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Corporate Governance LEESR

Maintaining an effective and solid corporate governance framework is  #35 —EA B REE 2 S EEARBE IR
one of the top priorities of the Company. This involves disclosure of AR HEEEEEB 2 — o IWRBEFERAE
our corporate practices to our shareholders in our Annual Report. The A 74 € &5 A M A2 A A% 3R 3% 58 A A &)
Code of Best Practice set out in Appendix 14 of the Main Board Listing ™% &8 o 4R E AR B+ W& 2
Rules is replaced by the introduction of the “Code on Corporate HR{EEASTRIEHBRIMN ST HE 1
Governance Practices and Corporate Governance Report” by the Stock — BB Z [ EE R B A TR R EER
Exchange in November 2004 (“CG Code”). We have complied with ~ #4%5 | (T ¥E AR BRI 2 - RE
the CG Code throughout the accounting year ended December 31, ZE-ZTZTAF+_A=+—HILEHFE -
2005, except for deviations from Code Provision A.2.1 which is ARG —HEFEEERTR - HIREEST

explained in the following relevant paragraphs. AR EA2.11 - R T X BHARE G A
b 5 ff B o

The corporate governance principles of the Company emphasise a AR RGEEARABASZE E=E
quality board, sound internal control, and transparency and accountability — B 2 AZPEEIE - U RBE 2 EREEFFE

to all shareholders. AEREEME -
A. DIRECTORS A. EE
A.1 The Board Al EEF
An issuer should be headed by an effective board which BITARUA—ETZBRNE
should assume responsibility for leadership and control of ZERE EZCRAFES
the issuer and be collectively responsible for promoting REEBITANELT  WES
the success of the issuer by directing and supervising the BEAEREVEEETASTH
issuer's affairs. Directors should take decisions objectively LAREBEIT AL - ESFEZ
in the interests of the issuer. BEITE  ERRARAHE
TARE °

We are governed by a board of Directors (“Board”) which RARAABEREREELRR
assumes the responsibility for leadership and control of RAlvEEE([E5g)ER -
the Company. Our Directors are collectively responsible for RARREEERAEEHEERE
promoting the success of the Company by directing and BEARRBEHEARERRDFK
supervising the affairs of the Company. e
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A. DIRECTORS (Continued)

A1

The Board (Continued)

The Board meets regularly, normally four times each year
at approximately once every three months and additional
meetings would be arranged if and when necessary.
Regular Board meetings schedules of each year are
normally made available to all Directors members at the
beginning of the year to provide sufficient notice to give all
Directors an opportunity to attend. Special Board meetings
will be held when necessary. Matters on transactions
where Directors are considered having conflict of interests
or material interests would not be dealt with by way of
written resolutions and a separate Board meeting shall be
held where Independent Non-executive Directors who
have no material interests should be present in the
meeting. In addition, Directors considered having conflict
of interests or material interests in the matters before the
Board are required to declare their interests and abstain

from voting for the relevant resolution.

Appropriate notices are given to all Directors for attending
regular Board meetings and other meetings. A package
containing agenda and all the relevant information is
normally dispatched to the Directors three (3) days in

advance of the relevant meetings.

Board meetings involve the active participation, either in
person or through other electronic means of communication,
of a majority of Directors. The Company Secretary assists
the Executive Chairman in preparing the meeting agenda,
and each Director may request the inclusion of items in
the agenda. Directors are also consulted to include matters

in the agenda for all regular meetings of the Board.

Minutes of the Board meetings are recorded in detail and
draft minutes are circulated to all Directors for review and
comments before being approved by the Board immediately
following the meeting. All the minutes of the meetings are
properly kept by the Company Secretary and are available
for inspection by the Directors during normal office hours.

A. EE (&)

Al

BEE

il

(%)

EXeTHRe  BEEFF
R ANB=AA—K -
HMEXREBFTERNTSLHSR
& BFEFETHERNE
7338 W V) 22 DA BE A A A
MBES BMAEEEEAH
EREHE - EFEEHHRT
RFIEZEEH  EEFHR
RRXZHFREBHNBEEREE
BEAMzE - TEUEERE
REE - MAB|AENESES
EF EXZTREBEEEK
MBI IFFAITERALE
LB M BEEERR
REZEZEZFTETENEE
REAFEBEAN D - ABAH
MNP RBREARBERIEE -

REZEEHEIREMER
AYAMBESRELEEBA -
BEREEERE=RAMES
BHEREMEHEBEER -

EECERUHANIESTRY
HESEBEMEFBMERE
B2E - RAWERBRIITER
EESEHE  SUESLTAH
SREBNERIARRE - AR
EFHCRERAUBFRIIAES

CMBEHERER -

EFECRFFMACE  MA
VRO mmBESER UK
ERR  URBEREEHAERE
HEFSIE AERHCHE
MARMEZLERFLAHRE
EREFPARKHEERM -

Annual Report 2005
“EERHEFH



”

A. DIRECTORS (Continued)

A1

The Board (Continued)

Attendance of individual Director at physical Board meetings

in 2005:

Number of meeting

Executive Directors:

Mr. Wing Sum LEE

Mr. Richard Man Fai LEE

Mr. Sammy Chi Chung SUEN

Mr. Jeff Man Bun LEE

Mr. Tik Tung WONG

Mr. Waison Chit Sing HUI (Note 1)

Non-executive Director:
Ms. Kam Har YUE

Independent Non-executive Directors:

Mr. Boon Seng TAN

Mr. Raymond Cho Min LEE

Mr. Ying Kwan CHEUNG (Note 2)
Mr. Kenji Tak Hing CHAN (Note 2)

Average attendance rate

Notes:

A. E¥ (&)

Al BEEE (B)

—TThEESCERTES

ZHEFEE
= R 7
HITEF :
BRI E 0/7  (Q%)
ENELE 7/7 (100%)
BREH A 7/7 (100%)
XMW EAE 6/7 (86%)
GRS E 7/7 (100%)
FPEERK S (HaET) 0/0 (=)
FHITEFE -
SNGn et 2/7 (29%)
BUFNITESE -
BRI A& 2/7 (29%)
TERAE 4/7 (57%)
SR B 3 % A (fffat2) 1/1 (100%)
PR W% & (ffaE2) 5/6 (83%)
T 68%
Kzt -

Mr. Waison Chi Sing HUI was appointed as an Executive
Director on March 16, 2006. Accordingly, he has not
attended any of the board meetings in 2005 and his
attendance rate has not been taken into account for
calculating the average attendance rate for Directors at
Board meetings in 2005.

