Corporate Governance Report
CEERBEE

“People-oriented, honesty, pragmatism, creativity and
standardized management” are the unchanged management
principles of the Group. The Group strives to achieve high
standards of corporate governance which it believes is crucial
to the development of the Group and to safeguard the
interests of the shareholders of the Company. To achieve this,
the Board has established four committees namely the
Executive Committee, the Audit Committee, the Remuneration
Committee and the Management Committee. Besides, the
Group has formed its risk management divisions responsible
for regular risk control and inspection, and has enhanced its
risk assessment and review for investments. In addition to
the aforesaid, the Group has carried out regular internal audit

on investment projects to enhance its management standard.

The Code on Corporate Governance (“the Code”) set out in
Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (“the Listing
Rules”) was duly adopted by the board of directors of the
Company (“the Board”) as the code on corporate governance

practices of the Company.

For the year ended 31 December 2006, the Company has
complied with the provisions of the Code and some of the
recommended best practices as set out in the Code except
that Mr. Wang Mingqguan, the Chairman of the Company, was
unable to attend the 2006 Annual General Meeting of the
Company. However, appropriate arrangements have been
made accordingly before the holding of the Annual General

Meeting.
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ORGANIZATIONAL STRUCTURE IN BREXEAMASEE
RELATION TO CORPORATE GOVERNANCE

Shareholders
%

Board of Directors

Exg

External Auditors Company Secretary
SMERRZ BB NRABE

Audit Committee Executive Committee Remuneration Committee Management Committee
ERZEE" HITEREZER HMEEE EEZREE

II

China Everbright International Limited B} KEERER A A



£ Corporate Governance Report
LEEREEE

THE BOARD OF DIRECTORS

Composition and function
The Board comprises twelve directors, of which nine are

executive directors and the remaining three are independent

non-executive directors.

As at 31 December 2006, the directors were:

Name of Director

Executive Directors

Mr. Wang Mingquan

Mr. Zang Qiutao

Mr. Li Xueming

Mr. Chen Xiaoping

Mr. Philip Fan Yan Hok

Mr. Huang Chaohua

Mr. Raymond Wong
Kam Chung

Mr. Chen Shuang

Ms. Zhang Weiyun

Non-executive Directors

Sir David Akers-Jones

Mr. Aubrey Li Kwok Sing

Mr. Selwyn Mar

Title

Chairman

Vice-chairman
Vice-chairman

Chief Executive Officer
General Manager
Deputy General Manager

Chief Financial Officer

Executive Director

Executive Director

Independent
Non-executive Director

Independent
Non-executive Director

Independent

Non-executive Director
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THE BOARD OF DIRECTORS (continued)

Composition and function (continued)

In accordance with the Articles of Association of the
Company, subject to the manner of retirement by rotation of
directors as from time to time prescribed under the Listing
Rules and notwithstanding any contractual or other terms on
which any director may be appointed or engaged, at each
annual general meeting, one-third of the directors for the time
being (or if their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire from office
by rotation, provided that every director (including those
appointed for a specific term) shall be subject to retirement

by rotation at least once every three years.

The position of the Chairman and the Chief Executive Officer
are held by separate individuals, with a view to maintaining
an effective segregation of duties respecting management
of the Board and the day-to-day management of the Group’s

business.

The Board meets regularly throughout the year. Under the
lead of the Chairman, the Board is responsible for approving
and supervising the overall strategy and policies of the Group,
approving annual budget and business plans, assessing the
Group’s performance and supervising the work of the
management. All directors have access to board papers and
related materials, and are provided with adequate information
on a timely manner. The directors of the Company may, if
necessary, seek legal or other independent professional

advice at the expense of the Company.

In respect of regular board meetings and audit committee
meetings, the agenda is sent out to the directors at least
fourteen days before the meeting and the accompanying
papers are sent at least three days before the meeting for

information.
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THE BOARD OF DIRECTORS (continued)

Composition and function (continued)

As an integral part of good corporate governance, the Board
has established the following committees with specific written
terms of reference which deal clearly with the committee’s

authority and duties:—

1. EXECUTIVE COMMITTEE
The Executive Committee comprises Mr. Wang
Mingquan (Chairman), the Chairman of the Board, and
eight executive directors, namely Mr. Zang Qiutao, Mr.
Li Xueming, Mr. Chen Xiaoping, Mr. Philip Fan Yan Hok,
Mr. Huang Chaohua, Mr. Raymond Wong Kam Chung,
Mr. Chen Shuang and Ms. Zhang Weiyun. Its main duties
include performing the duties assigned by the Board as
well as exercising the authority and rights authorized by
the Board. There was no meeting held during the year.
The general mandate in relation to the Executive

Committee in written form has been established.

