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Compliance with the Code on Corporate Governance
Practices

Throughout the year ended 3| December 2008, the Company has
complied with the code provisions of the Code on Corporate
Governance Practices (the “Code") as set out in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), except that:

|, there is no separation of the role of Chairman and Chief Executive
Officer. Mr. Wei Ing-Chou currently assumes the role of both the
Chairman and the Chief Executive Officer of the Company;

2. all Independent Non-executive Directors of the Company are not
appointed for a specific term as they are subject to retirement by
rotation in accordance with the Company’s Articles of Association;

and

3. Mr.Wei Ing-Chou, the Chairman of the Board of the Company does

not need to retire by rotation.

However, at present, the Chairman of each of the Company’s subsidiaries
is responsible for the operation of the respective subsidiary. Due to the
need of business development considerations, Mr. Wei Ing-Chou is
required to act as the Chairman of certain subsidiaries. Except for these
subsidiaries, the Chief Executive Officer of the Group has not act as the
Chairman of other subsidiaries. In practice, there is effective separation of
the roles between the Chairman of the Company's subsidiaries and the
Chief Executive Officer of the Group. Mr. Wei Ing-Chou has been in
charge of the overall management of the Company since the listing of the
Company in 1996. Although Mr. Wei Ing-Chou does not need to retire by
rotation and assumes the role of both the Chairman and the Chief
Executive Officer of the Company, the Company considers that such
arrangement at this stage helps to promote the efficient formulation and
implementation of the Company's strategies which will enable the Group
to further develop its businesses effectively. With the above balancing
mechanism of Chairman of subsidiaries and the supervision of the Board
and the Independent Non-executive Directors, the interests of the

shareholders are adequately and fairly represented.

The Company has taken steps towards the adoption of appropriate
measures to ensure that the Company's corporate governance practices

comply with the Code.
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The Board has scheduled quarterly meetings per year and meets more
frequently as and when required. During the financial year ended 3|
December 2008, eleven Board meetings were held. The attendance of
individual Directors to the Board meetings in year 2008 is summarised

below:

Wi BT ERRE®
Board Meetings Attended/Held

Directors

Executive Directors

Mr. Wei Ing-Chou [/
Mr. Takeshi Ida [/
Mr. Ryo Yoshizawa L/
Mr.Wu Chung-Yi [1/1]
Mr. Wei Ying-Chiao L/
Mr. Junichiro Ida [1/11

Independent Non-executive Directors

Mr. Hsu Shin-Chun LI/

Mr. Lee Tiong-Hock L/

Mr. Kazuo Ogawa 4/ 11
(resigned on | April 2008)

Mr. Michio Kuwahara 7111

(appointed on | April 2008)

The Company Secretary keeps the Board Minutes of the Company for

inspection by the Directors.

Apart from its statutory responsibilities, the Board of Directors approves
the Group’s strategic plan, annual budget, key operational initiatives, major
investments and funding decisions. It also reviews the Group's financial
performance, identifies principal risks of the Group's business and ensures

implementation of appropriate systems to manage these risks.

The Board of Directors has delegated decisions regarding the daily
operation and administration of the Group to the management, under

the supervision of the Chief Executive Officer.
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Directors’ responsibility for the financial statements

The Directors acknowledge their responsibility for preparing the financial
statements of the Group. With the assistance of the Finance Department
which is under the supervision of the Qualified Accountant of the
Company, the Directors ensure that the preparation of the financial
statements of the Group is in accordance with statutory requirements
and applicable accounting standards. The Directors also ensure that the

publication of the financial statements of the Group is in a timely manner

The Statement of the Auditor of the Company regarding their reporting
responsibilities on the financial statements is set out in the Independent

Auditor's Report on pages 57 to 58.

Audit Committee

In compliance with the requirement under Rule 14 of the Code of Best
Practice setting out in Appendix |4 of the Listing Rules effective before |
January 2005, the Company has established the Audit Committee in
September 1999 and currently has three Independent Non-executive
Directors, Mr. Lee Tiong-Hock, Mr. Hsu Shin-Chun and Mr. Michio

Kuwahara. Mr. Lee Tiong-Hock acts as Chairman of the Audit Committee.

