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Corporate Governance Practices

The Company is committed to maintaining and ensuring a
standard of corporate governance that is consistent with
market practices. The Company has applied the principles
and complied with all the applicable code provisions of the
Code on Corporate Governance Practices (“Code”) as set
out in Appendix 14 of the Rules Governing the Listing of
Securities (“Listing Rules”) on the Stock Exchange of Hong
Kong Limited (“Stock Exchange”) for the year ended 31
December 2006 except for code provision E.1.2. Code
provision E.1.2 stipulates that the Chairman of the board of
directors should attend the annual general meeting. The
Chairman of the board of directors did not attend the annual
general meeting of the Company held on 25 May 2006. The
Chairman will endeavor to attend all future annual general
meetings of the Company unless unexpected or special
circumstances preventing him from doing so.

The Company will continuously review and improve its
corporate governance practices to ensure that business
activities and decision-making processes are regulated in a
proper and prudent manner.

The following summarizes the Company’s key corporate
governance practices.

Board of Directors

The board of directors (“Board”), led by the Chairman, steers
the Group’s business direction. The management, led by the
Managing Director, i.e. the Chief Executive is responsible for
the Group’s management and operations. The division of
responsibilities between the Chairman and the Managing
Director are clearly established and set out in writing. The
role of the Chairman and the Managing Director are separated
and are performed by different persons to avoid concentration
of authorities to one single person.
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Board of Directors (Continued)

The Board is responsible for formulating the Group’s long-
term strategies, setting business development goals,
assessing the results of management policies, monitoring
management’s performance and ensuring the existence of
an effective internal control system. The independent non-
executive directors serve the important function of ensuring
and monitoring the basis for an effective corporate governance
framework.

The current Board of the Company comprises five executive
directors, three non-executive directors and three independent
non-executive directors which composition is set out in the
section headed Corporation Information on page 3 and the
biographies of the directors are set out on page 17 to 21.

Members of the Board possess the appropriate expertise
and skills to discharge their duties. Save for the fact that
Messrs. Chen Xiaozhou, Gu Jianguo and Chen Yongcun are
also directors and/or senior officers within the group of China
Cinda Asset Management Corporation, which is a substantial
shareholder of the Company, there is no relationship between
members of the Board, in terms of financial, business, family
or other significant relationship.

During the year, Mr. Zhu Dengshan resigned as executive
director and chairman of the Board due to his retirement on
13 February 2006. Mr. Cheung Chung Kiu resigned as
executive director due to personal reason on 17 July 2006.
Mr. Chen Xiaozhou was appointed executive director and
was elected chairman of the Board on 13 February 2006.
Messrs. Chen Xiaozhou, Hui Xiao Bing and Yuen Wing Shing,
the executive directors of the Company were re-designated
as non-executive directors with effect from 1 September 2006.
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Board of Directors (Continued)

To assist the Board in discharging its duties and to fulfil the
requirement of the Code, two standing board committee are
set up under the Board: the Audit Committee and the
Remuneration Committee. When it become necessary, the
Board will set up ad hoc board committee to handle specific
issues and report back to the Board.

The Board considers that each independent non-executive
director is independent in character and judgment and that
they all meet the specific independence criteria as required
by the Listing Rules. The Company has received from each
independent non-executive director an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing
Rules. In addition, the independent non-executive directors
are explicitly identified in all corporate communications.

All directors are regularly updated on governance and
regulatory matters. There is an established procedure for
directors to obtain independent professional advice, which
expenditure will be paid by the Company, in the furtherance
of their duties.

The full board will meet at least four times throughout a year
to review the overall strategy and to monitor the operation as
well as the financial performance of the Group. Notice of at
least 14 days will be given to all directors for all full board
meetings and the directors can include matters for discussion
in the agenda if necessary. Agenda and the accompanying
board papers in respect of full board meetings are sent out
in full to all directors not less than three days before the
meeting. Minutes of full board meetings and meetings of board
committee are properly kept and all directors have access to
board papers and the related materials.
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Board of Directors (Continued)

During 2006, four full board meetings were held and the
individual attendance of each director is set out below:
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Name of director Number of meetings attended Attendance rate
EEpR HESBREY HE =R
Zhu Dengshan 0 out of 1 0%
KE WL —RPEEZR

