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CORPORATE GOVERNANCE PRACTICE

The Company is committed to the establishment of good corporate governance
practices and procedures which serve as an important element of risk management
throughout the growth and expansion of the Company. The Company emphasizes
on maintaining and carrying out sound, solid and effective corporate governance

principles and structures.

The Company has complied with the applicable code provisions of the Code on
Corporate Governance Practices (the “Code”) as set out in Appendix 14 of the
Listing Rules throughout year ended 30th June 2006, except for deviation of the

code provisions A.2.I and A4.| of the Code as mentioned below.

According to the code provision A.2.1, the roles of chairman and chief executive
officer should be separate and should not be performed by the same individual. Up
to the date of this annual report, the Board has not appointed an individual to the
post of chief executive officer. The roles of the chief executive officer have been
performed collectively by all the executive directors, including the chairman, of the
Company. The Board considers that this arrangement allows contributions from all
executive directors with different expertise and is beneficial to the continuity of the
Company's policies and strategies. Going forward, the Board will periodically review
the effectiveness of this arrangement and considers appointing an individual to chief

executive officer when it thinks appropriate.

Code Provision A4.| stipulates that non-executive directors should be appointed
for a specific term, subject to re-election. The Company's independent non-executive
directors were not appointed for a specific term but is subject to retirement by
rotation and re-election at the annual general meeting of the Company in

accordance with the Company's bye-laws.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) set out in Appendix |0 of the Listing Rules as its
own code of conduct regarding directors’ securities transaction. The Company has
made specific enquiries of all directors and all directors confirmed they have

complied with the required standard of dealings set out therein during the year.
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BOARD OF DIRECTORS

Composition of the Board, number of Board meetings and Directors’
attendance

The Company's Board has a balance of skills and experience and a balanced
composition of executive and non-executive directors. The Board conducts meetings
on a regular basis and on an ad-hoc basis, as required by business needs. During the
year, the Board held a total of four regular board meetings and three ad-hoc board

meetings. The composition of the Board and attendance of the Directors are set out
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below: KREZHEHEBOT
No. of
No. of ad-hoc
regular meetings
Attendants meetings Attendance # 5 Attendance
HEE plEgRy HERB gFRB  HERE
Executive Directors: HITESE
HUI Sai Chung (Chairman) A (FE) 4 4 3 3
HUI Kwok Kwong B 4 4 3 3
(Deputy Chairman and Managing Director) (BIEEHREFLLE)
DrWONG Chi Ying, Anthony BFEELT 4 4 3 |
LAl Kam Wah RingE 4 4 3 3
CHING Yu Lung RN 4 4 3 3
LIV Sau Lai BEE 4 4 3 2
Independent Non-executive Directors: BYFHTESE:
HO Wai Chi, Paul &S 4 3 3
FONG Pong Hing 77 #R e 4 2 3
CHAN Dit Lung BRikEE 4 3 3 0
33
g
The balanced board composition ensured strong independence exists across the EEQE o RBAK  BENERFREEE mg
Board and has met the recommended practice under the Code to have at least ZeFEaEE BN  HARBRGEIT -%R
one-third of its members comprising independent non-executive directors. At least ~ BIFiHBEEZEXERIBEE =S —RBELFE %

one of the independent non-executive directors has appropriate professional
qualifications, accounting and financial management expertise. The biographies of the
Directors are set out in pages 4 to 5 to the annual report, which demonstrates a

diversity of skills, expertise, experience and qualifications.
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BOARD OF DIRECTORS (Contd)

Composition of the Board, number of Board meetings and Directors’
attendance (Cont'd)

The Independent Non-executive Directors have been appointed for a term subject

to retirement by rotation in accordance with the Company’s Bye-laws.

The Company has received annual confirmation of independence from the three
independent non-executive directors in according with Rule 3.13 of the Listing
Rules. The Board has assessed their independence and concluded that all the
independent non-executive directors are independent within the definition of the

Listing Rules.

Role and Function
*  To establish the strategic direction for the development of the Company and

set the objectives of the management;

*  To approve annual budgets, major funding proposal and investment proposals;

*  To decide on matters such as annual and interim results, major transactions,

directors appointment, and dividend and accounting policies; and

*  To oversee the processes for evaluating the adequacy of internal controls, risk

management, financial reporting and compliance.

Directors' Responsibilities for the Financial Statements

The Members of the Board are responsible for preparing the accounts of the
Company and of the Group.The accounts are prepared on a going concern basis
and give a true and fair view of the state of affairs of the Company and of the
Group as at 30th June 2006, and of the Group’s profit and cash flow for the year
then ended. In preparing the accounts for the year ended 30th June 2006, the
Members of the Board have selected appropriate accounting policies and, apart
from those new and amended accounting policies as disclosed in the notes to the
accounts ended 30th June 2006, have applied them consistently with previous
financial periods. Judgments and estimates have been made that are prudent and
reasonable.The reporting responsibilities of the External Auditor are set out on

page 40.
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NOMINATION OF DIRECTORS

The Board has not set up a nomination committee. The nomination of new directors
has been delegated to the Chairman and other executive directors. They review
regularly the need to appoint additional directors with appropriate professional
knowledge and industry experience. The Board will then consider the appointment

of the candidates nominated by them as directors of the Company.

