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GOVERNANCE PRINCIPLES AND STRUCTURE

The Company has a policy of seeking to comply with established
best practice in the field of corporate governance and to protect
the interests of shareholders, customers, staff and other
stakeholders is the core value adopted by the Board. So the
Company is committed to maintain and uphold good corporate
governance. In addition to abiding strictly by the laws and
regulations of Hong Kong and observing the rules and guidelines
and issued by the relevant regulatory authorities such as the Hong
Kong Securities and Futures Commission and the Stock Exchange
of Hong Kong, the Company also constantly reviews its corporate
governance practices, with a view to conforming to international
and local best practices. One of the core values communicated
within the Group is a belief that the highest standard of integrity is
essential in business.

The Company has complied with the Code of Corporate
Governance Practices (the “Code”) as set out 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”) for the year ended 31 December 2006, with some
deviation from code provisions A.4.1 and A.4.2 of the Code in
respect of the service term and rotation of directors as mentioned
below.

In order to comply with Code provision A.4.1, all independent
non-executive directors have entered into letters of appointment
with the Company for a specific term since June 20086. In order to
comply with Code provision A.4.2, amendments to the Articles of
Association of the Company have been made to reflect the
requirements under the Code provision on the retirement of
Directors by rotation at least once every three years. Such
amendments were approved at the annual general meeting held
on 26 May 2006. Code provisions A.4.1 and A.4.2 have been fully
complied with thereafter.
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BOARD

The Board is at the core of the Company’s corporate governance
framework, and there is clear division of responsibilities between
the Board and the Management. The Board is responsible for
providing high-level guidance and effective oversight of the
Management. Generally, the Board is responsible for:

e formulating the Group’s long term strategy and monitoring
the implementation thereof;

o reviewing and approving the annual business plan and financial
budget;

e approving the annual and interim reports;

e reviewing and monitoring risk management and internal
control;

e  ensuring good corporate governance and compliance; and
*  monitoring the performance of the Management.

The Board authorises the Management to carry out the strategies
that have been approved. The Management is responsible for the
day to day operation of the Group and is required to report to the
Board. The Board has formulated written Board Mandate, which
stipulate the circumstances under which the Management should
report to and obtain prior approval from the Board before making
decisions or entering into any commitments on behalf of the Group.
The Board will regularly review the Board Mandate.
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BOARD (continued)

To avoid the concentration of power in any one individual, the
positions of the Chairman and the Chief Executive Officer are held
by Mr. Wang Mingquan and Dr. Zhou Liqun respectively. Their
roles are distinct and are clearly established and stipulated in the
Board’s Mandate. In short, the Chairman is responsible for ensuring
that the Board properly discharges its responsibilities and conforms
to good corporate governance practices and procedures. As the
Chairman of the Board, he is also responsible for making sure
that all Directors are properly informed on important issues that
the Company is focusing and that all directors receive accurate
timely and clear information. The Chief Executive Officer is
responsible for providing leadership for the whole Management
and implementing the important policies and development
strategies approved by the Board.

Taking into consideration market practices and international best
practices in corporate governance, the Board has established 6
standing Board Committees to assist it in carrying out its
responsibilities. They are the Executive Committee, Audit and Risk
Management Committee, Nomination Committee, Remuneration
Committee, Strategy Committee and Management Committee. In
addition, the Board will, as necessary, authorise an independent
board committee comprising all the independent non-executive
Directors to review, approve and monitor connected transactions
(including the continuing connected transactions) for compliance
with the requirements of relevant laws and regulations.

The Board Mandate has a well-defined terms of reference for
each of the Board Committees has a well-defined mandate. The
Board Committees make recommendations to the Board on
relevant matters within their terms of reference, or make decisions
under appropriate circumstances within the power delegated by
the Board. Apart from the aforesaid, respective secretarial supports
are assigned to all the Board Committees to ensure that each has
adequate resources to discharge its responsibilities properly and
effectively. According to their mandates, the Board and the Board
Committees will review and evaluate their respective work process
and effectiveness on an annual basis.
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BOARD (continued)

The Board is responsible for supervising the management of the
business and affairs of the Group with due regard to maximizing
shareholder value and enhancing corporate governance of the
Group. The role of the Board is to provide strategic guidance for
the Group and effective oversight of management.

