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2007 2006
oobDoo oooood Changes
HK$’m HK$'m oo
oooo oooo %
Profit Attributable to Equity oooooooo
Holders of the Company oooo 323 495 (35%)
Total Assets oooo 6,381 6,869 (7%)
Equity Attributable to Equity oooooooo
Holders of the Company oooo 5,006 4,591 9%
Cash & Bank Balances ooooooog 1,335 1,258 6%
Changes
Key Performance and ooooooooo HK$ HK$ og
Liquidity Indicators: oooao oo on %
Earnings Per Share ooog 0.177 0.278 (36%)
Net Assets Per Share (Note 1) oooooooooim 2.749 2.521 9%
P/E Ratio (Note 1) oo00ooitm 9.6 x 7.4 x 30%
Return on Capital Employed oo0oooooozo
(Note 2) 6.4% 10.8% (41%)
Return on Total Assets (Note 3) 00000000030 5.1% 7.2% (29%)
Gearing Ratio (Note 4) 0o0oaoonan 12% 27% (566%)
Current Ratio (Note 5) ooaooooso 3.1x 1.8 x 72%
Interest Coverage (Note 6) oooooooooed 8.4 x 13.5 x (38%)
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Notes: ooo

1. Based on 1,820,709,611 shares issued and fully paid as at 31 1. JgooooooooooooooDoooo
December 2007 (2006: 1,820,709,611 shares) and the market O0o0oo1i,820,709611 0O 0 O0OO0O
closing price of HK$1.70 (2006:HK$2.05) per share. 1,820,709 6110 00 000 0O0OA1.700 O

oopooooozos00M@moboOonOn

2. Calculated as profit attributable to equity holders of the 2. gooooDbODbObObODoODoODODODODDDODOD
Company over equity attributable to equity holders of the go0o0ooo0ooooooon
Company.

3. Calculated as profit attributable to equity holders of the 3. Oo0ooooDooOoODoOoooODoOOoODoODoODODOO
Company over total assets. opooo

4. Calculated as total borrowings over equity attributable to 4, gooooooooooooooDoooo
equity holders of the Company. ooooo

5. Calculated as current assets over current liabilities. 5. goooboboooooboooo

6. Calculated as profit before finance costs and taxation over 6. gooooDbODbObObODoODoODODODODDDODOD
finance costs (excluding the notional interest portion in respect 0ooodooooooooooooomao
of convertible notes). ooo
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The Group’s profit after tax for the year ended 31 December
2007 has decreased by HK$181,666,000 to HK$323,831,000
(2006: HK$505,497,000), representing a decrease of
approximately 36%. Earnings per share has decreased by
HK$0.101 to HK$0.177 (2006: HK$0.278), also representing
a decrease of 36%.

The reasons for the decrease in profit after tax was due to
the changes in the major sources of income which combined
effect is to decrease the year’s profit after tax. The changes

are discussed in the following paragraphs:

During the year, realised gain from securities trading has
decreased by HK$201,357,000 to HK$11,341,000 (2006:
HK$212,698,000). The performance of the stock market
in 2005 and 2006 was good in the sense that there was
a prolonged continuous growth in term of both market
trading volume and stock trading prices. In addition,
there were relatively more quality new IPOs of large state-
owned corporations. The Group was able to take benefit of
those IPO investment opportunities and managed to earn
considerable profits in a few number of the IPOs. However,
the stock market was highly volatile and was unpredictable
in 2007. Therefore, the Group significantly reduced its
investment in IPOs shares which has resulted in a significant
decrease in the profit contribution from securities trading.

During the year, the fair value of the Group’s investment
properties has decreased by HK$44,254,000 which was
recognised as a loss whereas in the last year, the fair
value of the Group’s investment properties had increased
by HK$89,927,000 which was recognised as a gain. The
net impact of these changes in fair values of investment
properties has the effect of reducing the current year’s profit
after tax by HK$134,181,000.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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The disposal of the Cinda Portfolio was completed in the
year. Due to the reason that the total amount of actual cash
recovered differs from that was projected and the adoption
of the amortised cost method in accounting for the interest
income from the interest in distressed assets has the effect
of accelerating the recognition of more interest income
in the early stages. Therefore, at the completion of the
disposal, the carrying balance of unamortized interest in
the Cinda Portfolio was written off and an impairment loss
amounting to HK$80,248,000 was thus recognised. During
the year, the newly acquired Orient Portfolio has contributed
HK$100,220,000 profit to the Group which amount
exceeded and compensated the decrease in the amount of
HK$70,534,000 in interest from the Cinda Portfolio.

