CORPORATE GOVERNANCE REPORT

TEEBWRSE

The manner in which the principles and code provisions in RO ETIREEBB AR SMERAT

the Code on Corporate Governance Practices (“CG Code”) (B2 ET D HIRT 2 && E AR AT ETEAI D
contained in Appendix 14 of the Rules Governing the Listing of Mg+ rul EERERTA ] ([SFRID AT
Securities on The Stock Exchange of Hong Kong Limited (“Stock s R A (TR BN D Ansr Bg s ([ = RIS )
Exchange”) (“Listing Rules”) are applied and implemented are R RFEROT

explained as follows:

Corporate governance practices LEEEER
The Group is committed to achieving high standards of AEEBENSEZENGEESE  UWRERED
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corporate governance to safeguard the interests of shareholders NAEBENHREE -

and to enhance corporate value and accountability.
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The Company has complied with all the code provisions set out

in the CG Code throughout the year ended 31 December 2006 M= WEUTIRETS  ERANRERE I -
except for the deviation from Code Provision A.4.1 as described
— RABEBRBRNEEE AR - ABREST
in this report.
PR o
The Company reviews its corporate governance practices
regularly to ensure compliance with the CG Code.
The Board EEE
Board compostiton EES4M
The Board of the Company comprises the following directors HEZTTF+ZA=1+—HLEFEA K
during the year ended 31 December 2006: NEIEEGHUATEEENX
Executive Directors HITEE
Arthur H. del Prado Arthur H. del Prado
(Chairmen of the Board and Remuneration Committee) (BFerRihkFWEEaEE)
Lam See Pong, Patrick * REM JBE *
(Managing Director and Chief Executive Officer) (EHHETE RITHAREL)
Fung Shu Kan, Alan Vitiagiis
(Financial Director) (MIBES)
Non-executive Director FHMITEE
Arnold J.M. van der Ven Arnold J. M. van der Ven
(Member of Audit Committee with effect from (RZZEERFTATHBEEEZEATZ
15 December 2006) ZEEgXE)
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

The Board continued

Board compostiton continued

Independent Non-executive Directors

Orasa Livasiri
(Chairman of Audit Committee and Member of
Remuneration Committee)

Tang Koon Hung, Eric **
(Member of Audit Committee and Remuneration Committee)

Lee Shiu Hung, Robert
(Member of Audit Committee and Remuneration Committee)

* Mr. Lam See Pong, Patrick was re-designated from
Executive Director to Non-executive Director and Honorary
Chairman and ceased to be the Managing Director and Chief

Executive Officer all with effect from 1 January 2007.

** Mr. Tang Koon Hung, Eric was re-designated from
Independent Non-executive Director to Executive Director,
appointed as Chief Financial Officer and ceased to be member
of the Audit Committee and the Remuneration Committee all
with effect from 1 February 2007.

After the year ended 31 December 2006, Mr. Lo Tsan Yin, Peter,
Mr. Lee Wai Kwong and Mr. Chow Chuen, James were appointed
as Executive Directors with effect from 1 January 2007. Upon
their appointments, Mr. Lo Tsan Yin, Peter acts as the

Company’s Vice Chairman, Mr. Lee Wai Kwong acts as the
Company’s Chief Executive Officer and Mr. Chow Chuen, James

acts as the Company’s Chief Operating Officer.
None of the members of the Board is related to one another.

During the year ended 31 December 2006, the Board at all
times met the requirements of the Listing Rules relating to

the appointment of at least three independent non-executive
directors with at least one independent non-executive director
possessing appropriate professional qualifications, or accounting

or related financial management expertise.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

The Board continued

Board compostiton continued

With effect from 1 February 2007, Mr. Tang Koon Hung, Eric
was re-designated from Independent Non-executive Director to
Executive Director. Following the aforesaid re-designation, the
Company has only two independent non-executive directors.
The Board has just appointed Mr. Lok Kam Chong, John as
Independent Non-executive Director with effect from

9 March 2007. Mr. Lok has also been appointed as member

of the Audit and Remuneration Committees. After this
appointment, the Company will meet the requirement of the
Listing Rules to have at least three independent non-executive

directors and will fill the vacancy in Remuneration Committee.

The Company has received written annual confirmation from
each independent non-executive director of his independence
pursuant to the requirements of the Listing Rules. The
Company considers all independent non-executive directors
to be independent in accordance with the independence

guidelines set out in the Listing Rules.