The Board has 10 members, comprising, 6 executive directors,
namely, Mr. Wang Mingquan, Mr. Guo You, Dr. Zhou Liqun, Madam
He Ling, Mr. Chen Shuang and Mr. Xu Haoming; 4 independent
non-executive directors, namely Mr. Ng Ming Wah, Charles, Mr.
Seto Gin Chung, John, Dr. Lin Zhijun and Madam Tung Iring. Mr.
Ng and Dr. Lin are independent non-executive directors, of whom
are in possession of financial management expertise. Save that
Madam Tung Iring were appointed on 18 July 2006, all directors
served throughout the period under review. There are over one-
third members of the Board are the independent non-executive
directors, the composition of the Board ensures that the
independence and objectivity of the Board’s decision-making
process as well as the thoroughness and impartiality of the Board’s
oversight of the Management. The Board acts honestly and in
good faith. Its decisions are made objectively and in the best
interests of the Group, with a view to maximising long-term
shareholder value and fulfilling its corporate responsibility to other
stakeholders of the Group.

All the existing independent non-executive directors of the
Company have been appointed for a fixed term, with formal letters
of appointment setting out the key terms and conditions of their
appointment. Pursuant to the Articles of Association, all directors,
including the Chairman and Chief Executive Officer, shall retire by
rotation at least once every three years at annual general meetings
and be eligible for re-election. All directors appointed by the Board
are subject to election by shareholders at the first general meeting
following their appointment.
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BOARD (continued)

Save as disclosed below, there is no relationship (including
financial, business, family or other material/relevant relationship(s))
among the Board members. Mr. Wang Mingquan, Mr. Guo You,
Dr. Zhou Ligun and Mr. Chen Shuang are also directors of China
Everbright Holdings Company Limited, the controlling shareholder
of the Company. One of the independent non-executive directors,
Madam Tung lIring, is daughter of Mr. Tung Wai, an independent
non-executive director of the company who retired on 26 May
2006. If a substantial shareholder or director has a conflict of
interest in a matter to be considered by the Board and general
meeting, related directors shall abstain from voting and a Board
meeting attended by independent non-executive directors who
have no material interest in the matter shall be held to deliberate
on the same.

The Company has arranged for appropriate directors’ liability
insurance policy to indemnify the directors for liabilities arising out
of corporate activities. The coverage and the sum insured under
the policy are reviewed on an annual basis.

To ensure that the newly appointed directors have adequate
understanding of the Company’s business and operation, the Board
has set up a system for the initial induction of the directors.

7 Board meetings were held during the year with an average
attendance rate of 99%. The meeting schedule had been prepared
and approved by the Board in the preceding year. In general,
Board agenda and meeting materials are dispatched to all Board
members for review at least seven days before the meetings.
Board agenda is approved by the Chairman following consultation
with other Board members and the Management. The Board
minutes has in detail recorded all the issues considered by the
Board and the minutes approved by all the Board members are
properly kept by the Company Secretary. The Chairman of the
Board will meet independent non-executive directors in the
absence of executive Directors and the Management at least once
in a year. This practice has been incorporated in the amended
Working Rules of the Board. Individual attendance records of the
relevant directors in 2006 are set out in the table at the last part
of this report.
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BOARD (continued)

The Board has established standing Board Committees to assist
it in carrying out its responsibilities in difference aspects.

THE ROLES OF THE CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The division of responsibilities between the Chairman of the Board,
Mr. Wang Mingguan and the Chief Executive Officer, Dr. Zhou
Liqun is clearly defined and has been approved by the Board. The
Chairman leads the Board in the determination of the corporate
objectives and the relevant strategies. The Chairman is responsible
for organising the business of the Board, ensuring its effectiveness
and setting its agenda. The Chairman facilitates the effective
contribution of directors and effective communication with
shareholders and ensures that the directors receive accurate, timely
and clear information. The Chief Executive Officer has direct charge
of the Group on a day-to-day basis and is accountable to the
Board for the financial and operational performance of the Group.

