE DIRECTORS

All non-executive directors of the Company were not appointed for
a specific term since they are subject to retirement by rotation and
re-election at least once every three years at the annual general
meetings of the Company in accordance with the relevant provisions
of the Company’s Bye-laws.

REMUNERATION OF DIRECTORS

The Company has established a Remuneration Committee on 8
October 2004 and has formulated its written terms of reference in
accordance with code provision B.1.3. The Remuneration Committee
consists of one executive director, Raymond Chow Ting Hsing, one
non-executive director, Eric Norman Kronfeld (chairman of the
Remuneration Committee), and three independent non-executive
directors, Paul Ma Kah Woh, Frank Lin and Prince Chatrichalerm
Yukol.

The principal responsibilities of the Remuneration Committee include
making recommendation to the Board on the Company’s policy and
structure for the remuneration packages of all the directors and senior
management of the Company according to its terms of reference,
including benefits in kind, pension rights and compensation
payments, including any compensation payable for the loss or
termination of their office or appointment. The remuneration is based
on factors such as salaries paid by comparable companies, time
commitment and responsibilities of the directors and senior
management, employment conditions elsewhere in the Group and
desirability of performance-based remuneration.

The Remuneration Committee held one meeting in 2006 to review
and make recommendation to the Board on the directors’ fees of all
the existing non-executive directors, to review the remuneration for
all existing executive directors and senior management. The
attendance of the members of the Remuneration Committee is as
follows:
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Members Meeting Attended/Eligible to Attend
RE BHE SERLFESE
Eric Norman Kronfeld (Chairman) Eric Norman Kronfeld (£/Z) 1/1
Raymond Chow Ting Hsing A= 1/1
Paul Ma Kah Woh SR 11
Frank Lin IR 11
Prince Chatrichalerm Yukol Prince Chatrichalerm Yukol 0/1

Details of emoluments of each director are set out in note 34 to the
financial statements of this annual report.
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NOMINATION OF DIRECTORS

The Board is empowered under the Company’s Bye-laws to appoint
any person as a director either to fill a casual vacancy or, subject to
authorisation by the members in a general meeting, as an additional
member of the Board. The selection criteria are mainly based on the
professional qualification and experience of the candidate. A newly
appointed director must retire and be re-elected at the first general
meeting after his appointment. A retiring director will be eligible for
re-election.

The Board reviews regularly its composition to ensure a balance of
skills and experience appropriate for the requirements of the business
of the Company. If the need arises, the Board as a whole, will decide
on the nomination and appointment of new directors.

AUDITORS’ REMUNERATION
For the year ended 30 June 2006, the fees paid/payable to the Group’s

auditors, Messrs. Ernst & Young, are set out as follows:

Services Rendered
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Fees Paid/Payable

FriR AR 7% B2 EEEA
HK$'000
T T
Audit Services B PRTE 1,848
Non-audit Services IEEAZ RS (B IR BiEER
(including interim review, tax advices BB E R REAARES)
and other services) 672
AUDIT COMMITTEE EREER

The Company established an Audit Committee on 9 October 1998
and formulated written terms of reference in accordance with the
requirements of the Listing Rule. The Audit Committee’s current
members included three independent non-executive directors. The
Chairman of the Committee is a qualified accountant with extensive
experience in financial reporting and management.

During the year ended 30 June 2006, three audit committee meetings
were convened and the individual attendance of members are set
out as follows:
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Members Meetings Attended/Eligible to Attend
24=1 CHE SERLESE
Paul Ma Kah Woh (Chairman) ERM (£E) 3/3
Frank Lin RIE R 3/3
Prince Chatrichalerm Yukol Prince Chatrichalerm Yukol 1/3
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AUDIT COMMITTEE (continued)

The principal duties of the Audit Committee include monitoring
integrity of the financial statements of the Company, reviewing the
effectiveness of Company’s internal control and risk management
as delegated by the Board and making recommendation to the Board
on the appointment and engagement of the external auditors for
the audit and non-audit services.

During the year, the Audit Committee reviewed the accounting
principles and policies adopted by the Group and discussed financial
reporting matters including review of the interim and audited financial
statements. In addition, the Audit Committee also reviewed the
engagement of the external auditors and the adequacy and
effectiveness of the Company’s internal control and risk management
systems and made recommendations to the Board.

DIRECTORS’ RESPONSIBILITIES TO FINANCIAL STATEMENTS
The directors acknowledge their responsibilities to prepare the
financial statements in each financial year with supports from finance
department and to ensure that the relevant accounting policies are
observed 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 directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries, they
are not aware of any material uncertainties relating events or
conditions that may cast significant doubt upon the Company’s ability
to continue as a going concern.

INTERNAL CONTROLS

The Board has overall responsibilities for maintaining a sound and
effective internal control system with the aim to (i) safeguard the
Group’s assets against unauthorised use or disposition; (i) maintain
proper accounting records and (iii) ensure compliance with relevant
legislation and regulations. The internal control system of the Group
comprises a well-established organisation structure and
comprehensive policies and standards. The Board, through the Audit
Committee, has reviewed the effectiveness of the Group’s internal
control system covering all material controls, including financial,
operational and compliance controls and risk management function.
No material internal control deficiencies had come to the attention
of the Audit Committee or the Board that may affect the shareholders
of the Company. The directors of the Board are of the opinion that
the Company has complied with the code provision C.2.1 on internal
controls as set out in the CCGP contained in Appendix 14 of the
Listing Rules.

BEREE® (B)
BRZE G IERBERBERARRAMBREK
ERTBEEH REFERERIARR AR
KEBEREE U RARBINSZ AN ET TR
BREEECREOESSELHERRE R

FR BEZZESLENAERERAN 2 EHRAIN
BE UalmPBRREE EEHPHEKLE
BTG N BiZR B G INEHINEZEED
ZERE ARBABEEMEREEREEEH
RBR - tRMEESELERER

EEHUMBRRZEM
EEEMREZAETRNUBIIIET mAE
A 2 s ek R ER AT BR R
ARG RN Z @ ERRRA B TR
T AREER P 2BARA] PRI

ESHER BRELEL VS EERRR
EENMERE WELTEA R s H AR QAR
BRERNBRNEARMB 2 EREARTHREIR
KAEILe

MEREs
EXSERBRIARRRERRAM AL
B BHEOREAEEEETSELEEMERER
SKEEE (i) 45 2 5 RTrC R K (i) RER B A B
IR -RNEE 2 AR EER G BIETE 2B
BELEAEERELN - ESSBEBELLESHE
B SR B A BDBE IR I E 2 et B S R &
BRTHRERERREEBESMAENETSE
H-BEZZEGXEFTEM T NBEMAIRERER
RABRZERAAREERF-EZER/ AR
Al—HEST EmARRIME 14N EEERTRIET
BRARNSBEZE 2 EC.2. 1HEFRIGXX ZRE-

038  GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED R (£MH) SRAF