Chairman and Chief Executive Officer

The Company fully supports the division of responsibility
between the Chairman of the Board and the Chief Executive
Officer to ensure a balance of power and authority. The position
of the Chairman is held by Mr. Arthur H. del Prado while the
position of Chief Executive Officer was held by Mr. Lam See Pong,
Patrick during the year ended 31 December 2006 and is held

by Mr. Lee Wai Kwong since 1 January 2007. Their respective

responsibilities are clearly defined and set out in writing.

The Chairman provides leadership and is responsible for
ensuring that the Board is functioning properly, with good
corporate governance practices and procedures. With the
support of the senior management, the Chairman is also
responsible for ensuring that the directors receive adequate,
complete and reliable information in a timely manner and

appropriate briefing on issues arising at Board meetings.

The Chief Executive Officer, supported by the executive
directors, is responsible for managing the Group’s business,
including implementation of objectives, policies and major

strategies and initiatives adopted by the Board.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

The Board continued

Appointment and re-election of directors

In accordance with the Company’s Articles of Association
(“Articles”) which were amended by a special resolution at the
annual general meeting held on 24 April 2006 for the purpose
of compliance with the (G Code, all directors of the Company
are subject to retirement by rotation at least once every three
years and any new director appointed to fill a causal vacancy or
as an addition to the Board shall submit himself for re-election

by shareholders at the first general meeting after appointment.

The Company has not yet adopted Code Provision A.4.1 which
provides that non-executive directors should be appointed for
a specific term, subject to re-election. All the non-executive
directors of the Company are not appointed for a specific term
but they are subject to retirement by rotation and re-election
at the Company’s annual general meetings at least once every
three years pursuant to the Company’s Articles. As such, the
Company considers that such provisions in the Articles are
sufficient to meet the underlying objective of the relevant

provision of the CG Code.

The Board reviewed its own structure, size and composition
regularly to ensure that there is a balance of expertise, skills
and experience appropriate for the requirements of the
business of the Company. The Company does not have written

director nomination procedure.

The Chairman and the Chief Executive Officer are responsible
for the selection and recommendation of candidates for
directorship of the Company by making reference to the skills,
experience, professional knowledge, personal integrity and time
commitments of the proposed candidates, the Company’s needs

and other relevant statutory requirements and regulations.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

The Board continued

Appointment and re-election of directors continued
Mr. Lo Tsan Yin, Peter, Mr. Lee Wai Kwong and Mr. Chow Chuen,
James, were selected and recommended for directorship
whose appointment as executive directors were formalised
and effective on 1 January 2007. They shall retire and being
eligible, offer themselves for re-election at the forthcoming
general meeting pursuant to Article 117 of the Company’s

Articles.

Mr. Lok Kam Chong, John, an Independent Non-executive
Director who has just been appointed and whose appointment
shall be effective on 9 March 2007, shall also retire and being
eligible, offer himself for re-election at the forthcoming general

meeting pursuant to Article 117 of the Company’s Articles.

In addition, Miss Orasa Livasiri, Mr. Tang Koon Hung, Eric and
Mr. Lee Shiu Hung, Robert shall retire by rotation in accordance
with Article 113 of the Company’s Articles and being eligible,
offer themselves for re-election at the forthcoming annual

general meeting.

The Board recommended the re-appointment of the directors
standing for re-election at the 2007 annual general meeting of

the Company.

The Company’s circular dated 30 March 2007 contains detailed

information of the directors standing for re-election.

Induction and continuing development for directors
Each newly appointed director receives comprehensive, formal
and tailored induction on the first occasion of his appointment,
so as to ensure that he has proper understanding of the
business and operations of the Company and that he is fully
aware of his responsibilities and obligations under the Listing

Rules and relevant regulatory requirements.

The directors are continually updated with legal and requlatory
developments, and the business and market changes to
facilitate the discharge of their responsibilities. Continuing
briefings and professional development to directors will be

arranged whenever necessary.

