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The Board of Directors of the Company (the “Board”) is committed to
good standards of corporate governance in order to protect and enhance
the interests of our shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all the code
provisions on the Code on Corporate Governance Practices (the “CG
Code”) (with the exception of code provision C.2 on internal control
which is effective for accounting periods commencing on or after 1 July
2005) 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”) throughout the year ended 31 March 2006, except for the following
deviations:-

Code Provision A.2.1 of the CG Code

Under the code provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual. The Company does not at present
have any officer with the title of “chief executive officer” (“CEQ”) but
instead the duties of a CEO are performed by Dr. Yap, Allan, the Managing
Director of the Company, in the same capacity as the CEO of the
Company.

Code Provision A.4.1 of the CG Code

Under the code provision A.4.1 of the CG Code, non-executive directors
should be appointed for a specific term, subject to re-election. The
current independent non-executive directors are not appointed for a
specific term. However, all directors (including executive and non-
executive) are subject to retirement by rotation at annual general meeting
of the Company in accordance with bye-law 87(2) of the Bye-Laws of
the Company.

As such, the Company considers that sufficient measures have been
taken to ensure that the Company’s corporate governance practices are
no less exacting than those in the CG Code.
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THE BOARD
Composition of the Board

The Board represents shareholders of the Company in managing the
Company’s affairs. The Board currently consists of seven members,
including three executive directors, namely Dr. Chan Kwok Keung, Charles
(Chairman), Dr. Yap, Allan (Managing Director) and Mr. Lui Siu Tsuen,
Richard (Deputy Managing Director), and four independent non-executive
directors, namely Messrs. Yuen Tin Fan, Francis, Kwok Ka Lap, Alva,
Wong King Lam, Joseph and Sin Chi Fai. Biographical details of all
directors and the relevant relationships among them are set out in
“Directors’ and Senior Management’s Profile” on pages 19 to 20 of the
annual report.

The Board includes a balanced composition of executive directors and
independent non-executive directors and possess a wide spectrum of
relevant skills and experience. Among all independent non-executive
directors, one of them has the professional accounting qualification as
required by the Listing Rules. The Company has received an annual
confirmation from each of the independent non-executive directors
pursuant to Rule 3.13 of the Listing Rules. The Company considers all of
independent non-executive directors to be independent.

The Board meets regularly throughout the year as and when required.
Sufficient notices are given to all directors before the regular board
meetings and all directors are consulted to include any matters in the
agenda. Agenda and accompanying board papers are given to all directors
in a timely manner before the appointed date of the meetings. All Board
members are kept informed of material changes about the Group’s
businesses and have full access to the Company Secretary with a view
to ensuring the Board procedures and all applicable rules and regulations
are followed.
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During the year ended 31 March 2006, four meetings were held by the REBE-_ZEXF=-A= —f— AEFERN =

Board. Individual attendance of each Board member at these meetings Eg0 871 '/Z EHR-BESEKEZBERH
is shown below: FZEEHEZBERIINNOT:

Number of

Board Meetings

attended/held

OHE/ B8EITZ

Name of Director EENE EETEELY

Executive Directors HITEE

Dr. Chan Kwok Keung, Charles (Chairman) PRERIE L (/) 4/4

Dr. Yap, Allan (Managing Director) Yap, Alanf = (£ F s s 72 4/4

Mr. Lui Siu Tsuen, Richard (Deputy Managing Director) BIKR LA (8] F F 4 4/4

Mr. Chan Kwok Hung (Note 1) PR B MBS A4 (M321) 0/1

Non-Executive Directors FHFTEE

Mr. Fok Kin-ning, Canning (Note 2) ERERE (Wi22) 01

Mr. Ip Tak Chuen, Edmond (Note 2) BEB LA (Hix2) 0/1

Mr. Cheung Hon Kit (Note 2) FOBGEEE (W222) 0/1

Ms. Shih, Edith (Note 3) MEERfE &+ (W 223) 0/1

(Alternate to Mr. Fok Kin-ning, Canning) (ERERAZHESE)

