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CODE ON
CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 June 2006, the Company has
applied the principles of, and complied with, the code provisions
of the Code on Corporate Governance Practices (the “CG 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”), except for certain deviations which are
summarized below.

Code provisions B.1.3 and C.3.3 of the CG Code stipulate that the
terms of reference of the remuneration committee and audit
committee should include, as a minimum, those specific duties as
set out in the respective code provisions.

The terms of reference of the Remuneration Committee adopted
by the Company are in compliance with the code provision B.1.3
except that the Remuneration Committee should review (as
opposed to determine under the code provision) and make
recommendations to the Board on the remuneration packages of
the Executive Directors (as opposed to all executive directors and
senior management under the code provision).

The terms of reference of the Audit Committee adopted by the
Company are in compliance with the code provision C.3.3 except
that the Audit Committee should (i) recommend (as opposed to
implement under the code provision) the policy on the engagement
of the external auditors to supply non-audit services; (ii) scrutinise
(as opposed to ensure under the code provision) whether
management has discharged its duty to have an effective internal
control system; and (iii) promote (as opposed to ensure under the
code provision) the coordination between the internal and external
auditors, and check (as opposed to ensure under the code provision)
whether the internal audit function is adequately resourced.
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The reasons for the above deviations are set out in the section
“Corporate Governance Report” contained in the Company’s
annual report for the financial year ended 31 December 2005. The
Board considers that the Remuneration Committee and the Audit
Committee should continue to operate according to the terms of
reference adopted by the Company. The Board will review the
terms at least annually and make appropriate changes if considered

necessary.

The Board’s annual review of the effectiveness of the system of
internal control of the Group pursuant to the code provision C.2.1
of the CG Code will be reported upon in the forthcoming corporate
governance report to be contained in the Company’s annual report

for the financial year ending 31 December 2006.

CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its code of conduct regarding securities
transactions by the Directors. All Directors have confirmed,
following a specific enquiry by the Company, that they have fully
complied with the required standard as set out in the Model Code
throughout the period under review.
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