2. REMUNERATION COMMITTEE
The Remuneration Committee comprises Mr. Wang
Mingqguan (Chairman), the Chairman of the Board, Mr.
Zang Qiutao, the Vice-chairman of the Board, and three
independent non-executive directors of the Company,
namely Sir David Akers-Jones, Mr. Aubrey Li Kwok Sing
and Mr. Selwyn Mar. Its main duties include offering
advice to the Board on the matters pertaining the
remuneration policy and remuneration structure of the
directors and senior management of the Company. The
terms of reference of the Remuneration Committee are

disclosed on the website of the Company.
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THE BOARD OF DIRECTORS (continued)

Composition and function (continued)

2.

REMUNERATION COMMITTEE (continued)

During the year, the Remuneration Committee has
reviewed the remuneration policy and structure of the
executive directors and senior management of the

Company, and offered advice on the same to the Board.

The remuneration of all the directors and their respective
interest in share options are set out in note 30 to the
financial statements and under the “Share option
scheme” paragraph in the report of the directors of this

Annual Report.

AUDIT COMMITTEE

The Audit Committee, comprising all three independent
non-executive directors of the Company, namely Sir
David Akers-dones (Chairman), Mr. Aubrey Li Kwok Sing
and Mr. Selwyn Mar, is primarily responsible for reviewing
the accounting principles and practices adopted by the
Group, as well as discussing and reviewing the internal
control and financial reporting matters of the Group. The
terms of reference of the Audit Committee are disclosed

on the website of the Company.

During the year, the Audit Committee has reviewed with
the management and KPMG, the Company’s auditors,
the accounting principles and practices adopted by the
Group and discussed the Group’s internal control and
financial reporting matters, including review of the annual
results for the year ended 31 December 2005 and the

interim results for the six months ended 30 June 2006.

EEE (#)

ARRBE (F)

2.

FHZEE (8)

RAFER FMWEZBEECER T ARAH
TEERSEEEABNHFHBR RS
YREEGRE T BRER-

BEENFM N B D B TSR A F
BRBREME=TRESSHE [BE
AHEl] —EAe

/[U]D

‘I]]]D
H | m®

®Z
V? HER=(IBIIFNTES B
miERAELT (BEXE) FERELENSR
REGHEK X E2REEEHNAEEMN
Rz gRH R REH 55 Mimas A ERES
ERMERBREERE FHEREESNR
REBEECHIIN AR ANHLEA -

}EH}

N

RAFERN BEZRESCREEERAR

Gl G =S I ik S e o
Bz gtER KB W ER AL E
NERESE RIS EEEH (BESEHAR
AHEZE_TEERF+_A=1T—HBILZFE
FERBZE TRENA=THIEXREA
Z‘:Pgﬁ%?ﬁ)iﬁﬁﬂﬁﬁ"

China Everbright International Limited B} KEERER A A



5 Corporate Governance Report
 RRETAREE

THE BOARD OF DIRECTORS (continued)

Composition and function (continued)

4.

MANAGEMENT COMMITTEE

The Management Committee comprises Mr. Chen
Xiaoping (Chairman), the Chief Executive Officer of the
Company, Mr. Philip Fan Yan Hok, the General Manager
of the Company, Mr. Huang Chaohua, the Deputy
General Manager of the Company and Mr. Raymond
Wong Kam Chung, the Chief Financial Officer of the
Company. The Management Committee is the decision-
making body for day-to-day operation and its main duties
include performing the duties assigned by the Board
and/or the Executive Committee as well as exercising
the authority and rights authorized by the same. The
general mandate in relation to the Management

Committee in written form has been established.
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NUMBER OF BOARD MEETINGS AND
COMMITTEE MEETINGS AND THE
ATTENDANCE RATE OF DIRECTORS

The following shows the number of regular board meetings
and committee meetings held during the year as well as the
attendance rate of each director.

