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We are firmly committed to statutory and regulatory corporate
governance standards and adherence to the principles of corporate
governance emphasising transparency, independence,
accountability, responsibility and fairness.

Code of Best Practice and Code on Corporate Governance Practices

The Company has, throughout the year ended 31st March, 2005,
complied with the Code of Best Practices set out in Appendix 14
of the Main Board Listing Rules (the “Listing Rules”). The Code of
Best Practices was replaced by the Code on Corporate Governance
Practices which has become effective for accounting periods
commencing on or after 1st January, 2005. The Company has, to
a certain extent, applied the principles and complied with code
provisions and the recommended best practices of the Code on
Corporate Governance Practices throughout the year ended 31st
March, 2005.

Board of Directors

The Board currently comprises five Non-executive Directors and
three Executive Directors. Three of the Non-executive Directors
are independent.

The Company has received, from each of the Independent Non-
executive Directors, an annual confirmation of his independence
pursuant to Rules 3.13 of the Listing Rules. The Company considers

all of the Independent Non-executive Directors to be independent.

Under the Company’s current Articles of Association, all Directors
are subject to retirement by rotation and their re-election is subject

to approval by shareholders at the Annual General Meeting.
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Board of Directors (continued)

The Board met six times in fiscal year of 2004/2005 to review the
financial and operating performance of the Group and to consider
and approve the annual budget for the Group. Individual

attendance of each Board member at these meetings is as follows:
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Independent Non-executive Directors BIEHITES
Dr. The Hon. David Kwok-po LI FEEHELT 6/6
Mr. lain F BRUCE mBthE 6/6
Mr. Chi-kian SHIU AR ER () 5/6
Non-executive Directors FHITEE
Ms. Myrna Mo-ching LO ERELT 6/6
Mr. Frank Yau-yee LO BRERE (ii) 2/4
Ms. Yvonne Mo-ling LO BRISH+ 6/6
Executive Directors HITES
Mr. Winston Yau-lai LO — Chairman BREBEE — 8 6/6
Mr. Fransis Ming-yin KONG JIRRESAE (iii) 6/6
Mr. Eric Fat YU RESTE 6/6
Mr. John Shek-hung LAU 2SS S 6/6
Notes: BIEE

(i)  Re-designated from a Non-executive Director to an Independent Non-

executive Director on 10th September, 2004.
(i) Resigned as a Non-executive Director on 19th January, 2005.
(ili)  Resigned as an Executive Director on 18th April, 2005.

System of Internal Controls

The Board recognises its overall responsibility for the establishment,
maintenance and review of a system of internal control that
provides reasonable assurance on the reliability and integrity of
financial and operational information, effective and efficient
operations, safeguarding of assets and compliance with laws and
regulations. The system of internal control is designed to manage
rather than eliminate all risks of failure while its goal is to provide
reasonable, not absolute, assurance regarding the achievement

of organisational objectives.
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Board Committees

The Board has established an Executive Committee, an Audit
Committee and a Remuneration and Nomination Committee
(formerly known as Compensation Committee).

Executive Committee

The Executive Committee was established in 2001. Its current
members include all three Executive Directors, who are:

Mr. Winston Yau-lai LO
Mr. Eric Fat YU
Mr. John Shek-hung LAU

Mr. Fransis Ming-yin KONG resigned as Director on 18th April,
2005. He was a member of the Executive Committee prior to his
resignation.

The Executive Committee operates as a general management
committee under the direct authority of the Board to deal with
certain operational matters of the Group.

Audit Committee

The Audit Committee was established in 1999. Its current members
include three Independent Non-executive Directors, who are:

Mr. lain F. BRUCE (Chairman)

Dr. The Hon. David Kwok-po LI

Mr. Chi-kian SHIU (re-designated from a Non-executive Director
to an Independent Non-executive Director on 10th September,
2004)

The Audit Committee’s terms of reference are to make
recommendation to the Board on the appointment, reappointment
and removal of the External Auditors and any questions of
resignation or dismissal, their audit fees, matters relating to the
independence of the External Auditors; to meet with the External
Auditors to discuss the nature and scope of the audit, and matters
of concern when requested to do so by the External Auditors; to
review the interim financial report and annual financial statements
before they are submitted to the Board; to discuss problems and
reservations arising from the interim review and final audit, and
any other matters the External Auditors may wish to discuss, and
to review the External Auditors’ management letter and
management’s response; to review the internal audit programmes
and to ensure co-ordination between the Internal and External
Auditors, and ensure that the internal audit function is adequately
resourced and has appropriate standing within the Group; and to
consider any findings of major investigations of internal control
matters as delegated by the Board or on its own initiative and
management’s response.
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Board Committees (continued)

Audit Committee (continued)

The Audit Committee met twice in fiscal year of 2004/2005.
Individual attendance of each Committee member at these
meetings is as follows:
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Independent Non-executive Directors

Mr. lain F. BRUCE — Chairman
Dr. The Hon. David Kwok-po LI
Mr. Chi-kian SHIU

In Attendance:

Chief Financial Officer
Internal Auditor
External Auditors

The Audit Committee of the Board has reviewed the 2004/2005
financial statements with management and the Company’s
External Auditors, and recommended its adoption by the Board.