BOARD COMMITTEES
Executive Committee

As the decision making body of the Company’s major affairs, the
Executive Committee, as delegated by the Board Mandate, will
call meetings from time to time to make the decisions for the
major issues on the Company’s operational, business and
management, including reviewing and approving the Group’s
corporate goals, business plan and major business projects
submitted by the Company or its subsidiaries. Executive Committee
is comprises by the Chairman of the Board, the Chief Executive
Officer and other 4 executive directors. The Committee is chaired
by Mr. Wang Mingquan. 2 Executive Committee meetings were
held during the year with an average attendance rate of 92%.
Individual attendance records of the relevant members in 2006
are set out in the table at the last part of this report.
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BOARD COMMITTEES (continued)
Audit and Risk Management Committee

In order to rationalise the functions of the Strategic Committee,
the Board has on 14 December 2006 resolved that the risk
management functions of the former Strategic and Risk
Management Committee be assumed by the former Audit
Committee. Accordingly, the committee was renamed to Audit
and Risk Management Committee in December 2006.

The Audit and Risk Management Committee is to assist the Board
in fulfilling its oversight responsibility relating to the financial
statements, internal control, internal audit and external audit of
the Group. The Committee also assists the Board in fulfilling its
oversight role over the Company and its subsidiaries in, among
others, the following areas:

U integrity of financial statements and financial reporting
process;

o internal control systems;

e effectiveness of internal audit function;

e appointment of external auditors and assessment of their
qualifications, independence and performance and, with

authorisation of the Board, determination of their remuneration;

e  periodic review and annual audit of the Company’s and the
Group’s financial statements;

e compliance with applicable accounting standards as well as
legal and regulatory requirements on financial disclosures;

U review and handle major risk event; and

e corporate governance framework of the Group and
implementation thereof.

The work performed by the Audit and Risk Management Committee
in 2006 included the review and, where applicable, approval of:

e the Company’s Directors’ Report and financial statements for
the year ended 31 December 2005 and the annual results
announcement that were recommended to the Board for
approval;
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BOARD COMMITTEES (continued)
Audit and Risk Management Committee (continued)

e the Company'’s interim financial statements for the six months
ended 30 June 2006 and the interim results announcement
that were recommended to the Board for approval;

e the audit report and management letter submitted by the
external auditors;

e the re-appointment of external auditors, the audit fees payable
to external auditors for the annual audit and interim review;
and

e the Group’s internal audit plan for 2006 and key areas
identified.

In addition, pursuant to paragraph C.2 of the Code, the Audit and
Risk Management Committee conducted an annual review of the
effectiveness of the internal control systems of the Group. This
review covered all material controls, including financial, operational
and compliance controls as well as risk management. Upon
completion of the review, the Audit and Risk Management
Committee considered that the key areas of the Group’s internal
control systems are reasonably implemented and are able to
prevent material misstatements or losses, safeguard the Group’s
assets,
compliance with applicable laws and regulations, as well as fulfill

maintain appropriate accounting records, ensure
the requirements of the Code regarding internal control systems
in general. For detailed information on this topic, please refer to

the Internal Control section.

Audit and Risk Management Committee comprises 4 members,
including the chairman, are all independent non-executive directors.
The committee is chaired by Mr. Ng Ming Wah, Charles who has
extensive experience in financial and accounting. 5 Audit and Risk
Management Committee meetings were held during the year with
an average attendance rate of 100%. Individual attendance records
of the relevant members in 2006 are set out in the table at the
last part of this report. The Committee’s terms of reference are
available from the Company Secretary and are displayed on the
Group’s website, www.everbright165.com.hk.
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BOARD COMMITTEES (continued)
Management Committee

The Management Committee assists the Board for managing the
Group’s day-to-day management and operations and implement
the Board Resolutions among others, embodied the following
functions:

e To oversights and manages the daily operations of all the
business units and back office of the Group, to ensure the
Group’s business operations are comply with requirements of
relevant laws and regulatory bodies.