Mr. Ying Kwan CHEUNG was appointed as an Independent
Non-executive Director on November 3, 2005 and one
physical meeting of the Board has been held after his
appointment. Mr. Kenji Tak Hing CHAN has resigned as an
Independent Non-executive Director on November 3,
2005 and six physical meetings of the Board have been
held during his term of office in 2005.
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A. DIRECTORS (Continued)

A1

A2

The Board (Continued)

The Company has also taken out appropriate insurance
cover for our Directors in respect of legal actions taken
against Directors and officers. The Board reviews the extent

of the insurance cover every year.

Chairman and Chief Executive Officer

A. =X (&)

A1

A2

EEE ()

ARRAMBEEZTBEEER
B AREERSEBEME
HRRTHRMRE -EFE
BFRIRRIREE -

ERRITHES

There are two key aspects of the management of every
issuer — the management of the board and the day-to-day
management of the issuer's business. There should be a
clear division of these responsibilities at the board level to
ensure a balance of power and authority, so that power is

not concentrated in any one individual.

BRETAEREEELEHR
MANE-EFENREEEEM
BOTAXBHNETER - £E
EZEEH EMEZMBAS
BRD - NEREDNEEZED
Bl THENEETR—
I AL -

Code provision A.2.1 stipulates that the roles of chairman
and chief executive officer should be separate and should
not be performed by the same individual.

Mr. Richard Man Fai LEE is the Executive Chairman and
Chief Executive Officer. The Board considers that this
structure will not impair the balance of power and
authority between the Board and the management. This is
because the Board has adopted clear guideline as to the
power and authority of the Board and the management
(as set out in paragraph A.1 above) and a guideline as to
the power and duties of Chief Executive Officer as set out
below:

(@) to act as the highest-ranking executive in the
Company, being responsible for carrying out the
policies of the Board on a day-to-day basis;

(b) to have the delegated power to manage the
Company and to oversee the activities of the
Company on a daily basis;

SPRIBA2URRE - R EITH
RENABEBERD  XTE
H— ARBRE -
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A. DIRECTORS (Continued) A. EE (&)

A.2 Chairman and Chief Executive Officer (Continued) A2 EFERITHEFK (&)

”

(c) to meet and brief the Board regularly, mainly focus
on strategic/emerging issues, current and projected
performance highlights, any shareholder feedback or
comments and any issue likely to have an effect on
the organisation internally or in the public eye;

(d) to report to the Board;

(e) to obtain the Board's approval for certain major
actions, such as hiring senior staff above managerial
grade, raising money, acquiring another company,
major capital expansions, or other major projects;

(f) to be responsible for the achievement of the
Company's operations within the strategy determined
by the Board; and

(g) to perform any other duties as authorised by the
Board from time to time.

In addition, the Board which comprises experienced and
high caliber individuals meets regulatory to discuss issues
and operation of the Group. The Board believes that this
structure is conducive to strong and consistent leadership,
enabling the Group to make and implement decisions
promptly and efficiently.

As Executive Chairman of the Company Mr. Richard Man
Fai LEE has to ensure that all Directors are properly briefed
on issues arising at Board meetings and that Directors
receive adequate information, which must be complete

and reliable, in a timely manner.
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A. DIRECTORS (Continued) A. EE (&)

A3 ESEHEM

A3 Board composition

The board should have a balance of skills and experience
appropriate for the requirements of the business of the
issuer. The board should ensure that changes to its
composition can be managed without undue disruption.
The board should include a balanced composition of
executive and non-executive directors (including
independent non-executive directors) so that there is a
strong independent element on the board, which can
effectively exercise independent judgement. Non-executive
directors should be of sufficient calibre and number for
their views to carry weight.

EEERBREBETARHMA
BEEMFEROMNEER BF
ERBEREAKABNZESH T
EHERTEENTE -E=E
FHITEFEIFNTES (B1
BIFMTES) HEAEZR
9% UEESEE EERAK
MBI TR - BEHA R
BIYHE - FATESEBR
MTBHMAE - UGEEEREA
BRES -

Currently the Board comprises ten Directors, six Executive
Directors, one Non-executive Director and three Independent
Non-executive Directors. The Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited
(“Listing Rules”), require every listed issuer to have at least
three independent non-executive directors, at least one of
whom must have appropriate professional qualifications, or
accounting or related financial management expertise. Mr.
Ying Kwan CHEUNG, one of the Independent Non-
executive Directors, is a fellow member of the Association
of Chartered Certified Accountants and an associate
member of the Hong Kong Institute of Certified Public
Accountants. Each of the three Independent Non-executive
Directors has confirmed their independency in accordance
with Rule 3.13 annually.

Three of the six Executive Directors and the Non-executive
Director are family members. Mr. Wing Sum LEE, an
Executive Director and Ms. Kam Har YUE, a Non-executive
Director are spouse, Mr. Richard Man Fai LEE and Mr. Jeff
Man Bun LEE , both of whom are Executive Directors, are
their sons and brothers. Save as disclosed herein, Board
members do not have any family, financial or business
relations with each other.
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A. DIRECTORS (Continued)

A3

A4

Board composition (Continued)

The biographies of our Directors are set out on pages 20
to 22 of the Annual Report. Details of the biographies of
the Directors seeking re-election at the forthcoming Annual
General Meeting to be held on June 15, 2006 are set out
in the circular issued by the Company dated April 25,
2006 sent to shareholders together with the Annual
Report. The Company also maintains on its website
http://www.wokeehong.com.hk, an update biographies of
the Directors.

Appointments, re-election and removal of directors

A. E¥ (&)

A3

A4

ExEdm (B

RARERZ BRIV FEERE
FE20EEF22E - HREERR
BEXREe (2 FA+H
HET) EREF2ES, HE
BHFBEHEREARAGREE
NFEMA=-+HAFE, WE
REERE—HTETRREZ
FEA o RN AN E A B httpy/
/www.wokeehongcomhk E & =
EEERMER o

EEZEE EZNER

There should be a formal, considered and transparent
procedure for the appointment of new directors to the
board. There should be plans in place for orderly
succession for appointments to the board. All directors
should be subject to re-election at regular intervals. An
issuer must explain the reasons for resignation or removal
of any directors.