Remuneration and Nomination Committee

The Compensation Committee was established in February, 1994
and was renamed as “Remuneration and Nomination Committee”
on 2nd February, 2005, with increased scope of authority. This
Committee now comprises three Independent Non-executive Directors
and two Non-executive Directors and its current members are:

Independent Non-executive Directors

Dr. The Hon. David Kwok-po LI (Chairman)
Mr. lain F. BRUCE

Mr. Chi-kian SHIU

Non-executive Directors
Ms. Myrna Mo-ching LO
Ms. Yvonne Mo-ling LO

BYEHTES

mELEE—EF 2/2
ZHEHT 2/2
BRRER S A 2/2
HIfE -

B BB 2/2
N EBAZ BT 2/2
HNEEAZ BRED 2/2
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Board Committees (continued)

Remuneration and Nomination Committee (continued)

The Committee was set up to consider and approve the
remuneration packages of the senior employees of the Group,
including the terms of salary and bonus schemes and other long-
term incentive schemes. The Committee also reviews the structure,
size and composition (including the skills, knowledge and
experience) of the Board from time to time and recommends to
the Board on appointments of Directors and the succession

planning for Directors.

The Committee met three times in fiscal year of 2004/2005.
Individual attendance of each Committee member at these

meetings is as follows:

CORPORATE GOVERNANCE
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Independent Non-executive Directors BYEHTES

Dr. The Hon. David Kwok-po LI — Chairman ZHEHLT—EF 3/3

Mr. lain F BRUCE matiE 3/3

Mr. Chi-kian SHIU APERR S 2/3

Non-executive Directors FHITES

Ms. Myrna Mo-ching LO EREZT 3/3

Mr. Frank Yau-yee LO BERFEITE (i) 12

Ms. Yvonne Mo-ling LO BRREL 3/3

Executive Director TESE

Mr. Winston Yau-lai LO ERIBEAE (i) 2/2

In Attendance: HIFE -

Executive Director HITES

Mr. Winston Yau-lai LO BRIELE (i) 11
Notes: 5T

(i) Resigned as a Non-executive Director on 19th January, 2005.

(i) Ceased to be a member of the Committee on 2nd February, 2005.

Vitasoy International Holdings Ltd.
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Internal Audit

The Group Internal Audit Department supports management by
carrying out a systematic approach to evaluate the risks and
improve the effectiveness of the internal control systems of all
levels of the companies in the Group. The Audit Committee
endorses the audit plan annually. The Group Internal Auditor has
unrestricted access to all parts of the business, and direct access
to any level of management as he considers necessary. The Group
Internal Auditor reports his findings and the agreed corrective
actions to senior management responsible for the area audited.
He also reports regularly the results of the reviews in a summary
to the Audit Committee.

External Auditors

KPMG has been appointed as the External Auditors of the
Company by shareholders at the Annual General Meeting annually.
An amount of HK$3.0 million (2004: HK$2.9 million) was charged
to the 2004/2005 financial statements of the Company and
subsidiaries for KPMG's statutory audit and tax services. The
amount for other services provided by KPMG for the Company
and subsidiaries during the year was relatively small.

Model Code for Securities Transactions

The Group has adopted, on 9th September, 2004, its own Code
for Securities Transactions by Directors (the “Code"), that follows
the Model Code for Securities Transactions by Directors of Listed
Companies contained in Appendix 10 of the Listing Rules. Specific
enquiry has been made of all Directors, and Directors have
confirmed that they have complied with the required standard set
out in the Code for the year ended 31st March, 2005.

Investor Relations

We believe accountability and transparency are indispensable for
ensuring good corporate governance and, in this regard, timely
communication with our shareholders, including institutional
investors, is crucial. We manage investor relations systematically
as a key part of our operations.

We maintain a website (www.vitasoy.com) to keep our
shareholders and the investing public posted of our latest business
developments and to disseminate shareholder information.

During the year, we continued to follow a policy of maintaining
an open and regular dialogue with institutional and minority
shareholders, fund managers, analysts and the media through
different means, including meetings, presentations, telephone
conferences, correspondence, media briefings and press releases
to distribute information on the Group’s latest developments and
strategies. We also continued to be proactive in responding to
general enquires raised by the investing public, individual and
institutional investors and investment analysts.
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