o Efficaciously implements all the business plans, guidelines,
polices and directions resolved by the Board and/or Executive
Committee and coordinated the collaboration and business
relations among all the business units and back office
departments.

e  Establish and review all the operational and managerial terms
and reference of the Group, and approves all the business
manuals and operational programs thereof.

e  Establish internal control system to review and prevent material
risks faced by the various business units of the Group, which
including market risks, credit risks, financial risks and other
risks.

e QOrganises the implementation of the Group’s budget plan,
which including the yearly investment budget, the yearly
revenue budget, the yearly costs budget and any other various
budget adjustments; oversee the progress of the budget
implementation and properly report to the Board or Executive
Committee.
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BOARD COMMITTEES (continued)
Management Committee (continued)

e Management Committee currently has 6 members comprising
3 executive directors, the Chief Financial Officer and 2
Assistant General Managers of the Company. The Committee
is chaired by Dr. Zhou Ligun, the Chief Executive Officer of
the Company. The Management Committee usually holds
meeting every two to three weeks but it will also deal with
matters on an ad-hoc basis as and when necessary. 17
committee meetings were held during the year with an average
attendance rate of 98%. Individual attendance records of the
relevant members in 2006 are set out in the table at the last
part of this report.

Nomination Committee

The Nomination Committee is responsible for assisting the Board
in nominating the right candidates of the directors and senior
management as well as to evaluate the competence of the
candidates to ensure that they are in line with the Group’s overall
development strategies. The committee assists the Board in
fulfilling its oversight role over the Company and its subsidiaries
in, among others, the following areas:

o selection and nomination of directors, Board Committee
members and certain senior management members as
specified by the Board from time to time;

e review the structure, size and composition (including skills,
experience and knowledge) of directors and Board Committee
members periodically;

e  evaluate the independency of the independent non-executive
directors; and

o look out for the right candidate of director with appropriate
competency and making suggestions to the Board thereof.
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BOARD COMMITTEES (continued)
Nomination Committee (continued)

Based on the successful experience in the recruitment of directors
and senior management, the Committee will first take into account
the existing skills, knowledge and experience of the Board and
the business requirements of the Group in order to determine the
key requirements for the new director and objective criteria for
selection. Such criteria will include relevant expertise, integrity,
industry experience and independence. The work performed by
the committee in 2006 included the review:

U matters relating to the appointment of independent non-
executive directors to the Board.

o matters relating to the structures, size and composition of
Strategy Committee.

e matters relating to appointment of Company Secretary.

Nomination Committee currently has 4 members comprising the
chairman of the Board, the Chief Executive Officer and 2
independent non-executive directors. The independent non-
executive directors represent half of the committee members. The
Committee is chaired by Mr. Wang Mingquan, the Chairman of
the Board. 3 Nomination Committee meetings were held during
the year with an average attendance rate of 100%. Individual
attendance records of the relevant members in 2006 are set out
in the table at the last part of this report.

Remuneration Committee

The Remuneration Committee is responsible for assisting the Board
in ensuring that the Group’s human resources and remuneration
policies. The committee assists the Board in fulfilling its supervisory
role over the Company and its subsidiaries in, among others, the
following areas:

e setting of overall human resources strategies, basic criteria
and goal of remuneration of the Group;

e approve remuneration, bonus and other benefit in kind of

directors, Board Committee members and senior
management; and
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BOARD COMMITTEES (continued)
Remuneration Committee (continued)

The work performed by the committee in 2006 included the review
and, where applicable, approval of:

U performance appraisal of the executive director and senior
management for year 2005;

e the proposal on staff bonus (including the senior management)
for year 2005 and salary adjustment for year 2006 for the
Group;

o the incentive scheme of the Group; and

e the policies on performance appraisal of staff (including senior
management), annual bonus policy and annual salary
adjustment;