ASM ANNUAL REPORT 2006

EEEH

EEZERER E

ERANEE  FEAFENBR2EERERL
BEZE/WITES N_TTLF—A—H
A - BREBEARFWEIZAMAE 17 &
RRKESBHEERRAL  MERFAEBRIRTES
RENERITZRRAS LEREE -

LR EEEMKEERARRIBILIFNTT
Ex A-ZTLHF-AABRER BRER
RANMEBRARNE 17 & TRHKESHES
B MRABERLRRBENREEETT Z R
BEREG LBERET -

B3 )IE R » Orasa Livasiri /M8 ~ B07E 4 50 4 A0
IR ERBEAQRNERMAE 113 1§

BERESHESHLA  MESAERTRTEER
RENEERIT 2 IR R E LRS-

EXeEEN 2007 FRRASFRELENEE
IREEZES -

PRFFERERZFAERINERARRE
TERLFE-ASTHERZBREBRA

EEMEROREFREE
BUMZEEFHEEREXZERESE2E
ERRBREMBOMERL - AERBEA
NRIMELG KBEYAEE MR - UREER
MEAGEEMARUMEBEEERE THEERME
REBHHEN o

EEEREEMARMEAAEIAMEEREN
Bl REBMTSEE - EAEDMPIETE
BB - ARRNEHEAZERRERRUSE
Rk FRE -



CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

The Board continued

Board meetings

Board practices and conduct of meetings

Notices of regular Board meetings are served to all directors
at least 14 days before the meetings while reasonable notice
is generally given for other board meetings. For committee
meetings, notices are served in accordance with the required

notice period stated in the relevant terms of reference.

Agenda and Board papers together with all appropriate,
complete and reliable information are sent to all directors at
least 3 days before each Board meeting or to the respective
committee members at least 2 days before each Remuneration
Committee meeting or at least 4 days before each Audit
Committee meeting to keep the directors apprised of the latest
developments and financial position of the Company and to
enable them to make informed decisions. The Board and each
director also have separate and independent access to the

senior management whenever necessary.

Minutes of all Board meetings and audit committee meetings
are kept by the Company Secretary while minutes of Board
meetings relating to the Employee Share Incentive Scheme

and Remuneration Committee meetings are kept by the
executive secretary of the Chief Executive Officer. Draft minutes
are normally circulated to directors for comment within a
reasonable time after each meeting and the final version is

open for directors” inspection.

According to current Board practice, any material transaction,
which involves a conflict of interests for a substantial shareholder
or a director, will be considered and dealt with by the Board at

a duly convened Board meeting. The Company’s Articles also
contain provisions requiring directors to abstain from voting
and not to be counted in the quorum at meetings for approving
transactions in which such directors or any of their associates

have a material interest.
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EREBRS (B)

The Board continued
Board meetings continued

Directors’ attendance records

Five Board meetings were held during the year.

The individual attendance (either in person or through other

electronic means of communication) record of each director

ARBRAFERBITTARESEEH

ExE s
EFgE a
EFHREX
T&H#NBE-TT

FE - ENEEREEE -

NE+-A=+—HLt
FTMEES

SEZA

at the meetings of the Board, the Audit Committee and ZEeNgRtRLH(GREIERE TR
the Remuneration Committee during the year ended REHFEEE) -
31 December 2006 is set out below:
Attendance / Number of Meetings
held during the tenure of directorship
EERREHANLEERE/ FHEH
Audit Remuneration
Directors Board Committee Committee
EELH EFg BEZEEY FHEES
Executive Directors HITEFE
Arthur H. del Prado Arthur H. del Prado
(Chairman of the Board and Remuneration Committee) (EEEEXREFMEESER) 5/5 N/A 4/4
Lam See Pong, Patrick REMEE
(Managing Director and Chief Executive Officer) (EFREIR RITEAEE) 5/5 N/A N/A
Fung Shu Kan, Alan iLEI
(Financial Director) (MBESE) 5/5 N/A N/A
Non-executive Director IFHITEF
Arnold J.M. van der Ven Arnold J.M. van der Ven
(appointed on 14 March 2006 and (DRR=ZZBETRF=ZATMBER
became member of Audit Committee —EERF+_ATAA
on 15 December 2006) REZERIPTEERERZEGNKE) 4/4 0/0 N/A
Independent Non-executive Directors BUIFNITEE
Orasa Livasiri Orasa Livasiri
(Chairman of Audit Committee) (BERZEEGEE) 5/5 5/5 4/4
Tang Koon Hung, Eric O o 5/5 5/5 4/4
Lee Shiu Hung, Robert (Y2 5/5 5/5 4/4
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EREBRS (B)

The Board continued

Model code for securities transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)

as set out in Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the directors and the
directors have confirmed that they have complied with the
Model Code throughout the year ended 31 December 2006.