Independent Non-executive Directors BLEHTESE

Mr. Yuen Tin Fan, Francis RRAREE 3/4

Mr. Kwok Ka Lap, Alva BRI EAE 4/4

Mr. Wong King Lam, Joseph BEEREE 4/4

Mr. Sin Chi Fai (Note 4) SRR ST (T 224) 3/3

Notes: {5

1. Mr. Chan Kwok Hung retired as executive director at the annual general 1. REGEEEEARTR_ETHFNA—
meeting of the Company (the “AGM”) held on 1 September 2005. HRIZBRRBFRE ([RRBAFAE])

FREHTES-

2. Messrs. Fok Kin-ning, Canning (“Mr. Fok”), Ip Tak Chuen, Edmond and 2. EEELAL( f%%EJ ) EEmairAERERE
Cheung Hon Kit retired as non-executive directors at the AGM held on 1 BELEERZZTRAFNA —HBEITZRRE
September 2005. BERE ERE # HMITES-

3. Ms. Shih, Edith ceased to be an alternate director to Mr. Fok following 3. BEAEN-_ZTTAFNA—BHRTZRE
Mr. Fok’s retirement as non-executive director at the AGM held on 1 BERg LRTEFEDTESHHE MERE
September 2005. ZEFBHAERREZBEES-

4, Mr. Sin Chi Fai was appointed as independent non-executive director 4, GEBAEEBZSERAF T AT -ARE

with effect from 12 December 2005.
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The principal functions of the Board are to formulate corporate strategy
and direction with the objective of enhancing shareholder value, to consider
the Group’s major corporate matters, to monitor and control the operating
and financial performance of the Group. Day-to-day management of the
Group’s business is delegated to the management of the Company
under the supervision of the Managing Director. The delegation of
responsibilities and authority is reviewed regularly to ensure that the
appropriate reporting systems are in place. The Board has established
three committees with specific responsibilities to manage and oversee
particular aspects of the Company’s affairs. Each committee is appointed
with written terms of reference and is accountable to the full Board. The
Board has reserved for its decision and consideration matters covering
corporate strategy, dividend policy, major acquisitions, disposals and
capital transactions, annual and interim results, changes of members of
the Board and its committees, and other significant operational and
financial matters. A written procedure has been agreed for directors to
seek independent professional advice at the Company’s expense upon
their request.

The Company has arranged for Directors’ and Officers’ Liability Insurance
to indemnify its Directors and management staff against potential liabilities
incurred by them in discharging their duties. The insurance coverage for
the Directors and management staff is reviewed on an annual basis.

Chairman and Managing Director

The Company fully recognizes that the respective role of Chairman and
Managing Director should be distinct and separated. The position of the
Chairman and Managing Director are held by Dr. Chan Kwok Keung,
Charles and Dr. Yap, Allan respectively. The Chairman is responsible for
leadership of the Board while the Managing Director is responsible for
the day-to-day management of the Group. A clear division of
responsibilities at the board level is maintained in order to entail a balance
of power and authority.

Appointment, Re-election and Removal of Directors

The Company has not established a nomination committee. The Board
as a whole is responsible for considering and approving the appointment
of its members and nominating them for election and re-election by the
shareholders of the Company in order to ensure the Board to have
adequate skills and experience for further shareholder interest.

The non-executive directors are not appointed for specific term. Under
the Bye-Laws of the Company, all directors (including executive directors
and independent non-executive directors) are subject to retirement by
rotation at least once every three years.

Induction program is arranged for the newly appointed director on the
latest information of the Group. The comprehensive orientation package
is also provided detailing the responsibilities and duties of being a director
and the requirements under the applicable rules and regulations of the
Company.