During the year, to ensure that the Board of Directors are
reasonably compensated for their time and efforts dedicated to
the Group. In recommending the remuneration of directors, the
committee makes reference to companies of comparable business
type or scale, and the nature and quantity of work at both Board
and Board Committee levels (including frequency of meetings and
nature of agenda items) in order to compensate directors
reasonably for their time and efforts spent, the proposed
remuneration will be put to shareholders for final approval at
general meetings. The Remuneration Committee also has the
delegated responsibility to determine the specific remuneration
package of executive directors and senior management, including
share options and benefits in kind. Currently the principal
components of the Company’s remuneration package for executive
directors and senior management include basic salary, discretionary
bonus and other benefits in kind. A significant portion of the
executive director’s or senior management’s discretionary bonus
is based on the Group’s and the individual’s performance during
the year. The committee reviews and approves the annual and
long-term performance targets for senior management by reference
to corporate goals and objectives approved by the Board from
time to time. The committee also reviews the performance of the
senior management against the targets set on an ongoing basis,
and reviews and approves the specific performance-based
remuneration of the senior management.
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BOARD COMMITTEES (continued)
Remuneration Committee (continued)

Remuneration Committee currently has 5 members comprising
the Chairman of the Board and 4 independent non-executive
directors. The independent non-executive directors represent over
two-third of the committee members. The Committee is chaired
by Mr. Wang Mingquan, the Chairman of the Board. 4
Remuneration Committee meetings were held during the year with
an average attendance rate of 90%. Individual attendance records
of the relevant directors in 2006 are set out in the table at the last
part of this report. The committee’s terms of reference can be
obtained from the Company Secretary and are displayed on the
Group’s website, www.everbright165.com.hk.

Strategy Committee

As the importance of the Company’s mid to long term business
strategic planning and business layout, the Board decided to set
up a new Board Committee, Strategy Committee in August 2006.
The committee is responsible for developing study of the mid to
long term strategy and the business layout of the Group and
making suggestions to the Board. There is a working team under
the committee in supporting for the counseling services in the
aspects of development history of the Group, market direction
and update rules and regulations. Strategy Committee currently
has 6 members comprising 3 executive directors and 3
independent non-executive directors. The independent non-
executive directors represent half of the committee members. The
committee is chaired by Mr. Seto Gin Chung, John, an independent
non-executive director who has extensive experience in the financial
services sector. 2 Strategy Committee meetings were held during
the year with an average attendance rate of 92%. Individual
attendance records of the relevant members in 2006 are set out
in the table at the last part of this report.

BOARD EVALUATION
The Board and Board Committees shall conduct self-assessment
review of their own effectiveness at least once a year, and review

and amend as appropriate, their mandates and working rules
according to the outcome of these self-assessment.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has devised special rules governing securities
dealing of directors in the “Employee Dealing Manual” which is no
less exacting than the required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuers
contained in Appendix 10 of the Listing Rules. Having made
specific enquiry of all directors, the directors confirmed that they
have complied with the required standard set out in the said
manual and the Model Code throughout the year of 2006.

EXTERNAL AUDITORS

Pursuant to delegated responsibility by the Board, the Audit and
Risk Management Committee reviewed and monitored and was
satisfied with the independence and objectivity of KPMG, the
Group’s external auditors, and the effectiveness of their audit
procedures. Upon the recommendation of the Audit and Risk
Management Committee, the Board will propose that KPMG be
re-appointed as auditors of the Group at the Company’s 2007
annual general meeting. Subject to authorisation by the
shareholders, the Board will authorise the Audit and Risk
Management Committee to determine the remuneration of KPMG.

For 2006, the total fee charged by KPMG was approximately
HK$1,637,000 include non-audit service fee of HK$241,000 for
review of interim financial statements. For 2005, the fee charged
by KPMG was HK$1,259,000. The increase was mainly due to
change in scope of work, the Group’s expansion in operation and
the increase in the cost of human resources of audit firm. With
the Board’s authorisation, the Audit and Risk Management
Committee deliberated and approved the fee of HK$1,350,000,
for audit services provided by KPMG in 20086.