The Company has also established written guidelines on no less
exacting terms than the Model Code for securities transactions
by employees (the “Employees Written Guidelines”) who

are likely to be in possession of unpublished price-sensitive

information of the Company.

No incident of non-compliance of the Employees Written

Guidelines by the employees was noted by the Company.

Delegation of management functions
The Company has formalized and adopted the written terms on
the division of functions reserved to the Board and delegated

to the management.

The Board reserves for its decisions all major matters of the
Company, including: objectives and overall strategies of the
Company; annual budgets and financial matters; internal
control and risk management systems; equity related
transactions such as issue of shares/options, repurchase of
shares, dividend, raising of capital loan; determination of major
business strategy; merger and acquisition; disposal of business
unit; major investment; annual financial budget in turnover,
profitability and capital expenditure; review and approval of
financial performance and announcement; and matters as

required by laws and requlations.

All directors have full and timely access to all relevant
information as well as the advice and services of the Company
Secretary, with a view to ensuring that Board procedures and
all applicable rules and regulations are followed. Each director
is normally able to seek independent professional advice in
appropriate circumstances at the Company’s expense, upon

making request to the Board.
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EREBRS (B)

Delegation of management functions
continued

The day-to-day management, administration and operation of
the Company are delegated to the Chief Executive Officer and
the senior management. The delegated functions and work
tasks are periodically reviewed. Approval has to be obtained
from the Board prior to any significant transactions entered into

by the abovementioned officers.

The Board has established two committees, namely, the
Remuneration Committee and the Audit Committee, for
overseeing particular aspects of the Company’s affairs. All
Board committees of the Company are established with defined
written terms of reference which are posted on the Company’s

website and are available to shareholders upon request.

The Board committees are provided with sufficient resources to

discharge their duties.

Remuneration of directors

The Company has established a formal and transparent
procedure for formulating policies on remuneration of

the executive directors of the Company. Details of the
remuneration of each of the directors of the Company for
the year ended 31 December 2006 are set out on page 74
in note 12 to the condolidated financial statements.

Remuneration Committe

The Remuneration Committee comprises four members during
the year ended 31 December 2006, Mr. Arthur H. del Prado is
the chairman while all the three independent non-executive

directors are members.

The primary functions of the Remuneration Committee
include making recommendations on and approving the
remuneration policy and structure and remuneration packages
of the executive directors and the senior management. The
Remuneration Committee is also responsible for establishing
formal and transparent procedures for developing such
remuneration policy and structure to ensure that no director
or any of his associates will participate in deciding his own
remuneration, which remuneration will be determined by
reference to the performance of the individual and the

Company as well as market practice and conditions.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EREBRS (B)

Remuneration of directors continued
Remuneration Committe continued

The Remuneration Committee held four meetings during the
year ended 31 December 2006 and the attendance records are

set out under “Directors’ Attendance Records” on page 49.

The Remuneration Committee has reviewed the remuneration
policy and structure of the Company, and the remuneration

packages of the executive directors for the year under review.

The Remuneration Committee has also consulted the Chairman
and/or the Chief Executive Officer of the Company about their
recommendations on remuneration policy and packages of the

executive directors.

Accountability and audit

Directors’ responsibilities for financial reporting

The directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended

31 December 2006.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
price-sensitive announcements and other disclosures required

under the Listing Rules and other regulatory requirements.

The Management provides such explanation and information
to the Board so as to enable the Board to make an informed
assessment of the financial information and position of the

Company put to the Board for approval.

Internal controls

During the year under review, the Board has conducted a
review of the effectiveness of the internal control system of
the Group.

The internal control system of the Group is designed to
facilitate effective and efficient operations, to ensure reliability
of financial reporting and compliance with applicable laws

and regulations, to identify and manage potential risks and to
safequard assets of the Group. The internal auditor shall review
and evaluate the control process and monitor any risk factors
on a regular basis and report to the Audit Committee on any
findings and measures to address the variances and identified
risks.
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Accountability and audit continued

Internal controls continued

The Financial Director gave two presentations to the Audit
Committee on the financial and internal control system of
the Company, using the nine business cycles identified for
the Sarbanes Oxley Act readiness programme as a basis for
the Audit Committee’s review of the internal controls of the
Company. The Committee was satisfied with the existing

controls as presented.

Audit Committee

The Audit Committee comprises the three independent
non-executive directors (including two independent non-
executive directors who possess the appropriate professional
qualifications or accounting or related financial management
expertise) during the year ended 31 December 2006 with
Miss Orasa Livasiri as the chairman of the committee.