Chen Xiaozhou 3 out of 3 100%
e =ERPHE=R

Hui Xiao Bing 3 out of 4 75%
BhE MR HE=R

Gao Jian Min 4 out of 4 100%
SER POk R E R

Liu Tianni 4 out of 4 100%
£ PN POk A E R

Gu Jianguo 4 out of 4 100%
B 2R POk R E R

Chen Yongcun 4 out of 4 100%
PR K 17 POk R E R

Cheung Chung Kiu 1 out of 2 50%
BN ZIRFHE—

Yuen Wing Shing 3 out of 4 75%
K PR HE =R

Chow Kwok Wai 4 out of 4 100%
JE Bl & P9R HR S PR

Kang Dian 3 out of 4 75%
fEz PR HE =R

Zhang Lu 3 out of 4 75%
o 3% MR HE=R

Hung Muk Ming 3 out of 4 75%
//\*EH lm;l/ijﬁr\ﬁg_z/l/\_,

According to Articles of Association of the Company, the
Board has the power to appoint any person as a director
either to fill a casual vacancy or as an addition to the Board.
All directors, including the Chairman, Vice Chairman and
Managing Director, shall retire by rotation at least once every
three years at annual general meetings and be eligible for re-
election.
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Board of Directors (Continued)

All independent non-executive Directors have been appointed
for a specific term of service. They are also subject to
retirement by rotation and re-election at the annual general
meeting of the Company in accordance with Article 101 of
the Company’s Articles of Association.

Securities dealing by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
as set out in Appendix 10 of the Listing Rules as the code of
conducts for securities transactions by directors of the
Company. All the members of the Board have confirmed,
following specific enquiry by the Company, that they have
complied with the required standards set out in the Model
Code throughout the year ended 31 December 2006.

The Company has also adopted codes of conduct regarding
securities transactions by relevant employees (as defined in
the Code) on terms no less exacting than the required
standard set out in the Model Code.

Audit Committee

The Company established an audit committee (“Audit
Committee”) in 1999. The composition and professional
qualifications of the members of the Audit Committee complies
with the requirements under Rules 3.21 of the Listing Rules.
The Audit Committee has a written terms of reference that
conform to the provision of the Code.

The current Audit Committee comprises three independent
non-executive directors, namely Mr. Kang Dian (Committee
Chairman), Mr. Zhang Lu and Mr. Hung Muk Ming. The
principal duties of the Audit Committee include the review
and supervision of the Group’s financial reporting system
and internal control procedures, review of the Group’s financial
information and review of the relationship with the external
auditors and the Company.
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Audit Committee (Continued)

The Audit Committee meets at least two times each year to
review the reporting of financial and other information to
shareholders, the system of internal controls, risk management
and the effectiveness and objectivity of the audit process.
The Audit Committee also provides an important link between
the Board and the Company’s external auditors in matters
coming within the scope of its terms of reference and keeps
under review the independence and objectivity of the external
auditors.

The Group’s annual results for the year ended 31 December
2006 have been reviewed by the Audit Committee.

The Audit Committee together with the Directors has reviewed
the internal control system of the Group and were satisfied
that it is operating effectively and is appropriate for the Group
for the time being.

During the year, two Audit Committee meetings were held
and the individual attendance of each member is set out

below:

Name of director

Number of meetings attended
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Attendance rate

Esns HESERHY HER
Kang Dian 2 out of 2 100%
JEr MR R R
Zhang Lu 2 out of 2 100%
ok 3% MR R R
Hung Muk Ming 2 out of 2 100%
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Remuneration Committee

The Company established a remuneration committee
(“Remuneration Committee”) in 2005 and adopted a written
terms of reference which conform to the provisions of the
Code. The current Remuneration Committee comprises two
independent non-executive directors namely, Mr. Kang Dian
(Committee Chairman) and Mr. Zhang Lu.

The principal duties of the Remuneration Committee are to
ensure that there is no director or any of his associates is
involved in deciding his own remuneration and that the
Company has an equitable and competitive remuneration
policy to attract and retain talent persons to serve the
Company.

The remuneration package for each employee is structured
according to his quality and qualification. The remuneration
package will contain a combination or modification of some
or all of the following four main components:

1. Basic salary

Basic salary ranges for each position are established
with reference to the responsibilities and the duties
attached to the position. The actual salary for the
person filling the position is determined based on the
experience and ability of the individual selected for the
position.

