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The board of directors (the “Board”) is charged with providing effective
and responsible leadership for the Company. The directors, individually
and collectively, must act in good faith in the best interests of the Company
and its shareholders.

The Board comprises four Independent Non-executive Directors and three
Executive Directors. The Board is advised by an Independent Board
Advisor. The Board has appointed Board Committees to oversee different
areas of the Company’s affairs. The composition of the Board and the
Board Committees are given below and their respective responsibilities
are discussed later in this report.
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The Board sets the Group’s objectives and strategies and monitors its
performance. The Board also decides on matters such as annual and
interim results, major transactions, director appointments, and dividend
and accounting policies. The Board has delegated the authority and
responsibility of managing and overseeing the Group’s day to day
operations to a management committee comprising the three Executive
Directors.
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The Company Secretary assists the Chairman in setting the agenda of
Board meetings and each Director is invited to present any businesses
that they wish to discuss or propose at the meetings. All Directors have
timely access to all relevant information of the meetings and may take

APRHEBITZN2EEEESE  MBBSHE  professional advice if necessary. The Company held three full Board
ZHFEREET meetings in 2004. Attendance of the full Board meetings are as follows:
HEERRE
HE L% Attendance No. of meetings attended
B A 5 A Mr. Au Man Chu, Milton 3/3
ZRALEE Mr. Barry John Buttifant 2/3
BEELEE (RZFZEWFNAEZE) Mr. Kwong Ki Chi (appointed in April, 2004) 2/2
FHERELE Mr. Lee Peng Fei, Allen 3/3
ZIRELE (FR) Mr. Lau Kwok Kuen, Peter (Chairman) 3/3
KB fHE Mr. Fung Wing Cheong, Charles 3/3
BHRxE Mr. Mah Chuck On, Bernard 3/3
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Mr. Buttifant, Mr. Kwong and Mr. Lau have common directorship in other
listed companies in Hong Kong. Mr. Buttifant and Mr. Kwong serve on the
boards of Hsin Chong Construction Group Ltd. (“Hsin Chong”) and
Synergis Holdings Limited as alternate director and non-executive director
respectively. Meanwhile, Mr. Lau serves as an independent non-executive
director of Hsin Chong. In the Board’s opinion, these relationships do not
affect the Directors’ independent judgment and integrity in executing their
roles and responsibilities.

The full Board participates in the selection and approval of new directors
and has not established a Nomination Committee. None of the Independent
Non-executive Directors is appointed for a specific term. Instead, under
the Bye-Laws of the Company, with the exception of the Chairman, all
the Directors are currently required to offer themselves for re-election by
rotation at least once every three years. The Board takes into consideration
criteria such as expertise, experience, integrity and commitment when
selecting new directors. In 2004, Mr. Kwong was appointed as an
Independent Non-executive Director with the unanimous approval of the
Directors.
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Chairman and Chief Executive

The Company does not have a separate Chairman and Chief Executive
and Mr. Lau currently holds both positions. The Board believes that vesting
the roles of both Chairman and Chief Executive in the same person
provides the Group with strong and consistent leadership and allows for
more effective planning and execution of long term business strategies.
The Board also believes that the Company already has a strong corporate
governance structure in place to ensure effective supervision of
management. Such a structure provides many of the benefits of having a
separate chairman and chief executive. The structure includes:

e  Having Independent Non-executive Directors comprising a majority
of the Board;

e Having the Audit Committee composed exclusively of Independent
Non-executive Directors;

e Having Independent Non-executive Directors and an independent
Board Advisor comprising a majority of the Compensation Committee;

e  Ensuring that Independent Non-executive Directors have free and
direct access to both the Company’s external and internal auditors
and independent professional advice where considered necessary;

e Having a “whistle-blowing” mechanism in place to allow our staff to
anonymously and confidentially report any suspected acts of fraud
or gross misconduct by top management, including that of the
Chairman and Chief Executive.

The Board believes that these measures will ensure that our Independent
Non-executive Directors continue to effectively supervise the Group’s
Management and to provide vigorous control of key issues relating to
strategy, risk and integrity. The Board continually reviews the effectiveness
of the Group’s corporate govemance structure to assess whether any
changes, including the separation of the positions of Chairman and Chief
Executive, are necessary.