Other one-off income such as the disposal of the
Tongjitang ADSs upon its initial listing and the disposal
of the subsidiaries engaged in property development
has generated gain amounting to HK$38,643,000 and
HK$48,499,000 respectively in the current year. After
deducting the impairment loss on goodwill amounting to
HK$26,524,000 in aggregate which was made as a result
of the impairment testing based on the subsidiary’s future
operations and the discount, which was recognised as
income, of HK$24,742,000 in the last year in respect of the
acquisition of the remaining 4.11% equity interest in Beijing
East Gate, the net effect of the aforesaid was to increase
profit after tax by HK$35,876,000.

Due to the reason that the cumulative appreciation of
Renminbi (“RMB”) in the recent years is significant and the
Group has strategically maintained a lot of RMB monetary
assets, as a result, the Group has recognised a significant
net exchange gain in the year. Net exchange gain for the
year ended 31 December 2007 has increased significantly by
HK$142,530,000 to HK$147,380,000 (2006: HK$4,850,000).

gobooooooobboooboooon
gooooooogoobobooooooboo
gboooobooooobooboooooon
gooooooogoobobooooooboo
gobooooooobooooooon
gooooooogoobobooooooboo
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00 t100,220,0000 0000000000
ooooooboooboooro,534,0000
gooooo
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b48,499,0000 00 000O00DODOO0O
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ooooooooo411%0O0000000
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oooooobooobooss,876,0000
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Review of Results
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Property Investments, Development and Management

For the year ended 31 December 2007, rental income from
leasing of investment properties decreased by 27% to
HK$30.7 million (2006: HK$42.2 million). The main reason
for the decrease in rental income was due to the disposal
of all the investment properties located in Hong Kong at the
beginning of 2007 and an investment property located in
the PRC in the second half year of 2007. The Group’s main

Annual Report 2007 0O O



Property Investments, Development and Management
(Continued)

The Group invested in the re-development of the Tong Zhou
District in Beijing through its 22.62% owned associate 0 0 O
gooooooooooo.

The re-development project was named “Zi You Xiao
Zhen”, which has a site area and gross development area
of 320,000 square metres and 830,000 square metres
respectively. The construction works of the “Zi You Xiao
Zhen” project has commenced during the year. According to
the current development plan, the “Zi You Xiao Zhen” project
will be developed by four phases in four years’ time.

As at 31 December 2007, The Group has invested
approximately HK$484.0 million in aggregate in the “Zi You
Xiao Zhen” project.

During the year, due to the holding of the coming Olympic
Games in Beijing in August 2008, the municipal government
discourages the commencement of construction works of
new and large scale property development. In this regard,
the Group suspended the “Si He Yuan” project and wait
until the completion of the Olympic Games. The Group will
resume the construction works soonest possible.

Cinda Jianrun

On 17 December 2007, the Group entered into a conditional
agreement with three wholly owned subsidiaries of China
Cinda Assets Management Corporation for the establishment
of Cinda Jianrun Property Company Limited (“Cinda
Jianrun”) for the purpose of investing in the PRC property
market. The registered capital of Cinda Jianrun is RMB1.0
billion (equivalent to HK$1.1 billion) of which RMB300.0
million (equivalent to HK$333.3 million) registered capital will
be contributed by the Group, representing 30% of the equity
interest.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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Property Investments, Development and Management
(Continued)

Cinda Jianrun (Continued)

Cinda Jianrun engages in the business of property
development and operation, property management and
property consultation in the PRC.

The investment in Cinda Jianrun constituted a connected
transaction of the Group. And the Group has obtained
approval from the Company’s independent shareholders for

the transaction on 25 January 2008.