E=gRHIEEN  KEEE
BYEBARNHESTLMER
FriREREBRTFONESE
THE -FMBEEHEERE
THRIENEHESR - HITAL
ARERNESHIRERER
BREA -

Code Provision A.4.1 stipulates that non-executive directors
should be appointed for a specific term, subject to re-
election.

Code Provision A.4.2 stipulates that all directors appointed
to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after their
appointment. Every director, including those appointed for
a specific term, should be subject to retirement by rotation

at least once every three years.
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A. DIRECTORS (Continued) A. EE (&)

A.4 Appointments, re-election and removal of directors A4 BEEZHRE EENER (&)
(Continued)
Non-executive Directors of the Company are appointed for RARERITES 2R EIEEMR
a specific term of two (2) years, subject to re-election in HRmE - BARBAAGZAQ
accordance with the Bye-Laws of the Company. At every AIMBAESEE -  NEERERRE
annual general meeting, one-third of the directors (save for FREL BER=pz—BF (L
any chairman or managing director) for the time being, or Al FEHEFELIBRIN) - K
if their number is not a multiple of three, the number e EABWIHF=2 B8 - K&
nearest to but not greater than one-third, shall retire from HMERNZR=02—2Z A8 A
office by rotation according to the Bye-Laws of the BEBEARAZARIMARES
Company. All Directors, including those appointed for a R FIBES (RARFINITERE
fixed term, except for Mr. Richard Man Fai, LEE, the RITBBREZ OB L ERIN) -
Executive Chairman and Chief Executive Officer of the BEBEEEHCES @ ARE
Company, are subject to the retirement by rotation RARZ AR ZHAERB S
provisions in the Bye-Laws of the Company. R e
A Director appointed by the Board to fill a casual vacancy HESFG LI NERGRRZ
or as an addition shall hold office until the next general SEFIECEFRERETE
meeting. BRERRGRIE -
According to the Wo Kee Hong (Holdings) Limited BEMET(RE) BRAF—
Company Act, 1991, no director holding the office of AN—FZ2RaDE - BEERE
chairman or managing director shall be subject to REFRREBRB EEER
retirement by rotation as provided in the Bye-Laws of the BRADB 2 ARHBREER
Company. In order to comply with Code Provision A.4.2, BETTRIEAL2IE - AR
Mr. Richard Man Fai LEE, the Executive Chairman and TERERITBRER T B RE
Chief Executive Officer of the Company, has sent ERARAGELBRE - RT
confirmation to the Company that he will voluntarily retire RERZBRRBAFANEG FBHE
from his directorship at future annual general meetings of RE - MBREZRETRAE
the Company at such frequency in order for the Company RAREFREERSTRIMIE -
to comply with the CG Code, and being eligible for re- BEiEBEREE BN EH
election, will offer himself for re-election at the relevant REANE FEREMF -

general meetings.
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A. DIRECTORS (Continued) A. EE (&)

”

A.4 Appointments, re-election and removal of directors A4 BEEZERE EENER (B
(Continued)
The Board has not established a Nomination Committee ETgHMAKIREEES
for reviewing new appointment of Directors and senior NERHEERSRITHRAER
executives and management succession plan for Executive ZEEARATESERSRIT
Directors and senior executives. However, all candidates to BABZ#EIE -BR
be selected and appointed as a Director must be able to BEIERELZERES 21X
meet the standards set out in Rules 3.08 and 3.09 of the BAVEGEHTS EHRAE
Listing Rules. A candidate who is to be appointed as an 3.081{6 & 5 3.091& 51 2 122 o
Independent Non-executive Director should also meet the ERERBIUFNITERZIR
independence criteria set out in Rule 3.13 of the Listing BATRMNE EHARRIE3.1316%
Rules. 3 2 B R -

A.5 Responsibilities of Directors A5 EFEEE

Every director is required to keep abreast of his
responsibilities as a director of an issuer and of the
conduct, business activities and development of the issuer.
Given the essential unitary nature of the board, non-
executive directors have the same duties of care and skill
and fiduciary duties as executive directors.

BREFATKREBRE RS
TAEENERE  ARETA
MRERR FEERHRER -
HREFEAE LEE 84
BoFRTESERARANTE
EHRNZEEEARAESR
BEREEMRETENEE -

Each newly appointed Director is provided with a package
of orientation materials setting out the required duties and
responsibilities of Directors under the Listing Rules and
other relevant statutory requirements of Hong Kong. Our
Directors are kept informed on a regular basis on the latest
development of any latest changes to the regulatory
requirements. All our Directors are encouraged to participate
in continuous professional development seminars and/or
courses to update their skills and knowledge on the latest
development or changes in the relevant statutes, Listing
Rules and corporate governance practices. On February
17,2006, a presentation was given on the major laws and
regulations applicable to the Company, to all Directors and
senior management of the Group.
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A. DIRECTORS (Continued)

A5

A.6

Responsibilities of Directors (Continued)

The functions of Non-executive Directors have included
the functions as specified in Code Provision A.5.2(a) to (d)
except for the Code Provision A.5.2(c) to the extent that
the Company does not have a nomination committee.

Every Director is aware that he should give sufficient time
and attention to the affairs of the Company.

The Company has adopted the standard set out in
Appendix 10 — Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code"), of the
Listing Rules, in relation to the dealings in securities of the

Company by the Directors and employees of the Group.
Having made specific enquiry of all Directors, during the

year ended December 31, 2005, the Directors have
complied with the standard set out in the Model Code.

Supply of and access to information

A. EE (&)

A5

A.6

EERE A

FATESZRERRBRTAUS
A52@)E(d)fFRIEE 2 BisE - 1
ARRLEERZEE - KRB
& FRIEAS2(0KEE 2 B

ok
Be °

BREFHAH  WANHES
Wy ] R AE AR AR IR AR A R 75 o

ARARCHRMALTRAUBER
SEEELREEEEARAE
HFZLEMBETAEZESFRS
BRAEST A ([RESFAL) P8+
I ZIRE -

ERfEESELABSEH -
REBEE-_ZETRAF+_A=+
—BHIEFEHHEAN EECHE
IR ST A F T 2 BAE o

BERREMRER

Directors should be provided in a timely manner with
appropriate information in such form and of such quality
as will enable them to make an informed decision and to
discharge their duties and responsibilities as directors of an

issuer.