Audit Committee

The Audit Committee comprises all four Independent Non-executive
Directors. It is responsible for accounting principles and practices, auditing,
internal controls and legal and regulatory compliance of the Group. It also
reviewed the interim and final results of the Group prior to recommending
them to the Board for approval. It meets regularly to review financial
reporting and internal control matters and to this end has unrestricted
access to both the Company’s external and internal auditors. The
Committee is chaired by Mr. Buttifant, a qualified accountant with extensive
experience in financial reporting and control. In 2004, the Audit Committee
held two meetings and had 100 percent attendance.
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The Group also has a “whistle-blowing” mechanism in place to encourage
and facilitate our staff members to police the conduct of top management,
including that of the office of the Chairman and Chief Executive. Under
the mechanism, staff members are invited to report suspected acts of
fraud or gross misconduct anonymously to a confidential e-mail account.
All such reports are treated with the strictest confidence by the Head of
Internal Audit, who is responsible for investigating the reports. The Head
of Internal Audit would refer the reports to the Company’s Independent
Directors for further action should sufficient grounds exist for such referral.

Compensation Committee

The Compensation Committee reviews and approves the remunerations
of Directors. No member can determine his own remuneration. In 2004,
the Committee reviewed the service agreement and contracts of the
Chairman and the remuneration of two Independent Non-executive
Directors and approved the same by circulating resolutions in writing. To
minimize any conflict of interest, any member who is interested in any
given proposed motion is required to abstain from voting on such motion.

Internal Audit

Internal Audit Department of the Company has a staff of three and is
headed by a qualified accountant. The Department, reporting directly to
the Chairman, plays a major role in monitoring the internal governance of
the Group. The Department has unrestricted access to review all aspects
of the Group’s activities and internal controls. It also conducts special
audits of areas of concern identified by Management or the Audit
Committee. The Audit Committee has direct access to the Head of the
Internal Audit Department freely without reference to the Chairman or
Management.
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Auditors’ remuneration

Auditors’ remuneration in relation to statutory audit amounted to HK$3 million
(2003: HK$3 million).

The following remuneration was paid by the Group to its principal auditor,
PricewaterhouseCoopers, and its affiliated firms:

(LB B ST BEN) (In HK$ millions) 2004 2003
EEER Statutory audit $2 $2
B 15 AR 7% Taxation services 1 1
H i % AR % Other advisory services - 1
At Total $3 $4
BSBEERASA Compliance with Code of Best Practice
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In the opinion of the directors, the Company has complied with the Code
of Best Practice as set out in Appendix 14 of the Rules Governing The
Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited throughout the year 2004 save in respect to the following:

Guideline 7 states that the Non-executive Directors should be appointed
for a specific term. In this instance, the Company’s Bye-Laws require
Non-executive Directors of the Company to be appointed for a term
expiring upon their retirement by rotation; and

Guideline 11 states that if a matter to be considered by the Board involves
a conflict of interest for a substantial shareholder or a director, then a full
board meeting should be held and that such matter should not be dealt
with by circulation or by committee. In this instance, the Company’s policy
is to have the Board appoint a Compensation Committee to review and
approve the remuneration of the directors. The Compensation Committee
is made up of two Independent Non-executive Directors, an independent
Board Advisor and an Executive Director. To minimize any conflict of
interest, any member who is interested in any given proposed motion is
required to abstain from voting on such motion.

ANNUAL REPORT 2004 & %R



ESETESRINEESTR
BFRESETCESRR S  ARAIERMN—F
HIEMETAZEFETEFRHNFEST A

el EERBEER 2T AT - CEBENR
% BUEIHUEINAFEABETETAR
NAIBEHFRHNIT AT -

HEesT

AEBHNRAENREEEZLEAR
b BB TENREMANBERERENE
BERE - RABRMANBRREISEEROE
B BRAMBNBRMAZRNEREE—E
FENFE - BTERILER  AREEEX
BERERBRELRY  BRARMEERMK
mmMIFW FOEFREE  ARELM
BREBARBRBOTANEXRMNE R

ANNUAL REPORT 2004 & %R

X & 8 & & B
CORPORATE GOVERNANCE REPORT

Model Code for Securities Transactions by Directors

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by Directors
of Listed Issuers of the Listing Rules. Following a specific enquiry, each of
the Directors confirmed he complied with the code of conduct for
transactions in the Company’s securities throughout the year.

Social Responsibility

The Group is committed to being a successful and responsible corporate
citizen. As such, we are committed not only to delivering quality products
and service to our customers and strong and sustained financial
performance to our shareholders. We are also committed to creating a
positive impact in the communities where we conduct business. We aim
to achieve this by, amongst others, supporting charitable organizations
and causes; by ensuring that the workers producing our products are
treated with fairness and respect; and at all times achieving our goals
through environmentally friendly means.
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