Mr. Arnold J.M. van der Ven joined the Audit Committee on
15 December 2006. None of the members of the Audit
Committee is a former partner of the Company’s existing

external auditors.
The main duties of the Audit Committee include the following:

+ To review the financial statements and reports and consider
any significant or unusual items raised by the qualified
accountant, internal auditor or external auditors before

submission to the Board.

- To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement, and make recommendation to the
Board on the appointment, re-appointment and removal of
external auditors.

- To review the adequacy and effectiveness of the
Company’s financial reporting system, internal control system

and risk management system and associated procedures.

ASM ANNUAL REPORT 2006

EERER &

P ERERIE &
MHEEEMERZESEMBMABEIE RS
FEEL RS - BAfE Sarbanes Oxley Act
FLEEETEIPTRL I VAR BIRIZ R AR -
ZEGEHAQTNANIEEHE - BZEBE
HERPATRHBITERRTRE ©

HifE  SREEeNEBANBIFNTES
(BEMUFEEEEEERL R - [EE
MHEREEZFIMBOBETIERNTES) -

Z 8 € ¥ ¥ Orasa Livasiri /MEET - T
Arnold J.M. van der Ven LR =ZTZTRF
TZRATHRBMAREZZEGKE X% E8
SR IETAKE B AR A FIRRINEZEAD
BWRTARZA °

EMIBEEEMT

o

B

\

s MREBFEH - BHMBHRE - WBERER
ZEMEHAERGTE - AEERERINES
RHERHNERI TS EER -

o EH AP EIMNEZBED A BIE - BLOMNE R BLED
BT e RERGSK  AEFSRHEBE
HNERBIEN 2 R E - EMEERERHNEE -

o EHARMBRRHIE - ABEIZERR - Ak
ERRGNBREFERRHARAMR -



54

CORPORATE GOVERNANCE REPORT (CONTINUED)
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Accountability and audit continued

Audit Committee continued

The Audit Committee held five meetings during the year ended
31 December 2006 and the attendance records are set out

under “Directors’ Attendance Records” on page 49.

During the year under review, the Audit Committee has
reviewed the Group’s annual results and annual report for

the year ended 31 December 2005, interim results for the six
months’ period ended 30 June 2006, financial controls system,
internal controls system and risk management system as well
as the work plan for 2006 audit and fees budget of the auditors
and made recommendations on the re-appointment of the

auditors.

There is no material uncertainty relating to events or conditions
that may cast significant doubt on the Company’s ability to

continue as a going concern.

There is no disagreement between the Board and the Audit
Committee regarding the selection, appointment, resignation or

dismissal of the external auditors.

Auditors’ remuneration
The statement of the external auditors of the Company about
their reporting responsibilities on the financial statements is set

out in the “Independent Auditors’ Report ” on pages 56 to 57.

During the year under review, the remuneration paid to the
Company’s auditors, Messrs. Deloitte Touche Tohmatsu, in
respect of audit services amounted to HK$4,618,000 and non-
audit services amounted to HK$6,934,000 which were reviewed

and approved by the Audit Committee.

The Audit Committee recommends the re-appointment
of Messrs. Deloitte Touche Tohmatsu as auditors at the

forthcoming annual general meeting.
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Communications with shareholders

and investors

The Company believes that effective communication with
shareholders is essential for enhancing investor relations and
investors’” understanding of the Group’s business performance
and strategies. The Group also recognises the importance of
transparency and timely disclosure of corporate information
which enables shareholders and investors to make the best

investment decision.

The general meetings of the Company provide the best
opportunity for communication between the Board and the
shareholders. The Chairman of the Board as well as chairmen
of the Remuneration Committee and the Audit Committee or,
in their absence, other members of the respective committees
and, where applicable, the independent Board committee, are

available to answer questions at the shareholders” meetings.

Shareholder rights

To safeguard the shareholders” interests and rights, separate
resolutions are proposed at shareholders” meetings on each
substantial issue, including the re-election of the retiring

directors.

The rights of shareholders and the procedures for demanding a
poll on resolutions at shareholders” meetings at which voting is
taken on a poll are contained in the Company’s Articles. Details
of such rights to demand a poll were included in all circulars to
shareholders and will be explained during the proceedings of

meetings.

Poll results will be published in newspapers on the business
day following the shareholders’ meeting and posted on the

websites of the Company and of the Stock Exchange.
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