EZe T ERERBIELERRE NI RIAR
HEREE BRAEEIBECEZTEURE
ERKEEERYBRRA - AKEXHK AT
EEAEFHALEEE THARAERER
B-ZRZBERRTZBEBERETR
AOUEREE CHREBAIL-EFTECR
VEEAZEEVAERERE WEBEREE
ARBEBZHETH-ZTRZBEHERTER
BELEYA2BESSRE -EFTAER
EREESREERRE REBEX T2WHE-
HERBEAR S FERTHESE EFER
HEEeNBZE#EAREMBRNEE YK
EHCHE-—BE@EF UWEEEFRD
SRBUEXEZER 2ERE BARRAESR
BMER-

ARFEREEEREEBABRHEERE
EEABEERR UREREEARBRT®EALZ
BEmMSIEZBEEE-EEREEEBAEL
R HBERNSFETRE -

FTRERESHKRE

ARRFNEERESRLETAZACER
FRESHAN - EFEREZBLIE 2B AR
HoatE+ KVYap, Alan B+ RIEFE-TFEE
EEEEET MESLAKBUIEETAER Y
BEEE - BEZSEERIN ST 2HEE S
LUZSE ) KRB FiEe

ZE EERERESF

=

ARRYERIREEES 2REFT ST
EREHEREEKE MIRRREUHEAL
BRERETHRENBEET AERESSN
—HPZBRRVNEABRE 2 RERER-

El
Al
ji:3

FRTEZTLEREETH - REARF ZAA
AR FBEER (BRATEERBIIERTT
EFR)HAELB=FHEREI R

RAEBEZ & EM R ZEESLHER
EoMmEHEEm2BMER FUREFZEMR
HBBEARARAER 2 R RROZ AR

TE e



25 HANNY HOLDINGS LIMITED $3 @ EE AR A A

Corporate Governance Report
rERERMSE

BOARD COMMITTEES

The Board has established committees to assist in carrying out its
responsibilities. Three committees have been appointed, including an
Executive Committee, a Remuneration Committee and an Audit
Committee. The committees report regularly to the Board and where
appropriate, make recommendations on matters for consideration.

Executive Committee

The Executive Committee was established in December 2005 which
comprises all executive directors, namely Dr. Chan Kwok Keung, Charles,
Dr. Yap, Allan and Mr. Lui Siu Tsuen, Richard. The Executive Committee
meets as and when required to oversee the day-to-day management
and operation of the Group’s business and has all the general powers of
the Board except those matters specifically reserved for the Board which
are reviewed by the Board from time to time.

Remuneration Committee

The remuneration committee was established by the Company in
December 2005 with a majority of members being independent non-
executive directors. The Remuneration Committee consists of two
independent non-executive directors, namely Messrs. Kwok Ka Lap,
Alva and Wong King Lam, Joseph and one executive director, namely
Mr. Lui Siu Tsuen, Richard. Mr. Kwok Ka Lap, Alva acts as the Chairman
of Remuneration Committee. The Remuneration Committee is responsible
for making recommendations to the Board on issues including review
management succession planning for senior management of the
Company; formulate and review remuneration policy and packages of all
directors and senior management; and review and approve compensation
packages, roles and responsibilities and performance assessment of
employees of the Group.

The Remuneration Committee met once during the year ended 31 March
2006 to review the remuneration package of a senior management.
Individual attendance of each Remuneration Committee member at the
meeting is shown below:

Name of Remuneration
Committee Member
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Number of

Remuneration Committee Meeting
attended/held

EHEB8RTZ
FHEESEEAH

Mr. Kwok Ka Lap, Alva (Chairman)
Mr. Wong King Lam, Joseph
Mr. Lui Siu Tsuen, Richard
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Audit Committee

The Audit Committee has been set up by the Company since 1999.
Maijor roles and functions of the Audit Committee are as follows:

@)

To consider the appointment, re-appointment and removal of the
auditors, and to approve the remuneration and the terms of
engagement of the auditors, and any questions of resignation or
dismissal of the auditors of the Group;

To assess the independence of auditors and discuss with the
auditors the nature and scope of the audit;

To review interim and annual accounts before submission to the
Board;

To review the financial controls, internal controls and risk
management system of the Group and make recommendations
to the Board; and

To review the auditors’ management letter and material queries
raised by the auditors to management in respect of accounting
records, financial accounts or systems of control and
management’s response.