EREBRHEEENEREN
HEARZEAFEEFENE
ZRERERBERTEHRE -
VEEBITEERETAESEN
BEREE-

In respect to regular Board meetings, and so far as
practicable in all other cases, an agenda and accompanying
board papers are sent in full to all Directors in a timely
manner and at least three (3) days before the intended
date of a Board meeting, an Audit Committee meeting or a
Remuneration Committee meeting.

ExeTHERUAR(REER
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A. DIRECTORS (Continued) A. EE (&)

A6 BHERHMRER (&)

A.6 Supply of and access to information (Continued)

”

Members of the management have been reminded by the
Company Secretary that they have an obligation to supply
the Board and the board committee with adequate
information in a timely basis to enable it to make informed
decision. The Board and each Director have separate and
independent access to the Group’s senior management.

All Directors are entitled to have access to board papers,
minutes and related materials.

ARRAWECIREEEEAR
HERIREZERESEZESR
SERREHETENER - UE
E=RENEZERBERNG
MATHELRE - EFERER
ERER BB AS
BERERAS -

PMEESHRRENESE S
@XM SRR AR R o

B. REMUNERATION OF DIRECTORS AND SENIOR B. ESREREEANEZHN
MANAGEMENT
B.1 The level and make-up of remuneration and disclosure B.1 FHidMRIEFEAIKE R AR

An issuer should disclose information relating to the
directors’ remuneration policy and other remuneration
related matters. There should be a formal and transparent
procedure for setting policy on executive directors’
remuneration and for fixing the remuneration packages for
all directors. Level of remuneration should be sufficient to
attract and retain the directors needed to run the company
successfully, but companies should avoid paying more
than is necessary for this purpose. No director should be
involved in deciding his own remuneration.

BTARBRBEEEEHFMBR
REMFHERBEENER
ERELERMABHRNRET -
UHETBEAAITESFH AR
REEBESESTNHMEE -
FIT 7E 35 B 80 7K F B = AR 5| K%
BREBERRRNEERFTN—R
Ex BERAIEERBUN
BEOME - EAEETES
HITEAGOME -

The Remuneration Committee was established on April
25, 2005 in accordance with the CG Code. During the
year, the Remuneration Committee met on three (3)
occasions. The existing members of the Remuneration
Committee are Mr. Boon Seng TAN, Mr. Ying Kwan
CHEUNG, both of whom are the Independent Non-
executive Directors and Mr. Tik Tung WONG, an Executive
Director. Mr. Boon Seng TAN is the Chairman of the
Remuneration Committee. The terms of reference of the
Remuneration Committee are adopted with reference to
the CG Code, including the specific duties set out in Code
Provision B.1.3(a) to (f).
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B. REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (Continued)

B.1

The level and make-up of remuneration and
disclosure (Continued)

The Remuneration Committee is responsible for making
recommendations to the Board regarding the Group's
remuneration policy and structure for all remuneration of
Directors and senior management. The Remuneration
Committee is authorised to seek any information it
requires from any employee of the Group and has the
power to request the Executive Directors, Human Resources
Manager and other persons to attend its meetings. The
Remuneration Committee is also authorised to obtain
outside professional advice and to secure the attendance
of outsiders with relevant experience and expertise if it

considers as necessary.

Attendance of individual member at the Remuneration

Committee meeting in 2005:

IRER

Number of meeting =

Mr. Boon Seng TAN PR X A 5 A

Mr. Ying Kwan CHEUNG (Note)
Mr. Kenji Tak Hing CHAN (Note)

Mr. Tik Tung WONG ERR T AL

F i

Average attendance rate

Note:

Mr. Ying Kwan CHEUNG was appointed as an Independent Non-
executive Director on November 3, 2005 and one meeting of the
Remuneration Committee has been held after his appointment.
Mr. Kenji Tak Hing CHAN has resigned as an Independent Non-
executive Director on November 3, 2005 and two meetings of
the Remuneration Committee have been held during his term of
office in 2005.

TEERRE

B. ESREREBASZHM (&)

B.1

SRFE R LA (FaE)
BRIBELSE AL (Ffat)
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B. REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (Continued)

B.1

The level and make-up of remuneration and
disclosure (Continued)

The Remuneration Committee has adopted a set of policy
and guidelines to govern its administration in reviewing,
considering and fixing the remuneration packages and
benefits of Directors and senior management of the Group.
During the year 2005, the Remuneration Committee had:

—  reviewed the service agreements of all Executive
Directors in accordance with the policy and guidelines
adopted by it;

- made recommendations to the Board in relation to
the renewal of the service agreements of two

Executive Directors; and

—  considered and recommended the setting up of a
Directors’ bonus scheme containing relevant factors

for determining Directors' bonus.

Full minutes of the Remuneration Committee meetings
are kept by the Company Secretary. Draft and final
versions of the minutes of the Remuneration Committee
meetings are sent to all members of the Remuneration

Committee for comments and approval.

The Remuneration Committee has made available its
terms of reference, explaining its role and the authority
delegated to it by the Board, on request. The terms of
reference are also available on the website of the

Company.
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C.

ACCOUNTABILITY AND AUDIT

C.1

Financial reporting

(o

e

C.1

=
=)

EEZH

MB®RE

The board should present a balanced, clear and
comprehensible assessment of the company's performance,
position and prospects.

E=gRYE  BHMkEE
AHZARINRR - BRKRATR ©

Management shall provide such explanation and information
to the Board as will enable the Board to make an informed
assessment of the financial and other information put
before the Board for approval.

The Directors are responsible for overseeing all financial
aspects of the Company and for keeping proper accounting
records and preparing accounts of each financial period,
which give a true and fair view of the state of affairs of the
Group and of the results and cash flow for that period. In
preparing the accounts for the year ended December 31,
2005, the Directors have:

—  approved the adoption of all applicable Hong Kong
Financial Reporting Standards which are issued by
the Hong Kong Institute of Certified Public

Accountants;

—  selected and applied consistently appropriate
accounting policies;

—  made judgments and estimates that are prudent and

reasonable;

—  prepared the accounts on the on going concern
basis.

EEEARNESSRETIN
REREHANER BEZE
AJ LA 32 32 45 b P9 HE 6 B B 75
REMER - (FHBRENT
% .