Attendance rate

Board of
Name of Director Directors
EspAR E=zg
Mr. Wang Mingquan THAELE 2/4
Mr. Zang Qiutao NS e 4/4
Mr. Li Xueming TERELE 4/4
Mr. Chen Xiaoping RN R4 4/4
Mr. Philip Fan Yan Hok SBIBEE 4/4
Mr. Huang Chaohua BHAERY 3/4
Mr. Raymond Wong Kam Chung &858 4 4/4
Mr. Chen Shuang BRREE 3/4
Ms. Zhang Weiyun RE=KT 4/4
Sir David Akers-Jones EIRBRT 4/4
Mr. Aubrey Li Kwok Sing TEERE 4/4
Mr. Selwyn Mar FHARESE 1/4
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THE DIVISION OF RESPONSIBILITIES
BETWEEN THE CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer
should be separate. The Chairman’s responsibility is to
manage the Board and the Chief Executive Officer’s
responsibility is to manage the Company’s business. The
division of responsibilities between the Chairman and the

Chief Executive Officer is clearly established.

The main responsibilities of the Chairman include providing
leadership for and overseeing the functioning of the Board;
formulating overall strategies and policies of the Company;
ensuring that all directors of the Board are properly briefed
on issues arising at Board meetings and giving each director
an opportunity to express his/her view at board meetings;
ensuring that directors receive adequate information, which
must be complete and reliable, in a timely manner; ensuring
that the Board works effectively and discharges its
responsibilities; ensuring that all key and appropriate issues
are discussed by the Board in a timely manner; drawing up
and approving the agenda for each board meeting taking
into account, where appropriate, any matters proposed by
the other directors for inclusion in the agenda; taking
responsibility for ensuring that good corporate governance
practices and procedures are established; encouraging all
directors to make a full and active contribution to the Board’s
affairs and take the lead to ensure that the Board acts in the
best interests of the Company; ensuring that appropriate
steps are taken to provide effective communication with
shareholders and that views of shareholders are
communicated to the Board as a whole; and facilitating the
effective contribution of directors and ensuring constructive
relations between executive directors and non-executive

directors.
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THE DIVISION OF RESPONSIBILITIES
BETWEEN THE CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER (continued)

The responsibilities of the Chief Executive Officer include
taking responsibility for the Group’s operation and
management; implementing decisions and plans approved
by the Board; making day-to-day operational and managerial

decision; and coordinating overall business operations.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Pursuant to the independence guidelines set out in Rule 3.13
of the Listing Rules, the Board is of the view that all
independent non-executive directors are independent and
the Company has received an annual confirmation of
independence from each of the independent non-executive

directors of the Company pursuant to the Listing Rules.

All three independent non-executive directors are appointed
for a term of one year until 31 December 2007, and are subject
to retirement and re-election in accordance with the

Company’s Articles of Association.
NOMINATION OF DIRECTOR

In accordance with the Articles of Association of the
Company, the directors will have the power from time to time
and at any time to appoint any person as a director to fill a
casual vacancy in the Board, or as an addition to the existing
Board. For nomination, consideration will be made to the
qualifications of the nominee. The Company has not
established a nomination committee. During the year, there

was no change to the members of the Board.
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SECURITIES TRANSACTIONS BY
DIRECTORS

The Group has adopted the model code (“the Model Code”)
set out in Appendix 10 to the Listing Rules as its own code of

conduct regarding directors’ securities transactions.

Having made specific enquiry of the directors, all directors
have complied with the required standard of dealings as set
out in the Model Code during the year ended 31 December
2006.

SHAREHOLDERS’ RIGHTS

It is the Company’s responsibility to ensure shareholder’s
interest. To do so, the Company maintains on-going dialogue
with shareholders to communicate with them and encourage
their participation through annual general meetings or other

general meetings.

Registered shareholders are notified by post for the
shareholders’ meetings. Notice of meeting contains agenda,

proposed resolutions and postal voting form.

All registered shareholders are entitled to attend annual and
extraordinary general meetings, provided that their shares

have been recorded in the Register of Shareholders.