AUDIT COMMITTEE

Composition

The Company has formulated written terms of reference for the Audit Committee
in accordance with the requirements of the Stock Exchange. The Audit Committee
consists of all independent non-executive directors. The composition and attendance

record of the Audit Committee are as follows:
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Number of meetings Attendance
Attendants attended/Total percentage
HEE HESERE BRE HE R
HO Wai Chi, Paul (Committee Chairman) MRS (ZE2LE) 212 100%
FONG Pong Hing 71 HE 2 100%
CHAN Dit Lung BRikEE 22 100%
Role and Function BERBE

The principal duties of the Audit Committee are to ensure the objectivity and
credibility of financial reporting and internal control procedures as well as to

maintain an appropriate relationship with the external auditors of the Company.

The terms of reference of the Audit Committee are aligned with the
recommendations set out in “A Guide for Effective Audit Committees” issued by the
Hong Kong Institute of Certified Public Accountants. Given below are the main

duties of the Audit Committee:

(@) to consider the appointment of the external auditor and any questions of

resignation or dismissal;

(b) to discuss with the external auditor before the audit commences, the nature

and scope of the audit;
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AUDIT COMMITTEE (Contd)
Role and Function (Cont'd)
(c) to review the half-year and annual financial statements before submission to
the Board, focusing particularly on:
(i) any changes in accounting policies and practices;
(i)  major judgmental areas;
(iii)  significant adjustments resulting from the audit;
(iv) the going concern assumption;
(v) compliance with accounting standards;
(vi) compliance with stock exchange and legal requirements; and
(d) to discuss problems and reservations arising from the audits, and any matters

the external auditor may wish to discuss (in the absence of management

where necessary).

For the year ended 30th June 2006, the Audit Committee met twice during the year,
in particular, to review and discuss the followings:

*  the auditing and financial reporting matters;

*  the appointment of external auditors;

»  the establishment of internal control system; and

¢ reviewed the interim results and the audited financial statements.

Each member of the Audit Committee has unrestricted access to the Auditors and

all senior staff of the Group.
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REMUNERATION COMMITTEE

Composition

The Company has formulated written terms of reference for the Remuneration
Committee which stated clearly its authorities and duties in accordance with the
requirements of the Stock Exchange. The remuneration committee consists of three
independent non-executive directors and an executive director. The composition

and attendance record of the Remuneration Committee are as follows:
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Number of meetings Attendance
Attendants attended/Total percentage
HE & HESBRY,BRY i ®
HO Wai Chi, Paul (Chairman) WEE (FE) /1 100%
FONG Pong Hing 71 H# /1 100%
CHAN Dit Lung BRikEE /1 100%
HUI Sai Chung At /1 100%
Role and Function ABRBE

The Remuneration Committee is responsible for ensuring formal and transparent
procedures for developing remuneration policies and overseeing the remuneration
packages of the executive Directors and senior management. It takes into
consideration on factors such as salaries paid by comparable companies, time
commitment and responsibilities of Directors and senior management. The
Remuneration Committee meets at least once a year to assess the performance and
review the annual salaries and bonus of the senior executives. The remuneration

committee held one meeting during the year ended 30th June 2006.
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AUDITORS’ REMUNERATION BB <
During the year, the nature of the audit and non-audit services provided by — RFER * NARIZEME ZFKES RIS/
PricewaterhouseCoopers, the auditors of the Company, and the relevant fee paid Frictt e EGRFEBRRE  MALARZE

and payable by the Company for such services are as follows: REENRENZEBERNT -
HK$
BT
Audit services for the Group RASERME 2 BZRE 1,015,000
Non-audit services including: FEZRBEE
— review of interim results —EHRHESR 200,000
— taxation services for the Group - REAEERE 2 RERE 117,000
— agreed upon procedures on the Group's —BEAEERFEERMIRT 10,000
annual result announcement
Total @ 1,342,000

INTERNAL CONTROL AR EE
The Board is responsible for the Group's system of internal controls and for EXeTREAEENANERRG R &
reviewing its effectiveness. The management of the Company has established a set of X c RARIMEBREEHE —ETENH

comprehensive policies, standards and procedures in areas of operational, financial £ REREF  &E 1%\ fEEHE - BT
and risk controls for safeguarding assets against unauthorized use or disposition; for EREREE  UREEEGIRELEX K

maintaining proper accounting records; and for ensuring the reliability of financial REENFRAIEE 1%% HENEELR

information to achieve a satisfactory level of assurance against the likelihood of the RERMBERMAEYE  NETRERED
occurrence of fraud and errors. During the year, the Board has received a high level RE - TIEBGFHERNBE R - EAEW ’

risk assessment from an external consultant and has also conducted a review of the ~ EZE&E RN REE K #1712 K F & E R 5T

effectiveness of the system of internal control of the Company and its subsidiaries & ARTERIRATRENBARANE
with no material issues noted. BREGOK - WEEREMEARE -
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COMMUNICATION WITH SHAREHOLDERS

The Group uses several formal channels to ensure fair disclosure and
comprehensive and transparent reporting of its performance and activities. Annual
and interim reports are printed and sent to all shareholders. Press releases are
posted on the Company’s corporate website http://www.nhh.com.hk. The Company's
website provides email address, postal address, fax number and telephone number
by which enquiries may be put to the Company. Constantly being updated in a
timely manner, the website also contains additional information on the Group's

business activities.

The Company encourages its shareholders to attend Annual General Meetings to
ensure a high level of accountability and to stay informed of the Group’s strategy

and goals.

The Company keeps shareholders informed of the procedure for voting by poll in all
circulars to shareholders which are from time to time despatched to shareholders
together with notices of general meetings of the Company. The Company has taken
steps to ensure compliance with the requirements about voting by poll contained in
the Listing Rules and the constitutional documents of the Company. The Board and
external auditors attend the Annual General Meetings to answer shareholders’
questions. Poll results are advertised in newspapers on the following day and are

posted on the Company's corporate website shortly after the meetings.
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