Infrastructure Investments

During the year, profit contribution from CIl decreased by
28% to HK$54.8 million (2006: HK$76.2 million). The reason
for the decrease in profit contribution was mainly due to
lack of toll fee income from road and bridge project as a
result of disposal of those projects in the previous years,
particularly in the last year, the disposal of the entire interest
in the Jiangxi #320 State-road project had generated a
one-off profit of HK$40.2 million. In addition, due to fierce
competition, Cll expects that the road project in the Zhoukou
City of the Henan Province will incur operating loss in the
coming few years. In this regard, an impairment loss of
approximately HK$46.1 million in respect of the project
was recognised in the year. During the year, ClIlI utilized its
working capital efficiently to invest in short and medium term
financial investments and succeeded in raising its interest
and investment income, which has partially compensated

the decrease in profit due to the aforesaid reasons.

Cll is currently holding only two small road and bridge
projects, with a total carrying value of approximately
HK$85.5 million.

gooboooooowoo
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Property Investments, Development and Management
(Continued)

Petrochemical projects(Continued)

In order to seize the business opportunities brought about
by the ever increasing demand for petrochemical products
in the PRC, CIl has planned to change its business scope
to concentrate its investment in the development of its
petrochemical product business. In this regard, the Natural
Gas Projects will be disposed of in addition to the two road
and bridge projects.

Cll has already entered into a conditional agreement with a
potential buyer to dispose of the entire interest in the Natural
Gas Projects at a total consideration of RMB300,000,000.
The relevant documents in respect of the disposal has been
submitted to the relevant government department for its
approval. The disposal will be completed upon obtaining the

approval.

Financial Investments

Distressed Assets Business

The Cinda Portfolio

The disposal of the Cinda Portfolio has been completed
in the year. Due to the fact that the actual amount of cash
recovered from the Cinda Portfolio was less than the
expected one and the amortised cost method adopted for
the accounting of the distressed assets has the effect of
accelerating the recognition of larger amount of interest
income in the early stages of investment. Upon completion,
the unamortized interest in distressed assets was written off
as an impairment loss amounting to HK$80,248,000 for the

year.
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Cinda Portfolio (Continued)

To summarise the disposal result, the disposal of the
entire RMB56.9 billion principal amount of the Cinda
Portfolio has recovered cash amounting to approximately
RMB1,539,749,000 in aggregate. The effective cash recovery
rate was approximately 2.7% which is lower than the
originally expected cash recovery rate of 3.0%.

The Group has received RMB1,272.0 million (equivalent to
HK$1,413.3 million) cash from the disposal of the Cinda
Portfolio of which an amount of RMB120.3 million (equivalent
to HK$128.7 million) represent the accrued PRC enterprise
tax payable. After deducting the Group’s acquisition cost of
RMB853.3 million (equivalent to HK$948.1 million), the net
cash return is RMB298.4 million (equivalent to HK$336.5
million). In term of absolute cash flow, the profit rate is 35%

as a whole.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Huarong Portfolio

The Group acquired a portfolio of distressed assets with
a total principal amount of RMB36.4 billion (equivalent to
approximately HK$35.0 billion) including booked interest
(“The Huarong Portfolio”) from China Huarong Asset
Management Corporation at a total consideration of
RMB546.6 million (equivalent to approximately HK$526.6
million at that time) in January 2006. The Huarong Portfolio
comprises a total of 11,126 borrowers located in a total
of 27 provinces, directly administrated municipalities and
autonomies in the PRC. Originally, the Group has set a
target to complete the disposal of the Huarong Portfolio in
two years’ time and accordingly appointed China Huarong
to manage and to dispose of the Huarong Portfolio at its
absolute discretion. Due to various reasons, the disposal
of the Huarong Portfolio was not completed within the
budgeted time. Therefore, the Group has revised the
agreement with China Huarong and extended the deadline
to 30 June 2008.

