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CITIC International Financial Holdings Limited (the “Company”) is
committed to maintaining high standards of corporate governance.
Throughout the year ended 31 December 2006, the Company
has complied with the code provisions in the Code on Corporate
Governance Practices (the “Code”) 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”), save for the

deviations discussed in the relevant paragraphs below.

(A) Directors’ Securities Transactions

The Company has adopted the “Model Code for Securities
Transactions by Directors of Listed Issuers” as set out in Appendix
10 of the Listing Rules as its own code of conduct regarding
securities transactions by the Directors of the Company. Having
made specific enquiry of the Directors of the Company, all
Directors of the Company have complied with the required
standard as set out in the aforesaid model code throughout the

year of 2006.

(B) The Board

Composition and Role

The Board currently comprises seventeen members, consisting of
the Chairman, the Vice Chairman, five Executive Directors and
ten Non-executive Directors, three of whom are Independent
Non-executive Directors. All the Independent Non-executive
Directors confirmed that they have met the criteria of Rule 3.13
of the Listing Rules regarding the guidelines for the assessment of
independence. The names and brief biographical details of the

Directors are shown in the “Biographies of Directors and Senior

Executives” section under the Company’'s 2006 Annual Report.
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The Board is responsible for overseeing the strategic development
of the Company and its subsidiaries (the “Group”) and for
determining the objectives, strategies, policies and business plan
of the Group. It has delegated the responsibility of the day-
to-day operation and management to the management of the
Company. In addition to its overall supervisory role, the Board
retains specific responsibilities such as approving specific senior
appointments, approving financial accounts, recommending
dividend payments, approving capital raising activities, approving
connected or material transactions, approving policies and codes

as required by regulators, etc.

Directors have access to the advice and services of the Company
Secretary to ensure that Board procedures, and all applicable rules
and regulations, are followed. Directors, should they believe it to
be necessary, also may seek independent professional advice at

the Company’s expense.

Board Meetings

The Board meets at least four times each year at approximately
quarterly intervals to discuss the Group’s overall strategy,
operation and financial performance. Notice of regular Board
meetings is sent to Directors at least one month in advance
in order to provide sufficient notice to give all Directors an
opportunity to attend. Reasonable notice is also given for special
Board meetings. Each Director may request the inclusion of
matters in the agenda for Board meetings. The Chairman also
ensures that all Directors are supplied with adequate information
in a timely manner before each meeting and that all Directors

are properly briefed on issues arising at Board meetings. Senior
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executives of the Group are invited to attend the Board meetings

to present and answer any enquiries raised by the Directors.

At all times the Board and each Director have separate and

independent access to the Company’s senior executives for the

purpose of obtaining additional information.

During the year ended 31 December 2006, six Board meetings were

held. The attendance record of individual Directors is set out below.

Figure in brackets indicates maximum number of meetings in the

period in which the individual was a Director of the Company.

HESBEXE Attendance
EER Chairman
LA EE 4/(6) Mr. Kong Dan 4/(6)
BIEER Vice Chairman
W R BR 4 A 2/(6) Mr. Chang Zhenming 2/(6)
HITESE Executive Directors
Egdi s 6/(6) Mr. Dou Jianzhong 6/(6)
BRFT Z W22 & 6/(6) Mrs. Chan Hui Dor Lam Doreen 6/(6)
BEoRESE 6/(6) Mr. Lo Wing Yat Kelvin 6/(6)
MR T T A 6/(6) Mr. Roger Clark Spyer 6/(6)
HEEEE 2/(6) Mr. Zhao Shengbiao 2/(6)
FHITESE Non-executive Directors
PR/ S A 4/(6) Mr. Chen Xiaoxian 4/(6)
055 B 1 §E H, Mr. Feng Xiaozeng
(RZZEZERFNATHEZME) 0/(3) (appointed on 10 August 2006) 0/(3)
EERELE 4/(6) Mr. Ju Weimin 4/(6)
2| E w4 4 2/(6) Mr. Liu Jifu 2/(6)
THRBELE 2/(6) Mr. Wang Dongming 2/(6)
BBk E Mr. Yang Chao
(R—ZEZTRFRA+BHMT) 1/2) (resigned on 16 May 2006) 1/2)
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BUFHITES Independent Non-executive Directors

Fiam LA 5/(6) Mr. Rafael Gil-Tienda 5/(6)
M JK 7 & 2/(6) Mr. Lam Kwong Siu 2/(6)
12 5% 5t A 5/(6) Mr. Tsang Yiu Keung Paul 5/(6)
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The Company Secretary is responsible for taking minutes of the
Board meetings and meetings of the Board Committees. The
minutes are sent to all Directors or Committee members for their
comments within a reasonable time after each meeting. The
minutes record in sufficient detail the matters considered by the
Board and the Board Committees, decisions reached, including
any concerns raised by Directors or dissenting views expressed.
All such minutes are kept by the Company Secretary and are

available for inspection by the Directors upon request.