EXRAEEBARAMABYH
FH - ZEREG AR
HEVBRBMEZRE - MZF
BREEE R T RIS HME
AEBEBAN - FERRE
ME - REBE_TTRF+
“A=t—BLFERBEF
B0

— HAERWESEHALE
W5 2 A A s B
s

- ERY-ERXREEZE

5B

-  (FhEFERAEHE MY
ft

- UREKERERRHER
B o

Annual Report 2005
“EERHEFH




Corporate Governance Report S ¥ EE R E

C. ACCOUNTABILITY AND AUDIT (Continued) C RBEREH (&
C.1 Financial reporting (Continued) C1 BB®E (&)
The Board is accountable to its shareholders for a clear EFgAGM R T EMTEAR
and balanced assessment of the Company's financial ANEIMBMRARATR - AAEE
position and prospects. In this regard, the Directors are BRREBE -G HTEH EFF
responsible for presenting a balanced, clear and EARFERSE RPBARER
understandable assessment to annual and interim reports, o MR SRR
other price-sensitive announcements and other financial 1R E At R ESHURE R
disclosures required under the Listing Rules, and reports to BERBE FHANETHRE
regulators as well as to information required to be WEMMEER  AREEE
disclosed pursuant to statutory requirements. ERRZHMEEANERBILD
HREBRTHEZER -
Financial results of the Group are announced in a timely REB B EERIBE B IADIAR
manner in accord with all statutory requirements, particularly ENRETLARK - LHEE LT
the timeframe stipulated in Rule 13.49(1) and (6) of the FRAIZE13.49(1) K (6) 158 & KBS
Listing Rules and the Directors acknowledge their responsibility BT AR - MEFARE R
for preparing the financial statements of the Group. HAEBUBHRRIEME -
The Group's external auditors are HLB Hodgson Impey NEBINEZEE AR EFE
Cheng (the “Auditors”). The statement of the Auditors BN =5 AT ([1%2KA0]) - #% EAD
about their reporting responsibilities on the financial B A B AN & B B 7% Rk B
statements of the Group is set out on pages 70 to 71 of EEZBRAHNFRET0ET]
the Annual Report. El -
During the year 2005, the Auditors have performed audit R-ZZZERF  ZHBAEREME
and non-audit services. Details of the remuneration for the EREELRE - ZEAN R
services performed by the Auditors are as follows: HRE 2 FMFREDT ¢
Services performed Fir R 1 AR 75 Fees paid/payable
EffSEGZREGE
HK$
BT
Audit services =% R %5 500,000
Non-audit services FEB RS
Professional services for acting as EERBETMZ
reporting accountants HERE 1,716,000
Advisory services & o AR 75 380,000
Other services E A AR 75 198,000
Total st 2,794,000
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C. ACCOUNTABILITY AND AUDIT (Continued) C MBEREH (A

C2 Internal controls C2 RMEpEStE

The board should ensure that the issuer maintains sound i;gf% %ﬁ/‘ggﬁiﬁ[ﬁ i
fand effective internall contr'ols to safeguard the shareholders’ e %ﬁ\ H;E = E’Ji o g% ;\ e
investment and the issuer's assets. = o

The Board is entrusted with an overall responsibility of EEgREEEIREBES an

devising the internal control system and conducts annual
review of its effectiveness. This ensures the Board to
oversee and monitor the Group's overall financial position
so that the interests of the shareholders are well protected
and covered. The internal control covers the areas of
financial, operational, compliance and risk management of
the Group's business.

The Company has recorded in writing the internal control
practices and procedures of the Group in the form of an
internal control manual (the “Internal Control Manual”).

Furthermore, the Company has engaged external auditors
to conduct a comprehensive review and supervise/
monitor the implementation of the Company’s Internal
Control Manual during the period from November 14,
2005 to January 18, 2006. The external auditors have
reported an overall satisfactory result of their review and
supervise/monitor of the internal control practices and
procedures of the Group. The external auditors, however,
have made certain recommendations in relation to the
internal control practices and procedures of the Group, the
major recommendations are as follows:

1. Treasury and cash management

—  Approval of the Board for the policy that sets
the parameters for the treasury function in six
areas: (1) financial policy; (2) types of financial
instruments that may be used in debt,
investment and risk management; (3) new
banker; (4) investment of surplus funds and
the choice of financial instruments; (5) hedging
policy; and (6) the treasury functions shall not
sacrificed long-term flexibility, or at worst, even
survival, for short-term gain.

MEERL - Y EBFmE—
HEBBM - %ﬁﬁ%§$§
EBYERAKEZEBYH
AR RNEZZRERRER
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XM KE - aRRA
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C. ACCOUNTABILITY AND AUDIT (Continued) C RBEREH (&
C.2 Internal controls (Continued) C2 REERE (&)
2. Control over subsidiaries 2. HWEBAR 2B
—  Further definition of matters requiring prior - E—FAEFESL
approval from the management of the BEAAREREL]
Company and communication of such clear HZBIE - WA EH
definition to each subsidiary to improve the BARERSAZE
effectiveness of internal control over REZFE NS
subsidiaries. B AR AERZZ
3. Budgeting 3. B’E
—  Budget should be prepared and approved — BEERFEERBA
before the start of the year. @ BN L o
—  Approved budget should be initialed by all — ERECTREARY
members of the Finance Control Committee BEREZEEMEK
and all revised budgets must be approved and B/ - MABKE
regularly monitored by management. R TEENEEEIRE

PO TERAANCABSHE -

—  Reasons and follow up actions of material — REEEVBEREA
variance on the budget and actual financial JIFRTEE M E R
results be noted in the management financial FECHRERERZ
statement. Bl RIBERME

4. Assets protection 4. EBERRE

—  All assets should be tagged with an assigned - HMBEEEAZREEE

asset number and tracked to the asset ledger. 2 BERT - AEA
REEDHEERASE
% o

—  Physical inspection of fixed assets be carried — ETEEEEZEM
out and all discrepancies between book and MR - EEEEN
physical verification be discussed with MR B B AR E 4
management and follow up procedure be ZFTEER - W
taken, including reviewing fixed asset RERF - BiER
maintenance, repairs and replacement controls. EEEE & - #

EREEFBZE
7 o
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C. ACCOUNTABILITY AND AUDIT (Continued)

C.2 Internal controls (Continued)

5.