The progress of the disposal of the Huarong Portfolio was
unsatisfactory during the year. Up to 31 December 2007,
the cumulative principal amount of distressed assets in the
Huarong Portfolio that has been disposed was approximately
HK$23.4 billion, representing approximately 63% of the total
principal amount of the Huarong Portfolio. The cumulative
cash recovered was approximately HK$473.0 million. The

effective cash recovery rate was approximately 2.0%.
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MANAGING DIRECTOR’S STATEMENT ES#AKIERE

Business Review & Prospects (Continued)
Financial Investments (Continued)
Distressed Assets Business (Continued)

The Huarong Portfolio (Continued)

The principal amount of distressed assets disposed of
during the year was approximately HK$16.7 billion. The cash
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Financial Investments (Continued)

Distressed Assets Business (Continued)

The Orient Portfolio

During the year, the Group acquired from China Orient Asset
Management Corporation (“China Orient”) a 46.17% interest
in a portfolio of distressed assets with an outstanding
principal amount of RMB21.3 billion at a consideration of
RMB319,700,000 (equivalent to HK$321,700,000 at that
time). The interest was simultaneously injected to Dongxin
Union Asset Management Corporation Limited (“Dongxin
Union”). Dongxin Union was a newly incorporated equity
joint venture set up for the sole purpose of holding and
disposing of the Orient Portfolio. Its term of business license
was three years up to 21 January 2010. The remaining
53.83% equity interest in Dongxin Union was held by China
Orient. The Group expects that disposal of the Orient
Portfolio will be completed in two to three years’ time.

For the year ended 31 December 2007, the Orient Portfolio
has contributed approximately HK$100,220,000 profit to
the Group. In addition, the Group received approximately
RMB211.8 million (equivalent to approximately HK$216.9
million) in cash from the Orient Portfolio recoveries.
The cumulative cash recoveries of the Orient Portfolio
was RMB377,500,000 (equivalent to HK$419,400,000),
representing a recovery rate of 1.8%.
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Financial Investments (Continued)

Distressed Assets Business (Continued)

Tongjitang

The Group has invested RMB100.0 million (equivalent to
approximately HK$96.1 million at that time) to acquire a
Chinese medicine manufacturer, which has subsequently
restructured into Tongjitang China Medicines Company
(“Tongjitang”). Tongjitang succeeded in getting a listing on
the New York Stock Exchange on 16 March 2007 through
the issuance of American Depository Shares (“ADS”). The
initial offer price of each ADS is USD10.0. At initial offer,
the Group sold 625,000 ADSs and recognized a profit of
approximately HK$26.5 million. After the disposal, the Group
is still holding 2,086,000 ADSs, which market value as at 31
December 2007 is approximately USD20.5 million (equivalent
to approximately HK$160.3 million) with an unrealised
holding gain of approximately HK$86.1 million.

Subsequent to the balance sheet date, two senior executives
of Tongjitang have made offer to acquire all the outstanding
ADSs of Tongjitang at a consideration of USD10.25 each
for the purpose of privatizing Tongjitang. If the privatization
of Tongjitang was concluded, the Group will realize
approximately HK$166.8 million funds and recognize a profit
of approximately HK$92.6 million upon the privatization of
Tongijitang.

Silver Grant International Industries Limited D 0 00 OO0 0O 0O
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The Group will allocate its investments on a reasonable
and balanced basis in three core-businesses: properties
investment and development, infrastructure investments and
financial investments.

As for infrastructure investment, the Directors will direct
Cll to change its business scope and gradually commits
more resources to invest in and develop the petrochemical
projects.

As for property investment and development, the Group will
develop its business through Cinda Jianrun and to create
more returns for the shareholders of the Company.

The Directors are of the view that the recent macro economic
measures imposed by the PRC Government will have a long-
term effect of creating a stable and healthy market economy
for the PRC. In the opinion of the Directors, those measures
will not have significant adverse effect on the Group’s
business for the time being. However, the Directors will
closely monitor the issue and will take appropriate actions
should these measures be further extended and raised.
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Exchange Exposure

At the balance sheet date, the Group had a USD
denominated convertible note in the amount of USD52.5
million(equivalent to HK$409.5 million). As HKD is pegged to
USD and such currency peg is unlikely to be broken in the
foreseeable future. In this regard, the Directors believe that
exposure to exchange rate fluctuations in respect of USD will

not have material adverse effect on the Group.