Chairman and Chief Executive Officer (the “CEO")

Mr. Kong Dan is the Chairman and Mr. Dou Jianzhong is the
CEO of the Company. The roles of Chairman and CEO are
segregated. The Chairman is responsible for the leadership and
effective running of the Board, and for ensuring that all key and
appropriate issues are discussed by the Board in a timely and
constructive manner, while the CEO, supported by other Board
members and the senior management, is responsible for the
day-to-day management of the Group’s business, including the
implementation of major strategies and initiatives adopted by

the Board.
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Non-executive Directors

The Code provides that non-executive directors should be
appointed for a specific term and should be subject to re-
election. The Non-executive Directors of the Company are not
appointed for such a specific term. Instead, same as for all other
Directors of the Company, the Non-executive Directors are subject
to retirement and are eligible for re-election at each annual
general meeting in accordance with the Articles of Association
of the Company. The Directors believe that subjecting the Non-

executive Directors to annual re-election achieves the intended

aims of the Code.

(C) Nomination and Remuneration Committee

The Nomination and Remuneration Committee (the “N&R
Committee”) comprises the Chairman, Mr. Kong Dan, who is also
the Chairman of the N&R Committee, a Non-executive Director,
Mr. Liu Jifu, and three Executive Directors, namely Mr. Dou
Jianzhong, Mrs. Chan Hui Dor Lam Doreen and Mr. Lo Wing Yat

Kelvin.

The roles and responsibilities of the N&R Committee, as set out in
its terms of reference, are published on the Company’s website.
These primarily include: identifying and nominating qualified
individuals to the Board for appointment as Directors, CEO,
Alternate CEO and Managing Directors of the Company; making
recommendations to the Board on directors’ fees; reviewing
and approving the policies and mechanism in relation to the
appointment or termination of, remuneration or compensation
to, and the succession plans for the senior executives of the
Company; and reviewing and approving performance based
remuneration by reference to corporate goals and objectives

resolved by the Board from time to time.

T RFFH ANNUAL REPORT 2006

53




tEERKS | Corporate Governance Report
BALZBEMNHEENIFERTSPKERE L Although the composition of the N&R Committee does not
FPTEF EFTRARERBEFER include a majority of members who are independent non-
TZEENRBEKRY EBRBEZSYHZE executive directors, the Directors believe that the terms of the
BEgfE2EEZE CEINTHNEBE LM delegation of duties by the Board subject the decisions of the
MEk-ZEEMETHLATREFEED N&R Committee to the oversight of the full Board, which in
BEANEFMHEEAEEEHAERENEEE itself satisfies the independence requirements under the Code.
WEE MABEFNTESHERLEESR The members of the N&R Committee shall not vote in decisions
BEegR ZEgWNHEeRBRGEEZK concerning each of their own remuneration or any other matters
R ELR R - which he/she has any direct or indirect interest. All Non-
executive Directors of the Company have the right to attend the
HE—_ZETERE+-_B=+—HILEE" meetings of the N&R Committee. The composition and the terms
HEBFEMAZEEe% BARKENLEE of reference of the N&R Committee shall be reviewed from time
REINHER TR -ERANBEFTREMEHR to time.
REREETHEANEERE
During the year ended 31 December 2006, two N&R Committee
meetings were held. The attendance record of individual
members is set out below. Figure in brackets indicates maximum
number of meetings in the period in which the individual was a
member of the N&R Committee.
®E HESBRHY Name Attendance
LR E (EFELR) 2/(2) Mr. Kong Dan (Chairman) 2/2)
EERLE 2/Q2) Mr. Dou Jianzhong 2/2)
PR EF Z WLz & 2/(2) Mrs. Chan Hui Dor Lam Doreen 2/(2)
B kiR A& 2/(2) Mr. Lo Wing Yat Kelvin 2/2)
B EHEL 12) Mr. Liu Jifu 1/2)
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(D) Internal Control

The Board is responsible for the Group’s internal control system
and for reviewing its effectiveness through the Audit Committee.
The examination and evaluation of the adequacy and effectiveness
of the Group’s internal control system is independently conducted
by the Audit Department on an on-going basis. The Head of the
Audit Department develops a risk-based audit plan for regular
audits for each calendar year. Such audit plan is reviewed and
approved by the Audit Committee. The audits cover all material
controls, including financial, operational and compliance controls
as well as risk management functions. Special audit may be
conducted when necessary. The Head of the Audit Department
reports regularly to the Audit Committee about the audit work
done as compared with the annual audit plan and highlight any
significant findings or issues to the Audit Committee. The Audit
Committee will then review the findings and report to the Board

for attention and appropriate action.