The Audit Committee is composed of three independent non-executive
directors, namely Messrs. Wong King Lam, Joseph (who acts as Chairman
of the Committee), Kwok Ka Lap, Alva and Sin Chi Fai. All Audit Committee
members have appropriate qualifications and experience to properly
discharge its roles and responsibilities.
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During the year ended 31 March 2006, the Audit Committee held two
meetings to review with the management and the auditors the audited
financial statements for the year ended 31 March 2005 and the unaudited
interim financial statements for the six months ended 30 September
2005, with the recommendations to the Board for approval; and has
reviewed with the management the accounting principles and policies
adopted by the Group and the financial statements for the year ended
31 March 2006. Individual attendance of each Audit Committee member
at these meetings is shown below:
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ERFZA=ZT-HALFEZMBERR -TF
REEEKBZEEERZEeHR /RN
T

Number of
Audit Committee Meetings
attended/held
Name of Audit EHE B8
Committee Member ERZEEKENHA EREEES u;xu\%(
Mr. Wong King Lam, Joseph (Chairman) E%E E(EF) 2/2
Mr. Kwok Ka Lap, Alva BN TE 2/2
Mr. Sin Chi Fai (appointed on 12 December 2005) >§'E, BEAE (RZZEERF A TZHEZT) 11
Mr. Cheung Hon Kit REGEEAE
(retired at the AGM on 1 September 2005) (RZETRFNLA BRI ZRRBAFKRE L&FT) 0/1
AUDITORS’ REMUNERATION 2 B4R B &
For the year ended 31 March 2006, the amount paid to Messrs. Deloitte REBEEZZZERF=ZA=T—HLFE s
Touche Tohmatsu, the auditors of the Company in respect of the audit gefg %5% bil quA BT (ARA B EAED) B iR

and non-audit services provided are as follows:

LERLFECREMINTEZEBEOT:

Type of services Amount

(HK$'000)

fRigEERY x|

(+#%71)

Audit Nz 13,826
Non-audit services B LIRS

Taxation 18 52

Other services H b AR 8,167

Total: At 22,045

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions (the “Model Code”). Having made specific enquiry by the
Company, all directors have confirmed the compliance with the required
standard set out in the Model Code during the year ended 31 March
2006.
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DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The directors are responsible for the preparation of the financial statements
for each financial period which 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 audited financial statements for the year ended 31 March
2006, the directors have selected suitable accounting policies and applied
them consistently, made judgements and estimates that are prudent, fair
and reasonable and prepared the audited financial statements on a
going concern basis. The directors are also responsible for keeping
proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Group, for safeguarding the assets
of the Group and for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

The responsibilities of the auditors to the shareholders are to form an
independent opinion, based on the audit, on those financial statements
and their opinion on the consolidated financial statements of the Group
for the year ended 31 March 2006 is set out in “Report of the Auditors”
on pages 41 and 42 of the annual report.

COMMUNICATION WITH SHAREHOLDERS

The Company is committed to ensure that the Company maintains on-
going dialogue with shareholders to provide them with information
necessary to evaluate the performance of the Company. The primary
communication channel between the Company and its shareholders
includes the publication of interim and annual reports, press releases on
newspapers, annual general meeting and other general meetings, and
the Company’s website.

Separate resolutions are proposed at general meetings on each
substantially separate issue, including the election or re-election of
individual directors. Details of procedure for demanding a poll is included
in all circulars of the Company despatched to the shareholders of the
Company.
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