Except for the above, the Group’s principal assets, liabilities,
revenue and payments are denominated in HKD and RMB.
The continuous appreciation of RMB exchange rate in the
recent years has a cumulative effect of causing the RMB to
appreciate by approximately 20%. The Group was benefited
from this RMB appreciation and recognised a net exchange
gain of approximately HK$147.4 million in 2007. The Directors
expect that RMB exchange rate will appreciate gradually
in the next few years and the Group will be benefited from
RMB appreciation. The Directors do not anticipate that
there is any material exchange exposure in respect of other

currencies.
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Working Capital & Borrowings

The Group’s total borrowings excluding the convertible note
at the balance sheet date amounted to HK$237.9 million
of which HK$233.3 million was short-term bank loan and
a temporary overdraft which was repaid after the balance
sheet date. The remaining was long-term mortgage loan.
Over 90% of the short-term bank loan was represented by
the working capital loan utilized by Beijing East Gate and the
remaining was the current portion of a long-term mortgage
loan and a temporary overdraft which was repaid after the
balance sheet date.

Interest rate for the short-term bank loan was charged
at floating rate and the prevailing applicable interest rate
was 6.723% per annum. The interest rate for the long-
term mortgage loan was charged at floating rate and the
prevailing applicable interest rate was 4.375% per annum.
The Group also has a long-term convertible note with a total
outstanding amount of approximately HK$382.7 million. If
the convertible note is not converted, the Group is required
to repay it in full in November 2009.

At the balance sheet date, the cash and bank balances
including the restricted bank balance amounted to
HK$1,334.7 million in aggregate. In addition, the Group has
net current assets in the amount of HK$1,828.9 million at
the balance sheet date. Moreover, the Group has unutilized
banking facilities in the amount of HK$806.2 million. In this
regard, the directors are confident that working capital of the
Group is adequate for daily operations and the Group has a
sound and good financial position.

At the balance sheet date, the Gearing Ratio and Current
Ratio of the Group were 12% (2006: 27%) and 3.1x (2006:
1.8x) respectively.
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Capital Structure

As at 31 December 2007, the shareholders’ fund of the
Group was HK$5,006,027,000, representing an increase
of HK$415,386,000 or 9.0% increment from that as at 31
December 2006.

During the year, the Company paid HK$127,450,000 to
shareholders of the Company as final dividend for the year
ended 31 December 2006, which has an effect of reducing
the overall capital.

Human Resources

As at 31 December 2007, the Group employed approximately
1,400 employees in Hong Kong and in the PRC. The Group
offers its employees competitive remuneration packages,
which are consistent with the prevailing market practice. The
Group’s remuneration policies remain unchanged during the
current year. Total staff costs for the current year increased
slightly by 2.1% to HK$72.2 million (2006: HK$70.7 million).

On behalf of the Directors, | would like to express my
appreciation and gratitude to our shareholders for their
supports and all the Group’s employees for their hard
working and dedication in carrying out their duties and in
achieving the Group’s business goal.

By order of the Board of
Silver Grant International Industries Limited

Gao Jian Min
Managing Director

Hong Kong, 22 April 2008
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Gao Jian Min Managing Director

Mr. Gao, aged 49, was appointed Director and Managing
Director of the Company on 22 June 1993. Mr. Gao is also
directors of various Group companies. Mr. Gao is also a
director of Jiangxi Copper Co., Ltd (Stock Code: 358) and
Qingling Motors. Co. Ltd. (Stock Code: 1122), the H shares
of both companies are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). He is also the
managing director of Pacific Economies Development Corp.
He graduated from Qing Hua University with a Bachelor
Degree in engineering. He has over 15 years’ experience in

property investment and development.

Liu Tianni Deputy Managing Director

Mr. Liu, aged 44, was appointed executive director of the
Company on 26 May 2001. Mr. Liu is also the director of
several Group companies. He graduated from Beijing Normal
University with a Master Degree in Science. He has over
10 years’ experience in corporate administration and trade
businesses.

Gu Jianguo

Mr. Gu, aged 46, was appointed director of the Company
on 25 May 1999. Mr. Gu previously worked with China
Construction Bank and China Cinda Trust & Investment
Corporation. He graduated from Zhejiang University with
a Bachelor Degree in Engineering, a Master Degree and a
Ph. D Degree in Economics. He has over 20 years’
experiences in commercial and investment banking, business

management, and financial accounting and management.
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Tang Baoqi

Mr. Tang, aged 49, was appointed executive director of the
Company on 14 March 2008. Mr. Tang is a senior economist.
He obtained his Bachelor Degree in Economics from the
Hubei School of Finance and Economics 0O OO0O0O in
1983. From 1983 to 1999, he worked in the head quarter
of China Construction Bank and was responsible for credit
administration. From 1999 to 2000, he worked in China
Cinda Asset Management Corporation (“China Cinda”), a
substantial shareholder of the Company and was responsible
for the management of debt assets. At present, Mr. Tang is
the Financial Controller of Well Kent International Holdings
Co Ltd (“Well Kent”) which is a wholly owned subsidiary of
China Cinda and is in charge of the management of debt
assets and financial management. Mr. Tang has over 15

years’ experience in banking and finance.