The basic salary ranges are reviewed periodically by
reference to the general market and by comparison to
comparable positions at competitors in the relevant
industry. The actual salaries of employees are reviewed
annually and may be adjusted from time to time based
on the cost of living and financial performance of the
Company.
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Remuneration Committee (Continued)

Basic salary (Continued)

Salaries are base compensation and not intended to
reward performance, either individually or corporately.
Performance is rewarded through the other

components of the remuneration plan.

Incentive bonus

Incentive bonus is linked to individual and corporate
performance. The incentive bonus for each employee
is determined with reference to his position and his
individual performance during the year.

Share option

Share options to purchase shares in the Company are
granted to employees from time to time at the
discretion of the Board, in order to retain valuable
employees and to motivate future performance of the
employees.

Share options granted to individual employees are
determined with reference to their position, their
performance and their ability to contribute to the overall
success of the Group.

Other benefits

The Group offers other customary and/or mandatory
benefits to employees, such as statutory retirement
scheme, employee compensation and medical
insurance, paid annual leaves and child education
allowance, with reference to prevailing practices in

relevant jurisdictions.
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Remuneration Committee (Continued)

The committee meets regularly to review the Company’s
human resources matters and remuneration policy. During
the year, the Remuneration Committee met one time and
was attended by all committee members. The Remuneration
Committee reviewed and approved the annual salary
adjustments for year 2007 and the payment of discretional
performance bonus for the year ended 31 December 2006
after taking into consideration the results of the Group, the
performance of the directors and senior management and
the prevailing market practices.

During the year, no incentive payment was paid to any director
in respect of his appointment and no compensation payment
was paid to any director who ceased to hold his office. No
director has ever forfeited any director fee during the year.

Details of the emoluments paid to all the directors are set out
in note 10 to the consolidated financial statements.

Nomination Committee

The Group currently does not have a nomination committee.
The Group will consider setting up one at the appropriate
time.

Auditors’ Remuneration

The Group’s consolidated financial statements for the year
ended 31 December 2006, were audited by Deloitte Touche
Tohmatsu (“Deloitte”) at a total fees of HK$1.8 millions. The
said audit fee was approved by the Audit Committee and
endorsed by the Board. In addition, the Group also paid fees
of not more than HK$0.20 million in aggregate to Deloitte for
the provision of taxation services during the year 2006.

The Audit Committee considers that the taxation services did
not (in terms of the nature of the services and the amount of
fees paid relative to the audit fees) affect the independence
of Deloitte.
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Directors’ Responsibility Statement

The Directors are responsible for the preparation of financial
statements for each financial period, which give a true and
fair view of the state of the affairs of the Group and of the
results and cash flow for that period. In preparing the financial
statements for the year ended 31 December 2006, the
Directors have selected suitable accounting policies and
applied them consistently; adopted appropriate Hong Kong
Financial Reporting Standards and Hong Kong Accounting
Standards; made adjustments and estimates that are prudent
and reasonable; and have prepared the consolidated financial
statements on the going concern basis. Up to the date of
this report, the Directors are not aware of any material
uncertainties that will seriously affect the going concern
assumption of the Group.

The Directors are also responsible for keeping proper
accounting records, which disclose with reasonable accuracy
at any time the financial position of the Company. The
Directors also have general responsibilities for setting up an
appropriate internal control system, which is mainly to
safeguard the assets of the Group and to prevent and detect
fraud and other irregularities. The Directors have reviewed
the internal control system of the Company and are satisfied
that the internal control system is functioning properly.
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Communication with Shareholders

The Company endeavours to maintain a high level of
transparency in communicating with shareholders and
investors at large. In order to enhance the transparency of
shareholders’ voting in general meeting, separate resolutions
are proposed at the general meetings on each substantially
separate issue, including the election of individual directors
and those resolutions were voted on by poll. The Company
will engage external scrutineer to count the vote. The poll
voting results will be published in the press, on the Stock
Exchange’s website and on the Company’s website on the
next following business day. In addition, procedures for
demanding a voting by poll are laid down in the circular or
annual report to be despatched to shareholders. Moreover,
at the general meeting but before voting, the chairman of the
meeting will explain to shareholders their right to demand a
voting by poll and how to exercise such right.

The Company has also maintained a website at http://
www.silvergrant.com.hk which enable shareholders, investors
and the general public to have an open access to the
information of the Company. Financial information and all
corporate communications of the Company are made available
on the Company’s website and are updated regularly.

Shareholders who wish to raise any queries with the Board
may write to the Company Secretary at Suite 4901, 49/F,
Office Tower, Convention Plaza, 1 Harbour Road, Wanchai,
Hong Kong.
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