INTERNAL CONTROL

The Board has the responsibility to ensure that the Group maintains
sound and effective internal controls to safeguard the Group’s
assets. The internal control system is designed to provide
reasonable, but not absolute, assurance against material
misstatement or loss; to manage rather than completely eliminate
the risk of system failure; and to assist in the achievement of the
Group’s objectives. In addition to safeguarding the Group’s assets,
it also ensures the maintenance of proper accounting records and
compliance with relevant laws and regulations.
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INTERNAL CONTROL (continued)

The Group conducts an annual review of the effectiveness of its
internal control systems covering all material controls, including
financial,
management. The review is conducted by making reference to
the guidelines and definitions given by the regulatory and
professional bodies for the purpose of assessing five different

operational and compliance controls as well as risk

internal control elements, namely, the control environment, risk
assessment, control activities, information and communication,
and monitoring. The assessment covers all the major internal
including financial, operational and
compliance controls as well as risk management functions. The
annual review is coordinated by the Group’s Internal Audit, which,
after the Management and various business departments have
carries out independent
examination and other post-assessment work on the review
process and results. The results of the 2006 review had been
reported to the Audit Committee and the Board.

controls and measures,

performed their self-assessment,

The Audit and Risk Management Committee and the Board
considered that the key areas of the Group’s internal control
systems are reasonably implemented and are able to prevent
material misstatements or losses, safeguard the Group’s assets,
maintain appropriate accounting records, ensure compliance with
applicable laws and regulations, as well as fulfill the requirements
of the Code regarding internal control systems in general.

In addition, the key procedures that the Group has established
and implemented to provide internal controls are summarised as
follows:

e Management has established an organisational structure, with
appropriate delegation of authority and responsibility. The
Group has established written policies and procedures to
define the functionality for all the operating units, ensure
reasonable safeguard of the Group’s assets, implementation
of internal controls and adherence to relevant laws and
regulations and risk management in its operations.

e The Management draws up and continuously monitors the
implementation of the Group’s strategies, business plans and
financial budgets. The accounting and management systems
that are in place provide the basis for evaluating financial and
operational performance.
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INTERNAL CONTROL (continued)

The Group has various risk management and human resources
policies. There are specific units and personnel that are
responsible for identifying, assessing and managing all the
major risks. These include reputation, strategic, legal,
compliance, credit, market, operation, liquidity and interest
rate risks.

The Risk Management Committee, a committee under the
Management Committee responsible to discharge the core
responsibility of the internal control function of the Group.
Members of Risk committee comprises various heads of
business units and the risk compliance department. The
committee is responsible to making suggestion to the
management and assist the management to define and assess
the key risk exposures of the Group’s core business and
conduct the co-ordination thereon, in addition, to define,
assess and record the risk structure of the Group and make
sure the relevant business units aware of such issues. The
Risk Management Committee is chaired by an Assistant
General Manager of the Group, and will report to Management
Committee periodically. The Risk Management Committee also
submits risk evaluation semi-annual report of the Company
to Audit and Risk Management Committee for their review.

The Group’s internal audit department conducts independent
reviews on areas including financial activities, various business
units, various kinds of risks, operations and activities. Audit
reports are submitted directly to the Audit and Risk
Management Committee. The internal audit department will
closely follow up the items that require attention and put
forward recommendations for improvement.

The Audit and Risk Management Committee reviews the
reports submitted by external auditors to the Group’s
Management in connection with the annual audit as well as
the recommendations made by regulatory bodies on internal
control. Internal audit department will follow up the same on
a continuous basis to ensure timely implementation of the
recommendations, and will also periodically report the status
of the implementation to the Management and the Audit and
Risk Management Committee.
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COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDERS’ RIGHTS

The Board attaches a high degree of importance to continuous
communication with shareholders, especially the direct dialogue
with them at the Company’s annual general meetings. Shareholders
are therefore encouraged to actively participate at such meetings.

The Chairman of the Board, the Executive Committee, Nomination
Committee and Remuneration Committee as well as members of
the Audit Committee and representatives of KPMG were present
at the Company’s 2006 annual general meeting held on 26 May
2006 at the Hong Kong Ritz Carlton Hotel to respond to questions
and comments raised by shareholders.