(E) Audit Committee

The current composition of the Audit Committee consists of four
members, including three Independent Non-executive Directors,
namely Mr. Tsang Yiu Keung Paul (Chairman), Mr. Lam Kwong Siu
and Mr. Rafael Gil-Tienda, and one Non-executive Director, Mr.
Ju Weimin. The authority and duties of the Audit Committee, as
set out in the terms of reference, are published on the Company’s

website.

The Audit Committee meets regularly with the CEOs of the
Company and the major subsidiaries, the Group Chief Financial
Officer, Head of Audit Department, Compliance Officer and the

external auditors to consider and discuss the Group’s financial
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reporting process, systems of internal control and compliance.
It is also responsible for considering the appointment of the
external auditors and the audit fee, and to discuss with the
external auditors the nature and scope of audit before any audit
commences. It also discusses matters raised by the internal

auditors, external auditors and regulatory bodies to ensure that

appropriate recommendations are implemented.

KEREETHE AN &5 N8 : During the year ended 31 December 2006, four Audit Committee
meetings were held. The attendance record of individual
members is set out below. Figure in brackets indicates maximum
number of meetings in the period in which the individual was a
member of the Audit Committee.

A HESBRIH Name Attendance

Bemdad (£/F) 4/(4) Mr. Tsang Yiu Keung Paul (Chairman) 4/(4)

FEREREE 2/(4) Mr. Ju Weimin 2/(4)

MEIE & 4/(4) Mr. Lam Kwong Siu 4/(4)

FiRfmEE 2/(4) Mr. Rafael Gil-Tienda 2/(4)
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The following is a summary of the work performed by the Audit

Committee during the year under review:

—  Reviewed and recommended to the Board for approval the

annual and interim financial statements;

—  Reviewed the external auditors’ management letter and

management'’s response;

—  Reviewed and recommended to the Board for approval the
representation letters to the external auditors in relation to

the audit;
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—  Reviewed and approved the internal audit plan; and

—  Reviewed the internal audit reports covering the evaluation

of internal controls.

(F) Accountability and Audit

The Directors are responsible for overseeing the preparation of
accounts for each financial period and for ensuring that they
give a true and fair view of the state of affairs of the Group and
of the results and cash flows for that period. In preparing the
accounts for the year ended 31 December 2006, the Directors
have selected the suitable accounting policies and applied them
consistently, approved the adoption of all Hong Kong Financial
Reporting Standards which are in conformity to the International
Financial Reporting Standards, made judgements and estimates

that are prudent, and prepared the accounts on the going

concern basis.

KPMG was reappointed as the Company’s external auditors at the
2006 Annual General Meeting until the conclusion of the next

Annual General Meeting.

During 2006, fees paid to KPMG for audit services amounted to
HK$5,003,118 and the fee paid to KPMG for non-audit services
was HK$462,000.

(G) Communication with Shareholders

The Company places high priority in maintaining effective
communications with shareholders and potential investors,

and has adopted various means to establish dialogues with the
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investment community and to promote greater understanding of
its corporate strategy and business performance. The Company
hosts regular meetings with and presentations for buy-side and
sell-side analysts on its annual and interim results as well as to
provide updates of key corporate events. Additionally, designated
senior executives attend regular one—on—-one meetings with
institutional shareholders, as well as participate in corporate
investor days or investor conferences to broaden its reach to
other local and international institutional investors. In 2006,
the Company participated in a total of 113 meetings with 222
analysts and fund managers from 142 companies. The Group's
Investor Relations Department proactively keeps investors and
analysts on its database up-to-date with the latest key news
concerning the Company and its key subsidiaries and associates.
Meanwhile, the Company’s website www.citicifh.com offers
timely access to the Group's corporate information, key financial
data, announcements and circulars, interim and annual reports,
investor presentation materials, credit ratings, as well as analyst

coverage information.

The Annual General Meeting is also an important platform for
communicating with the shareholders. The Directors, senior
executives and external auditors make their best efforts to
attend the Annual General Meeting of the Company to address

shareholders’ queries.
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Mr. Kong Dan, Chairman of the Board, was unable to attend the
Annual General Meeting of the Company held on 16 May 2006
due to minor medical condition. The Directors presented at that
meeting had elected Mr. Dou Jianzhong, Chief Executive Officer
of the Company, to chair the meeting in accordance with Article

67 of the Articles of Association of the Company.

At the 2006 Annual General Meeting, the Chairman of the
Meeting demanded a poll on all resolutions. Details of the poll
voting procedures and the rights of shareholders to demand poll
were included in the circular to shareholders despatched together
with the Annual Report and Notice of Annual General Meeting.
Computershare Hong Kong Investor Services Limited, the Share
Registrar of the Company, was engaged as scrutineer to ensure
the votes were properly counted. The poll results were published
in the newspapers on the business day following the Annual
General Meeting and were posted on the Company’s website at

the same time.

Separate resolutions were proposed in respect of each

substantially separate issue in the 2006 Annual General Meeting,

including the election of Directors.
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