Chow Kwok Wai

Mr. Chow, aged 41, is one of the Deputy General Managers
and is the Qualified Accountant of the Company. He is
responsible for the finance and accounting matters of the
Group. Mr. Chow joined the Company in October 1993
and was appointed executive director of the Company on
20 April 2004. Mr. Chow has worked in Price Waterhouse,
which is now known as PriceWaterhouseCoopers and
has accumulated valuable audit experience there. Mr.
Chow received his Bachelor Degree in Social Sciences
from the University of Hong Kong in 1990. Mr. Chow is a
Fellow Member of the Association of Chartered Certified
Accountants and a Fellow CPA of the Hong Kong Institute
of Certified Public Accountants. Mr. Chow has over 15
years’ experience in accounting, financial management and
corporate finance. Mr. Chow is also an independent non-
executive director of Lijun International Pharmaceutical
(Holding) Co., Ltd. (Stock Code: 2005) which H shares are
listed on the Stock Exchange.
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Chen Xiaozhou Chairman

Mr. Chen, aged 46, was appointed executive director of
the Company and was elected Chairman of the board on
13 February 2006. He was redesignated as non-executive
director of the Company on 1 September, 2006. He has
been the Vice President of China Cinda, a substantial
shareholder of the Company since February, 2003. Mr.
Chen obtained his Master Degree in Economics from the
Research Institute of the People’s Bank of China in 1988
and obtained his Master Degree in Commerce from the
University of New South Wales, Australia in 2003. From April
1997 to April, 1999, he was the Deputy General Manager
of Sales Department of Head Office of China Construction
Bank. From April, 1999 to September, 2000, Mr. Chen was
the supervisor of Investment Banking Department of China
Cinda. From September, 2000 to February, 2003, Mr. Chen
was the Assistant to President of China Cinda. Mr. Chen has
over 18 years experience in banking and finance sectors.
During the period from 7 June 2004 to 27 March 2005, Mr.
Chen was a non-executive director of Aluminum Corporation
of China Limited (Stock Code: 2600), the H shares of which
are listed on the Stock Exchange and the New York Stock
Exchange, Inc.
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Kang Dian

Mr. Kang, aged 59, was appointed independent non-
executive director of the Company on 8 May 1998. He is
presently a director of Springridge Investment Management
Limited, which is principally engaged in the provision of
consulting and management services and is the chairman
of the supervisory committee of Shenzhen Development
Bank. Mr. Kang graduated from Beijing Institute of Iron and
Steel Engineering (now known as the University of Science
& Technology of Beijing) in the PRC, with a Bachelor Degree
majoring in Engineering in 1982. In 1984, he graduated from
the Graduate School of Academy of Social Science of China
in the PRC and obtained a Master Degree in Economics.
Mr. Kang was the director and vice-president of Guangdong
Enterprise (Holdings) Limited, a holding company of a
conglomerate group, from 1994 to 2000. From 1990 to 1994,
Mr. Kang was the vice-president of China National Packing
Co.. From 1987 to 1990, Mr. Kang was the vice-president of
China Agribusiness Trust & Investment Co.. Mr. Kang is also
the Consultant to the Finance & Securities Commission of
All China Lawyers Association since 1996. Mr. Kang is also
an independent non-executive director of BYD Company
Limited (Stock Code: 1211) which H shares are listed on the
Stock Exchange.