The Company has also provided additional information on the
2006 annual general meeting in a circular to shareholders. This
includes background information to the proposed resolutions,
information on the retiring and reelecting directors in order to let
all the shareholders to have knowledge of their rights and conduct
the voting with sufficient information.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF FINANCIAL
STATEMENTS

The following statement should be read in conjunction with the
Auditors’ statement of their responsibilities as set out in the
auditors’ report contained in the Annual Report 2006 of the
Company. The statement is made with a view to distinguishing for
shareholders the respective responsibilities of the directors and of
the auditors in relation to the financial statements.

The directors are required by the Hong Kong Companies Ordinance
to prepare financial statements, which give a true and fair view of
the state of affairs of the Company. The financial statements should
be prepared on a going concern basis unless it is not appropriate
to do so. The directors have responsibility for ensuring that the
Company keeps accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and
which enable them to ensure that the financial statements comply
with the requirements of the Hong Kong Companies Ordinance.
The directors also have general responsibilities for taking such
steps as are reasonably open to them to safeguard the assets of
the Group and to prevent and detect fraud and other irregularities.
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DIRECTORS’ RESPONSIBILITY STATEMENT IN RELATION TO
FINANCIAL STATEMENTS (continued)

The directors consider that in preparing the financial statements
in its Annual Report 2006, the Company has adopted appropriate
accounting policies which have been consistently applied with the
support of reasonable and prudent judgements and estimates,
and that all accounting standards which they consider to be
applicable have been followed.

THE ROLES OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board believes independent non-executive directors play an
important role in corporate governance. The help to provide the
necessary check and balance to ensure that the Group operates
in a safe and sound manner and that its interests are protected.
Independent non-executive directors can also assist by bringing
in outside experience and providing objective judgment. They are
particularly useful in a monitoring role. The Board considers all its
independent non-executive directors to be independent in
character and judgment and has received written confirmation
from the independent non-executive directors of their
independence pursuant to the requirement of Rule 3.13 of the
Listing Rules.

To determine the independency of the independent non-executive
directors, the Nomination Committee is responsible to evaluate
the independence of the existing independent non-executive
directors as well as the candidates of independent non-executive
directors.

THE COMPANY SECRETARY

The Company Secretary is responsible for advising the Board on
all governance matters. The directors have access to the advice
and services of the Company Secretary. The Company Secretary
is undertaken by a person with relevant professional qualification.
The Company’s Articles of Association and the schedule of matters
reserved to the Board for decision provide that the appointment
and removal of the Company Secretary is a matter for the full
Board.

Hong Kong, 29 March 2007
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ATTENDANCE
The attendance of the directors and members at board meetings
and various committee meetings is set out bellow:
Executive = Nomination
Board Committee Committee
Directors/members Meeting Meeting Meeting
Ex %28 Exg HTEEE RAEEES
= = =
Executive Directors
HITEE
Wang Ming Quan T 83 4 6/6 2/2 3/3
Guo YouH & 6/6 0/1 b
Zhou Liqun f& 3 & 6/6 2/2 3/3
He Ling 8% 6/6 2/2 *
Chen Shuang P & 6/6 2/2 *
Xu Haoming % & B 5/6 1/1 *
Independent Non-executive Directors
BUINTEE
Ng Ming Wah, Charles & 8§ % 5/6 * *
Seto Gin Chung, John &) fE Ik 6/6 * 3/3
Lin Zhijun #&E 6/6 * 3/3
Tung Wai, David £{& 1/2 * *
(retired on 26 May 2006)
(—77/\&3&% +/\E| { )
Tung Iring EE % 4/4 * *
(appointed on 18 July 2006)
(ZEERELATNBEZME)
** N/A T iE
Mr. Guo You and Mr. Xu Haoming were appointed as members of the
Executive Committee on 23 March 2006.

Dr. Lin Zhijun was appointed as a member of the Remuneration Committee
on 23 March 2006.

Madam Tung Iring was appointed as a member of the Audit and Risk
Management Committee and a member of the Remuneration Committee
on 14 September 2006.

Dr. Zhou Ligun resigned as a member of the Remuneration Committee on
23 March 2006.

Mr. Tung Wai, David retired as a member of the Audit and Risk
Management Committees, a member of the Nomination Committee and a
member of Remuneration Committee on 26 May 2006.
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