Corporate Governance Report

The Directors believe that good corporate governance
practices serve as an effective risk management for the
Company and hence, the sharcholders of the Company will
benefit from the high standard of corporate governance.

The Company has adopted the code provisions set out in the
Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) and complied with the
CG Code throughout the review period.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 of the Listing Rules. The Company
has made specific enquiries to all Directors who have
confirmed that, during the Year, they have complied with the
required standard set out in the Model Code.

THE BOARD

As at 31 December 2000, the Board consists of 14 directors
including 8 executive directors, 1 non-executive director and 5
independent non-executive directors (“INEDs”). Names and
biographical details of the Directors are set out under the
section headed “Directors and Senior Management” on pages 17
to 22.
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During the Year, the Board held four meetings. Attendance of RAFEE  EFFRTTHRGH TEEHRZ
each director at the Board meetings held in 2006 is set out SRFEROZELTE R LHERIFHNOT
below:

Directors Meetings Attended/Held
= HEEBAE ERETRE
Executive Directors: HITEF

Ho Tsu Kwok, Charles (Chairman) B () 4/4
Lo Wing Hung (Chief Executive Officer) B oK (77 lB? & zjz:@ ) 4/4
Judy Inn (appointed on 19 April 2006) s (R AFUATABEZT) 3/3
Jia Hongping B4 F 0/4
Jim Sui Hing (retired on 17 May 2006) EmE(RZZEEFREATEHER) /1
Lai Ting Yiu ZR st 4/4
Lau Chung Man, Louis 21 32 4/4
Sy Wong Chor Fong EERE 3/4
Yang Yiu Chong, Ronald Jeffrey 5 18R 4/4
Non-Executive Director: FHITESF :

Leung Chun Ying PR T 3/4
Independent Non-Executive Directors: BUIFNITESE -

Timothy David Dattels Timothy David Dattels 2/4
Ho Chiu King, Pansy Catilina o] 838 1/4
King Richard Yun Zing LA 4/4
Lee Cho Jat THZE 4/4
Tung Chee Chen EEMK 3/4

The Board is responsible for leadership and control of the
Company. The Board reviews and approves the objectives,
strategies, direction and policies of the Group, the annual
budget and the management structure of the Company. The
Board also reviews the Group’s performance in light of the
Group’s objectives, business plans and budgets.

The Board has delegated the responsibility of the day-to-day
operations of the Group to the management of the Company.

The Chairman of the Board is Mr. Ho Tsu Kwok, Charles and
the Chief Executive Officer (*CEO”) of the Group is Mr. Lo
Wing Hung. The roles of the Chairman and the CEO were
segregated. The Chairman is primarily responsible for the
management and effective performance of the Board. The CEO
is primarily responsible for the day-to-day management of the
business of the Group.
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All non-executive directors were appointed for a fixed term
ending on 31 December 2008 with renewal option subject to
retirement and re-clection by rotation under the bye-laws of
the Company.

REMUNERATION COMMITTEE

The Board has established a remuneration committee and its
principal roles and functions are:

(i) to make recommendations to the Board on the
Company’s policy and structure of remuneration of the
Directors and senior management and on the
establishment of a formal and transparent procedure for
developing policy on such remuneration;

(i)  to have the delegated responsibilities to determine the
specific remuneration packages of executive directors
and senior management; and

(iii) to review and approve performance based remuneration
by reference to corporate goals and objectives resolved
by the Board from time to time.

The Remuneration Committee comprised 3 members and a
majority of the members are INEDs. Attendance of each
member at the Remuneration Committee meeting held in 2006
is set out below:
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Members Meetings Attended/Held
£ HEERRY ERETREY
Ho Chiu King, Pansy Catilina (Chairperson) ] EBI8 (F/E) 11
King Richard Yun Zing & TTRK /1
Lo Wing Hung B oK /1

The Remuneration Committee has reviewed the performance
of some of the Directors for the Year and adjusted the relevant
remuneration package. The Remuneration Committee also
approved the discretionary bonus for the Directors based on
their performances. The emoluments of cach of the Directors
are set out in this annual report on pages 95 to 96.
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NOMINATION OF DIRECTORS

The Directors are responsible for selecting and recommending
candidates for directorship. They identify individuals suitably
qualified in terms of skill, knowledge and experience to
become members of the Board, taking into account of the then
existing composition of the Board in terms of skill, knowledge
and experience and make recommendation to the Board for
approval.

During the Year, an experienced and high calibre individual
has been nominated and appointed as a member of the Board in
accordance with the process and criteria mentioned above.

AUDIT COMMITTEE

The Board has established an audit committee and its principal
roles and functions are:

(i) to make recommendation to the Board on the
appointment, reappointment and removal of external
auditors and to review and monitor their independence
and objectivity and the effectiveness of the audit process
in accordance with applicable standard;

(i) to oversee the Group’s relation with the external
auditors;

(ili) to review the financial information of the Group
including monitoring the integrity of the Group’s
financial statements, annual reports and accounts, and
half-year report, etc. and reviewing significant financial
reporting judgments contained therein; and

(iv) to oversee the Group’s financial reporting system and
internal control procedures.
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The Audit Committee comprised 3 members and all of them EBERLZEER=-RZEMEANK —HZEHARBUIE
are INEDs. Attendance of ecach member at the Audit HITES - ELZEN_TERNFRITIZERZES
Committee meetings held in 2006 is set out below: GEIHEEIHNT -

Members Meetings Attended/Held

£8 HEEERAY ERETRY

King Richard Yun Zing (Chairman) LK (£E) 2/2

Ho Chiu King, Pansy Catilina Al #B 78 0/2

Lee Cho Jat TEE 2/2

The following is a summary of the work performed by the NTEREAFEEZZES 2 TIEHMZE ¢

Audit Committee during the Year:

. Reviewed the audited accounts for the year ended 31 e FEHHE_ZTRFIT_A=T—RHLFEZ
December 2005; KEZER
. Reviewed the interim report for the six months ended 30 e EHHEZ Zﬁg/‘_\fﬁ/\_\ A=+HIEREAZH
June 2006; and HIEERE
. Reviewed the internal audit reports including the review o EHRIBFZ®ME  BRYNIPESIFLHBRT
and evaluation of internal controls. RaT#Z o
AUDITORS’ REMUNERATION %R R =
During the Year, the remuneration payable to the Group’s RAFE BN TFAERZINEZEADIZ K2 5TAM
external auditors, Messrs. Ernst & Young, is set out below: EBF2MedERNT
Services rendered Fee payable
Rz k% EAER
HKS$000
T
Audit services EAT R 3,882
Non-audit services FEEFT AR 5 237
Total aF 4,119
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing
the financial statements for each financial year which give a
true and fair view of the state of affairs of the Group and in
presenting balanced and clear interim and annual financial
statements, other price-sensitive announcements and other
financial statements disclosures. The reporting responsibilities
of the external auditors are set out in this annual report on
pages 37 to 38.

The Board is responsible for the system of internal control of
the Group and reviews the effectiveness of the system of
internal control through the Audit Committee. The Internal
Audit Department independently reviewed the major operating
and financial control of the Group on an on-going basis and
covered all major operations of the Group on a rotational basis.
The Internal Audit Department reported twice each year to the
Audit Committee and the Directors on significant findings on
internal controls with copies of such reports to the external
auditors for their reference.
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