Overall departmental structure

—  Management should regularly review the
effectiveness and appropriateness of established
policies, procedures, delegation of authorities
and allocation of responsibilities of staff.

Payroll cycle

—  Written procedures should be established
regarding retirement, dismissal, fixing and
adjustment of wage rate and related payroll

computation works.

Security

— Introduction of digital staff cards and rules to

ensure that staffs carry staff cards at all times.

Personnel

—  The Company should set out detailed job

descriptions of all positions in the staff manual.
In addition, written recruitment policies and
procedures should be set up and implemented
to ensure the Company only employs persons
who are fit and proper with the requisite
qualifications and experience to perform the
job duties and responsibilities.

C. REREH (&

C2 ABERE(HE)

5. ERINMER

- EEBATHRNC
HIEZBER - 2
BRECEERE TR
ANz EMIERE

2

6. HHBEMS

- BUERIK - BRE - BT
RBBRIEXRRIAM
ZHMAETE - A
BYEERER

7. R%

— RSB E I RREE
FRE  ERET
EfRIRF RS MR E T
—E [}

8. A=

—  ARREAEREIFM
NTIBA A BN 2 5
A TAERLEA  HEoh -
AR ITEE A
BEHIE RA2FT - DARE
RARB REEF AW
RMBESR  WAH
BT TEEBRBE
B AT o
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C. ACCOUNTABILITY AND AUDIT (Continued) C RBEREH (&
C.2 Internal controls (Continued) C2 RMEERE (&)
9.  Sales cycle 9. HEBEH

—  Printed copies of the price list should be — EBREEALERH
circulated and initialled by both the preparer I A B BB B
and the reviewer. Management decisions can % - #EuL > EIRE
then be effectively and efficiently made. AREHERE - B

MR ZIRE -

—  Signature of the responsible staff is required to - HFHEREIARR
evidence the checking of credit limits and HERHEERE RS
overdue payments BN R ZE -

10. Receipts cycle 10. YWzziB 8

— A cheque register is recommended to record - EERAAxEE
all incoming cheques. The register should be sofff - LASRERET A
reviewed by senior staff. 1RX R o ZFME

mHEABEEXZ -

4P~ WO KEE HONG (HOLDINGS) LIMITED
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C. ACCOUNTABILITY AND AUDIT (Continued) C REREH (&

C.2 Internal controls (Continued) C2 RMEEE (&)

#E IR A

11.  Services cycle 1.

12.

A job register should be kept for recording all
the repair jobs. The status of the jobs should
also be included in the register. The register
should be updated by the responsible staff
and approved by supervisors or managers
regularly.

Repair fee should be documented in a repair
fee list. The managers of the service department

should review the list regularly.

Hard copies of parts stock levels should be
reviewed regularly by top management to
identify any abnormal movement of parts. The

ARB—EIIEER
MraskmEkET
1F - TYEREHBER
AZERMA - ZE
KEHEEETE
AR WEHHT
ERREEL -

MEBRINGEEER
BE - RISEREIEE
EMEZZRBE -

THBEERTFERZ
Bl EReRERE
ABEHER - UE

print-out should be signed by top management REGFEZEME
and properly filed. BT - YN
ERRRERAER

Properties leasing

A hard copy of tenancy schedule should be
prepared, updated and initialed each month
by the responsible department and reviewed

by the Finance Division to ensure a proper

12.

MEHRE

BREFER 2 BIAREA
HEBRNMEAR
- BRI
B - DARE

checking system is in place. REEZEBRIEE
BT e

All renewals of tenancy agreements must be AR BHAA

approved and regularly monitored by HEIRERE F

management. B
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C.

ACCOUNTABILITY AND AUDIT (Continued)

C.2

C3

Internal controls (Continued)

The report of the external auditors (the “Report on Internal
Control Review") was considered by the Audit Committee
at a meeting held on April 6, 2006, which has accepted
and recommended the Report on Internal Control Review
to the Board. The Audit Committee has also recommended
to the Board to delegate and authorise the Operation
Review Committee to follow up on the recommendations
of the external auditors as set out in the Report on Internal
Control Review and to take appropriate actions thereon.
The Board has accepted the recommendation of the Audit
Committee in this regard.

Audit Committee

=3
=]

C.

BEREH (&2

C.2

C3

MEBES i ()

HNEEAZ BED 3R 45 [ RSB ES 2 4%
ARE) ERBEREZEEEN
TERNENANARTERR
LN, BEREZSSEET
NEERNHRE - BZEEE
VTEZEESZAUEELE
BZEEE, BINEZEEDT
N (A IBEE R RE) 2=
EVEIREWIREB IR E1TE) ©

ExecEMNERZTESZH
B o

BE&ZES

il

The board should establish formal and transparent
arrangements for considering how it will apply the financial
reporting and internal control principles and for maintaining
an appropriate relationship with the company’s auditors.
The audit committee established by the issuer pursuant to

the Listing Rules should have clear terms of reference.

ESgRAIAEAMB RS
Ko 7R #P B 122 R Al K 4n {e] 4k 5 £
R EZ BN E E BRI E IE
BEEBRAENLH - EITA
BEETRAKINEREZE
EAARBREWHBESRE -

The Audit Committee was established in December 31,
1998 with reference to “Guide for Formation of an Audit
Committee” issued by the Hong Kong Society of Accountants
(now known as Hong Kong Institute of Certified Public
Accountant). With the introduction of the CG Code, the
terms of reference was revised and became effective on
June 30, 2005. The Terms of Reference of the Audit
Committee have included the duties set out in Code
Provision C.3.3(a) to (n). The existing members of the Audit
Committee comprise Mr. Raymond Cho Min LEE, Mr. Boon
Seng TAN and Mr. Ying Kwan CHEUNG, all of whom are
Independent Non-executive Directors. Mr. Ying Kwan
CHEUNG being a fellow member of the Association of
Chartered Certified Accountants and an associate member
of the Hong Kong Institute of Certified Public Accountants
has the appropriate professional qualification and experience
in financial field. Mr. Raymond Cho Min LEE is the Chairman
of the Audit Committee. The Audit Committee does not

have a former partner of the Group's existing audit firm.