Shareholders who are unable to attend a general meeting
may complete and return to the Company’s Share Registrar
the proxy form enclosed with notice of meeting to give proxy
to their representatives, another shareholder or chairman of

the meetings.
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SHAREHOLDERS’ RIGHTS (continued)

Right to demand a poll has been included in circular of the
Company accompanying notice convening general meeting
of the Company and has been read out by the chairman at

the general meeting of the Company.
EXTERNAL AUDITORS

It is the auditors’ responsibility to form an independent
opinion, based on their audit, on the Company’s financial
statements and to report their opinion solely to the Company,
as a body, in accordance with section 141 of the Companies
Ordinance, and for no other purpose. They do not assume
responsibility towards or accept liability to any other person

for the contents of the report of the auditors.

Apart from the provision of annual audit services, KPMG, the
Group’s external auditors, also carried out interim review of
the Group’s results and provided other financial services in
compliance with the requirements under the Listing Rules

and the Occupational Retirement Scheme Ordinance.

For the year ended 31 December 2006, KPMG, the external
auditors received the following remuneration from the Group
in connection with the provision of audit and non-audit

services to the Group:—

Annual audit services FEEZRE
Interim review services EH BEERS
Other services E b iR 7
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INTERNAL CONTROL

The Board has full responsibility for the Group’s internal control
system, which includes the establishment of a defined
management structure with specified limits of authority. The
system is designed to help the achievement of business
objectives of the Group, safeguard assets against
unauthorized use or disposition, ensure the maintenance of
proper accounting records for the provision of reliable
financial information for internal use or for publication and
ensure compliance with relevant legislation and regulation.
The internal control system is designed to provide reasonable,
but not absolute, assurance against material misstatement

or loss.

The key procedures that the Board established to provide

effective internal controls are as follows:

- Organizational Structure
An appropriate organizational structure is in place with
defined operating policies and procedures as well as

responsibility and lines of authority.

— Authority and Control
The executive directors and senior management are
delegated with respective levels of authorities to carry
out the corporate strategies and policies and the related

matters formulated by the Board.

- Budgetary Control and Financial Reporting
The Group implements budget management, and
financial budget is executed upon approval by the Board.
Relevant procedures have been established to assess,
review and approve major capital and recurrent
expenditures, and regular review and comparison

between operating results and the budget are made.
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INTERNAL CONTROL (continued)

- Budgetary Control and Financial Reporting
(continued)
The Group has established appropriate internal control
procedures to ensure the keeping of accurate and
complete accounting and management records on a
timely basis. Examination and review are carried out
regularly to ensure that the financial statements are
properly prepared in conformity with the generally
accepted accounting principles, the Group’s accounting

policies and the applicable laws and regulations.

- Internal Auditing
The Group has regularly conducted internal audit to
review whether the internal control procedures are

implemented appropriately.

The Board has conducted a review of the effectiveness of
the Group’s internal control system. This review covered all
material controls, including financial, operational and

compliance controls and risk management functions.

DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF FINANCIAL STATEMENTS

The directors confirm that they are responsible for the

preparation of the Group’s financial statements.

The finance department of the Company is taken charge by
the Qualified Accountant. With the assistance of the finance
department, the directors ensure that the Group’s financial
statements have been properly prepared in accordance with

relevant regulations and applicable accounting principles.
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DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF FINANCIAL STATEMENTS (continued)

A statement by KPMG, the auditors of the Company, about
their reporting responsibilities on the financial statements of
the Group is included in the Report of the Auditors on page
99.

INVESTOR RELATIONSHIP AND
COMMUNICATION

The Company recognizes the importance of good
communications with shareholders and the investment
community. Briefings and meetings with institutional investors
and analysts are conducted regularly to provide them with
up-to-date and comprehensive information about the Group’s
development. Annual and interim reports offer comprehensive
operational and financial performance information to
shareholders and the annual general meeting of the Company
provides a forum for shareholders to exchange views directly
with the Board, which together help enhance and facilitate
communication with shareholders. The Company also
maintains a website (http://www.ebchinaintl.com) which
enables shareholders, investors and the general public to
have access to the information of the Company on a timely

basis.
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