The principal duties of the Audit Committee include the review and
supervision of the Group's financial reporting system, financial statements
and internal control procedures. It also acts as an important link between
the Board and the Company's auditor in matters within the scope of the
group audit. Four meetings were held during the financial year ended 3|
December 2008. Details of the attendance of the audit committee

meetings are as follows:

R A B0
Members Attendance
Mr. Lee Tiong-Hock 4/4
Mr. Hsu Shin-Chun 4/4
Mr. Michio Kuwahara 4/4
(appointed on | April 2008)
Mr. Kazuo Ogawa N/A
(resigned on | April 2008) (TER)

The latest meeting of the Committee was held to review the results of

the Group for the year
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Remuneration and Nomination Committee

The Remuneration and Nomination Committee was established on ||
August 2005. This Committee now comprises three Independent Non-
executive Directors, Mr. Hsu Shin-Chun, Mr. Lee Tiong-Hock and Mr.
Michio Kuwahara. Mr. Hsu Shin-Chun acts as the Chairman of the
Committee. One meeting was held during the financial year ended 31
December 2008. All of the Independent Non-executive Directors
attended the meeting.

The Committee was set up to consider and approve the remuneration
packages of the Directors and senior management of the Group,
including the terms of salary and bonus schemes and other long-term
incentive schemes. Human Resources Department is responsible for
collection and administration of the human resources data and, in case of
significant issues, making recommendations to the Committee for
consideration. The Committee, in case of significant issues, consults with
the Board about these recommendations on remuneration policy and
structure and remuneration packages. The Committee also reviews the
structure, size and composition of the Board from time to time and
recommends to the Board on appointments of Directors and the

succession planning for Directors.

Details of the Directors’ and Senior management's emoluments of the
Group for the year ended 3| December 2008 are set out in note 10 to

the financial statements.
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Internal Control

The Board has overall responsibility for maintaining a sound and effective
internal control system of the Group. The Group's internal control system
includes a well defined management structure with limits of authority
which is designed for the achievement of business objectives, to
safeguard assets against unauthorised use or disposition, to ensure proper
maintenance of books and records for the provision of reliable financial
information for internal use or publication, and to ensure compliance

with relevant legislations and regulations.

The Board and the Audit Committee have delegated the Group's internal
audit department to conduct annual review of the effectiveness of the
internal control systems of the Group. During the year ended 3|
December 2008, the review covered all material controls including
financial, operational and compliance controls as well as risk management
functions. No material deficiencies on the internal control came to the
attention of the internal audit department during the annual review for
the year ended 3| December 2008. The Board and the Audit Committee
therefore considered that the internal control systems of the Group are

effective.

External Auditor

Mazars CPA Limited has been appointed as the External Auditor of the
Company with effect from 14 November 2007 to fill the casual vacancy
arising from the reorganisation of the former auditor in June 2007 and
has been re-appointed as the External Auditor of the Company by
shareholders at the Annual General Meeting held on 2 June 2008. An
amount of US$798,000 (2007: US$793,000) was charged to the 2008
financial statements of the Company and its subsidiaries for provision of

audit services.
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Investor Relations

We believe accountability and transparency are indispensable for
ensuring good corporate governance and, in this regard, timely
communication with our shareholders, including institutional investors, is
crucial. We manage investor relations systematically as a key part of our

operations.

We maintain a website (www.masterkong.com.cn) to keep our
shareholders and the investing public informed of our latest business

developments and to disseminate shareholder information.

During the year, we continued to follow a policy of maintaining an open
and regular dialogue with institutional and minority shareholders, fund
managers, analysts and the media through different means, including
meetings, presentations, telephone conferences, correspondence, media
briefings and press releases to distribute information on the Group's
latest developments and strategies. During 2008 senior management
visited several major international investment centres, including New York,
Boston, San Francisco, Montreal, Toronto, Tokyo, Singapore and Taipei to
meet with institutional investors. In all, over 400 meetings with
institutional investors and research analysts were held in 2008. We also
continued to be proactive in responding to general enquires raised by
the investing public, individual and institutional investors and investment

analysts.

Compliance with the Model Code

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code") as set out in Appendix
10 to the Listing Rules. All Directors have confirmed, following specific
enquiry by the Company, that they fully complied with the required
standards as set out in the Model Code throughout the review period.