‘WO KEE HONG (HOLDINGS) LIMITED
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C. ACCOUNTABILITY AND AUDIT (Continued) C REREH (&
C.3 Audit Committee (Continued) C3 EREZEET (&)
During the year, the Audit Committee has conducted five FR BERZEEEAHAR
(5) formal meetings and discharged its responsibilities. FRERITEBITEREE - = F
Attendance of individual member at the Audit Committee ThEEZZEEEKEZH
meeting in 2005: JE&
Number of meeting PN 5

Mr. Raymond Cho Min LEE TERLE 5/5 (100%)
Mr. Boon Seng TAN BR A SR & 3/5 (60%)
Mr. Ying Kwan CHEUNG (Note) ok FE 3 5 & (ff aF) 1/1 (100%)
Mr. Keniji Tak Hing CHAN (Note) BRfE W% & ([ 3E) 4/4 (100%)
Average attendance rate G g 90%
Note: M et

Mr. Ying Kwan CHEUNG was appointed as an Independent Non- REBMEAR_ZTREFE+—HA=
executive Director on November 3, 2005 and one meeting of the HEZEABYIENTES - ﬁﬁ?BZ
Audit Committee has been held after his appointment. Mr. Kenji BEERBITIT —RBEZREZESE
Tak Hing CHAN has resigned as an Independent Non-executive FoRERELEER_ZZRF T
Director on November 3, 2005 and four meetings of the Audit —AZHEEBEMIERTES R
Committee have been held during his term of office in 2005. RE-_ZEERFEERBEETT

‘E/}\%V?EE Elﬂ?t °

The principal duties of the Audit Committee included ERZEQIEREBER
reviewing the financial controls, internal control and risk AT BT TS ER R - B ERAE KR
management system, annual report and accounts and half- ERGE  BEHFERSKE
year report. BRAHHRE

Annual Report 2005
“EERHEFH



a Corporate Governance Report 7 % & & 3}

”

C.

ACCOUNTABILITY AND AUDIT (Continued)
C.3 Audit Committee (Continued)

The following is a summary of the work performed by the
Audit Committee during the year 2005:

met with the external auditors to discuss the general

scope of their audit work;

reviewed external auditor's management letter and

management’s response;

considered and recommended to the Board adoption

of new accounting standards;

reviewed and recommended to the Board for
approval the audit fee proposal for the Group for
2005;

reviewed the audited accounts and final results

announcement for the year 2004;

reviewed the interim report and the interim results
announcement for the six months ended 30 June
2005;

reviewed and recommended to the Board the
setting up of a formal internal control system for the
Group;

reviewed the non-audit services provided by the
auditors of the Company and assess the
independence and objectivity of the external auditors

in relation to their provision of non-audit services;

made recommendations to the Board on the
appointment of the external auditors and approved

their remuneration and terms of engagement; and

reviewed the related party transactions and
compliance of the relevant Listing Rules and

accounting policies in relation thereto.

‘WO KEE HONG (HOLDINGS) LIMITED
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C. ACCOUNTABILITY AND AUDIT (Continued)

C.3 Audit Committee (Continued)

All issues raised by the Audit Committee have been
addressed by the management. The work and findings of
the Audit Committee have been reported to the Board.
During the year, no issues brought to the attention of the
management and the Board were of sufficient importance
to require disclosure in the Annual Report.

Full minutes of the Audit Committee meetings are kept by
the Company Secretary. Draft and final versions of the
minutes of the Audit Committee meetings are sent to all
members of the Audit Committee for comments and

approval.

The Audit Committee has made available its terms of
reference, explaining its role and the authority delegated to
it by the Board, on request. The terms of reference are

also available on the website of the Company.

The Interim and Annual Reports of the Company have
been reviewed by the Audit Committee.

D. DELEGATION BY THE BOARD

D.1

Management functions

C HE

R (&)

C3 ERFEEE (B

EEEEREBEZZESRY
ZHEEE -CREZTEHRE
EREEECITIERAGHER -
FR BEEERESEHMAX
ZEE HSERETEMNA
RERA T IAEE o

ERZAAEERT
AMERE - BRZ
2 % AL ik Z Ve R & 1R iR
$ﬁL2%ﬁ§i§%%WE'
HER R -

ERZZREECREBRARAER
BEE HAHEACRESS
EETHZED  HBESGE
AR ARBHE LB -

BERZE@CBHARRAZHR
HImERFH -

D. EEEHNZER

D.1

EEEE

An issuer should have a formal schedule of matters
specifically reserved to the board for its decision. The
board should give clear directions to management as to
the matters that must be approved by the board before
decisions are made on behalf of the issuer.

BITARE —ELANEER
ElR IHBFHEEFTEIER
EWER BEFSERKRENT
AEHORERT - TF AR R
EEEMLEHARES S
JE o
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D. DELEGATION BY THE BOARD (Continued) D. EFSEENZER (&
D.1 Management functions (Continued) D.1 EEIjEE (&)

—RME EFEERART
ZRBERVEEASEZE

In general, the Board oversees the Company's strategic
development and determines the objectives, strategies

and policies of the Group. The Board also monitors and FORBERBEEK -EFGNE
controls operating and financial performance and sets R R B S R IR

TRBREEZEEHER A&
AASE KRBT -BEFE
HASBEEBREREBEE
ZENBRTEREE -BF2
XAERANTREZES :

appropriate policies for risk management in pursuit of the
Group's strategic objectives. The Board delegates the
implementation of strategies, and day-to-day operation of
the Group to the management. The Board is entrusted

with the following reserved powers:

”

1. Business strategy 1. BB
«  approval of strategic objectives, annual plans s HMEXRKEREH
and performance targets for the Group. 2 FEFEIREE
BiE -
. approval of proposals for major expansion or o HLAESEARERFEIS
closures. R o

. approval of budgets.

. approval of priorities and performance

indicators.

2. Appointment

. appointment of any person as Director to fill a
casual vacancy or as an additional Director.

. appointment of Executive Chairman and Chief

Executive Officer.

. senior executive appointments.

. appointment and resignation of external auditor
and fixing of auditor's remuneration.

‘WO KEE HONG (HOLDINGS) LIMITED
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D. DELEGATION BY THE BOARD (Continued)

D.1 Management functions (Continued)

2. Appointment (Continued)

appointment, resignation and removal of
Company Secretary.

formation of the board committee(s) and
approval of the membership and terms of
reference of the board committee(s).