Zhang Lu

Mr. Zhang, aged 56, is an independent non-executive
director of the Company and was appointed since 4 May
2000. Mr. Zhang was the ex-executive vice president and
treasurer of Citic Ka Wah Bank Limited, responsible for
both the Treasury and International Buisness. He previously
worked for Bank of China and Citic Industrial Bank. Mr.
Zhang graduated from Szechuan Institute of Foreign
Languages. He has engaged in the banking business for

over 30 years.
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Hung Muk Ming

Mr. Hung, aged 43, was appointed independent non-
executive director of the Company on 23 December 2004.
Mr. Hung is a Certified Public Accountant (Practicing) and is
a Fellow CPA of the Hong Kong Institute of Certified Public
Accountants. He is also a fellow member of the Chartered
Association of Certified Accountants and a member of the



Kwok Chung Lun

Mr. Kwok, aged 53, joined the Company in July 1995.
Mr. Kwok is the managing director of Beijing East Gate
Development Co., Ltd. (“Beijing East Gate”), which is a



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 2007 except for Code provision E.1.2. Code
provision E.1.2 stipulates that the Chairman of the board
should attend the annual general meeting. The Chairman
of the board was out of town and did not attend the annual
general meeting of the Company held on 29 May 2007. 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.

The board of directors (the “Board”), led by the Chairman,
steers the Group’s business direction. The management,
led by the Managing Director, which is also the Chief
Executive Officer of the Group, 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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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
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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 borne by the Company, in the furtherance
of their duties.

The full board will meet regularly and 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 no 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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During 2007, four full board meetings were held and the

attendance of each director is set out below:

Name of director

Number of meetings attended

goooooooooboboooooon
goobooooboooboooooo

Attendance rate

oooo gooooooon oo
Chen Xiaozhou 3 out of 4 75%
ooo goooooo
Hui Xiao Bing 3 out of 4 75%
ooao ogoooooo
Gao Jian Min 4 out of 4 100%
oono goooooaa
Liu Tianni 3 out of 4 75%
ooo goooooao
Gu Jianguo 4 out of 4 100%
ooo goooood
Chen Yongcun 4 out of 4 100%
oo goooood
Yuen Wing Shing 4 out of 4 100%
ooad goooooda
Chow Kwok Wai 4 out of 4 100%
ooao goooooad
Kang Dian 4 out of 4 100%
oo goooooaa
Zhang Lu 4 out of 4 100%
oo goooood
Hung Muk Ming 4 out of 4 100%
ooo goooood
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According to the 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.

All non-executive directors and 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.

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 2007.

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
standards set out in the Model Code.

The Company established an audit committee (the “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.
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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.

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,
2007 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.
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During the year, two Audit Committee meetings were held

and the attendance of each member is set out below:

gobooooooobbooooooon
gooogoooo

Name of director Number of meetings attended Attendance rate
oooo gooooooon ooao
Kang Dian 2 out of 2 100%
oo ogoooooo
Zhang Lu 2 out of 2 100%
oo goooooo
Hung Muk Ming 2 out of 2 100%
ooo ooooooo

The Company established a remuneration committee (the
(“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
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 Committee did not hold any meeting

during the year.
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3. 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.

4. 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.

The committee meets regularly to review the Company’s
human resources matters and remuneration policy. The
Remuneration Committee has reviewed and approved the
annual salary adjustments for year 2008 and the payment
of discretional performance bonus and the director fees
for the year ended 31 December 2007 after taking into
consideration the results of the Group, the performance of
the directors, the senior management and the individual

employee and the prevailing market practices.
There was no change in the members of the Board of

directors thoughout the whole year of 2007. No director has

ever forfeited any director fee during the year.
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Details of the emoluments paid to all directors are set out in
note 10 to the consolidated financial statements.

The Company currently does not have a nomination
committee. The Company will consider establishing a
nomination committee at appropriate time.

The Board has established a formal and transparent process
for the Company in the appointment of new directors and re-
nomination and re-election of directors at regular intervals.

Mr. Chen Yongcun resigned as executive director of
the Company on 27 February 2008 due to personal
commitments. At a board meeting held on 14 March 2008,
Mr. Tang Baoqi was appointed executive director of the
Company with effect from the same date.

The Group’s consolidated financial statements for the year
ended 31 December 2007, were audited by Deloitte Touche
Tohmatsu (“Deloitte”) at a total fees of HK$2.1 million. 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$0.50 million in aggregate to Deloitte for
the provision of taxation services during the year 2007.

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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