3. Board and senior management

delegation of authority to Executive Chairman
and Chief Executive Officer, management and

board committee(s).

approval of remuneration and incentive policies.

approval of remuneration of Directors and
senior management.

assessment of the performance of the

Company and the Board.

4.  Relations with the shareholders

arrangements for the annual general meeting
and other shareholders’ meetings (if any).

matters relating to disclosure as required by

the Law.

suggestions for nomination of Directors for

election by the shareholders.

D. EFEHIZER (B

D.1 EHEINGE (&)

2. REM#E

s RE -BHE B
NAME -

s HREFEETZR
SAHEEEEET
ZEeRBRBER
o

s HERTHITERRT
BEE - ERERE
=EeBE T REgR
5 o

e HEMESRERK
% o

. BEEERBAEE
WIS -

s EARAREEFS
=B o
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D. DELEGATION BY THE BOARD (Continued) D. EXEE#HNZEE (&)

D.1 Management functions (Continued) D.1 EEIjEE (&)
5. Financial matters 5 B%=EIE

approval of annual accounts and Directors’
reports.

approval of credit/loan from banks/financial
institutions.

approval of accounting policies.

approval of any substantial change in the
policies of the Company for balance sheet
management including but without limitation
capital adequacy, credit, liquidity, maturity
structure of assets and liabilities, interest rate
and exchange rate risks and asset concentration
both geographically and by sector.

approval of internal audit plan.

acceptance of auditor's reports including
management letters.

issuing guarantees.

declaration of interim dividends and making

recommendations on final dividends.

Capital expenditures

approval of the capital expenditure budget.

approval of priorities.

Major transactions not included in the budget.
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D. DELEGATION BY THE BOARD (Continued)

D.1

D.2

Management functions (Continued)

10.

11.

12.

Acquisition or disposal by the Company or any
subsidiary of the Company of any equity interest in
any company, asset and business for a consideration
exceeding 5% of the Group shareholders’ funds
except in the ordinary course of trading.

Formation of a new venture requiring an investment
of more than 5% of the Group shareholders’ funds

by the Company or any subsidiary of the Company.

Internal control and reporting systems

. risk assessment and insurance.
. risk management policies, e.g. hedging.
. approval and establishment of any effective

procedures for monitoring and control of
operations including internal procedures for

audit and compliance.

Use of the seal(s).

Donations and sponsorships (if any) above
HK$100,000.

Board committees
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Board committees should be formed with specific written

terms of reference which deal clearly with the committees’
authority and duties.
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D. DELEGATION BY THE BOARD (Continued)

D.2 Board committees (Continued)

Apart from the Audit Committee (particulars are disclosed
under C.3) and the Remuneration Committee (particulars
are disclosed under B.1), the Board has also established
three other committee of the Board, namely the Financial
Control Committee, the Executive Directors’ Committee
and the Operation Review Committee.

The Financial Control Committee is responsible for
overseeing the internal financial control and treasury
management function and comprises Mr. Richard Man Fai
LEE, Executive Chairman and Chief Executive Officer of the
Company, Mr. Tik Tung WONG, Executive Director and
Chief Financial Officer of the Company and Ms. Virginia
Tang, Deputy Financial Controller.

The Executive Directors’ Committee is responsible for
overseeing the discharge of the day-to-day management
functions of the Executive Directors and comprises any two
of the Executive Directors.

The Operation Review Committee is responsible for
enhancing the overall internal control of the Group to
ensure compliance with the principles and spirits of
corporate governance and comprise of Mr. Sammy Chi
Chung SUEN, Mr. Tik Tung WONG and some general
management of the Group.

E. COMMUNICATION WITH SHAREHOLDERS

E.1

Effective communication
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E. HERRZEE

E.1
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The board should endeavour to maintain an on-going
dialogue with shareholders and in particular, use annual
general meetings or other general meetings to communicate

with shareholders and encourage their participation.
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E. COMMUNICATION WITH SHAREHOLDERS
(Continued)

E.1

E.2

Effective communication (Continued)

At the 2005 Annual General Meeting, a separate resolution
was proposed by the Executive Chairman in respect of
each separate issue, including the re-election of Directors.
At the forthcoming Annual General Meeting to be held on
June 15, 2006, a separate resolution will be proposed by
the Executive Chairman in respect of each separate issue,
including the re-election of Directors.

The Chairmen of the Audit Committee and the
Remuneration Committee or the members of the respective
committees or their respective appointed delegates will
attend the forthcoming annual general meeting to answer

questions of shareholders.

Voting by poll

E. HERRZEE (&)

E.1

E.2

ARBE (B)

RZZETRERFAFRS L -

HITEREZASENEER
BEDRER  BIEEESES -
R-ZZBEZERFENAT+HEHBAH
RITZBRBFERE L - $17
FEERSEAETIRZBRB
BURZER BEEEES -

ERRBERFMEEEER
SHBEEEE KB HERM
ZEZRERRBLFEARET
ZEREBFRE  UEERR
R ZHEE -

MEEARXRR

The issuer should regularly inform shareholders of the
procedure for voting by poll and ensure compliance with
the requirements about voting by poll contained in the
Listing Rules and the constitutional documents of the

issuer.
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The procedures for demanding a poll by the shareholders
were incorporated in the circular for the forthcoming
Annual General Meeting and also the special general

meeting to be held immediately thereafter.

At the 2005 annual general meeting, the Executive
Chairman has provided an explanation of the procedures
for demanding poll by shareholders at the commencement
of the meeting.
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Enjoying a shared lifestyle,
pelssion and new experiences
to meet ones needs.

WO KEE HONG (HOLDINGS) LIMITED

is a diversified distributor of high-quality, brand-name
products serving customers in the Asian region and in
particular the Hong Kong, Macau and the mainland
People’s Republic of China (PRC) markets. The Group
began distributing audio products in Hong Kong in 1954.
Over the years, product categories have changed and
today the Group distributes air-conditioning and
refrigeration products; audio visual equipment; car audio
and electronic products; motor vehicles and car
accessories; and other electronic and electrical products.
It also has a direct marketing/retailing business. The
Group has considerable expertise in nurturing and
developing brands and products it represents through its
multi-distribution channels and including provision of
after-sales-service. For over five decades, by combining
skilled marketing and sales with the close support of
long-established supplier relationships, the Group has
ensured that many of its brands have become symbols
of excellence and household names in the minds of

consumers in the markets it serves.



