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We have, throughout the period ended 31 December 2014, complied
with the code provisions of the Corporate Governance Code (the “CG
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 for the deviations from code provisions A.2.1 and A.4.1.
The reasons for these deviations are explained below.

Code provision A.2.1

Code provision A.2.1 provides that the roles of chairman and chief
executive officer should be separate and should not be performed by the
same person. For the year ended 31 December 2014, Mr. Wei Ing-Chou
assumed the role of both the Chairman and the Chief Executive Officer
of the Company. Mr. Wei Ing-Chou had been in charge of the overall
management of the Company since the listing of the Company in 1996
and the Company considered that such arrangement would promote
the efficient formulation and implementation of the Company's
strategies which would enable the Group to further develop its
businesses effectively. In order to comply with the requirements of the
CG Code, the Company has gradually adopted appropriate measures to
separate the roles of the Chairman and Chief Executive Officer. Since 1
January 2013, food and beverage business units have been established
with executive officer appointed to monitor and be responsible for the
strategic planning and operations of these two business units. In this
respect, on 1 January 2015, the Group has appointed Mr. James Chun-
Hsien Wei as the Chief Executive Officer of the Group. Mr. James Wei
was the former Chief Executive Officer of the Food Business Division
of the Group. With the appointment of Mr. James Wei as the Chief
Executive Officer, the Company has fully complied with code provision
A2.1.
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Code provision A.4.1

Code provision A.4.1 provides that non-executive directors should be
appointed for a specific term, subject to re-election. Our Company
deviates from this provision because the independent non-executive
Directors of our Company do not currently have specific terms of
appointment. However, the articles of association of our Company
provide that all the Directors are subject to retirement by rotation at
least once every three years and at each annual general meeting, one-
third of the Directors for the time being or, if the number is not a
multiple of three, then, the number nearest to but not less than one-
third, shall retire from office by rotation and may offer themselves for
re-election. As such, the Board considers that sufficient measures have
been put in place to ensure our Company’s corporate governance
practice in this aspect provides sufficient protection for the interests of
shareholders to a standard commensurate with that of the CG code.

BOARD OF DIRECTORS

Responsibilities

The overall management of the Company's business is vested in the
Board, which assumes the responsibility for the leadership and control
of the Group and is collectively responsible for promoting the business
of the Group by directing and supervising the Group's affairs. All the
Directors should make decisions objectively in the best interests of the
Company.

The functions of the Board are carried out either directly or through
the Board committees. To ensure the Board is in a position to exercise
its powers in an informed manner, management provides monthly
management accounts and updates to the Directors who also have full
and timely access to all relevant information and may take independent
professional advice if necessary.
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Board composition

The composition of the Board reflects the necessary balance of skills
and experience desirable for effective leadership of the Company and
independence in decision making.

The Board currently comprises 8 Directors in total, with 5 Executive
Directors and 3 Independent Non-executive Directors whose
biographical details are set out in “Directors’ profile” section on pages
58 to 60 of this report.

CORPORATE GOVERNANCE FUNCTIONS

The Board is also responsible for performing the corporate governance
duties with its written terms of reference as set out below:

(@)  to develop and review the Company’s policies and practices on
corporate governance and to make recommendations thereof;

(b)  to review and monitor the training and continuous professional
development of Directors and senior management;

(©)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and Directors;
and

(e) to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

During the year under review, the Board has reviewed the Company’s
corporate governance practices and the compliance with the CG Code
and disclosure in the Corporate Governance Report.

We will periodically review and improve our corporate governance
practices with reference to the latest corporate governance
developments.
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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 31
December 2014, six Board meetings were held. The attendance of
individual director to the Board meetings in year 2014 is summarised
below:

HE BTEERSERY
Number of Board

Directors Meetings Attended/Held

Executive Directors

Mr. Wei Ing-Chou 5/6
Mr. Junichiro Ida 6/6
Mr. Ryo Yoshizawa (passed away on

8 March 2015) 6/6
Mr. Wu Chung-Yi 5/6
Mr. Wei Ying-Chiao (Resigned on

4 February 2015) 5/6
Mr. Teruo Nagano 6/6

Independent Non-executive Directors

Mr. Hsu Shin-Chun 6/6
Mr. Lee Tiong-Hock 6/6
Mr. Hiromu Fukada 6/6

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 appropriate implementation of measures 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
and Accounting Department which is under the supervision of the
Chief Financial Officer 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 Company’s auditor’s reporting responsibilities on the financial
statements has been set out in the Independent Auditor’s Report on
pages 79 to 80.

INDUCTION AND CONTINUING DEVELOPMENT OF
DIRECTORS

Directors keep abreast of responsibilities as a director of the
Company and of the conduct, business activities and development
of the Company.

Each newly appointed director receives induction on the first
occasion of his appointment, so as to ensure that he has
appropriate understanding of the business and operations of
the Company and that he is fully aware of his responsibilities
and obligations under the Listing Rules and relevant regulatory
requirements. Such induction is normally supplemented with visits
to the Group’s key business sites and/or meetings with the senior

management of the Company.

Under code provision A.6.5, directors should participate in
appropriate continuous professional development to develop and
refresh their knowledge and skills to ensure that their contribution
to the Board remains informed and relevant. Internally-facilitated
briefings for directors will be arranged and reading material on
relevant topics will be issued to directors where appropriate. All
directors are encouraged to attend relevant training courses at the
Company’s expenses.
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During the year ended 31 December 2014, the Company organized
briefings conducted by the Company Secretary for all its directors,
on corporate governance and update on the Listing Rules
amendments and provided reading materials on regulatory update
to all the directors for their reference and studying.

DIRECTORS’ AND OFFICERS' INSURANCE

The Company has arranged appropriate insurance cover in respect of
potential legal actions against its Directors and officers.

AUDIT COMMITTEE

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. Hiromu Fukada. 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, the preperation of
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 31 December 2014. Details of the attendance
of the audit committee meetings are as follows:

HEBITERRE
Members Number of meetings Attended/Hold
Mr. Lee Tiong-Hock 4/4
Mr. Hsu Shin-Chun 4/4
Mr. Hiromu Fukada 4/4

The latest meeting of the Committee was held to review the results of
the Group for the year ended 31 December 2014.
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REMUNERATION AND NOMINATION COMMITTEE

The Remuneration and Nomination Committee was established on
11 August 2005. This Committee now comprises three Independent
Non-executive Directors, Mr. Hsu Shin-Chun, Mr. Lee Tiong-Hock and
Mr. Hiromu Fukada. Mr. Hsu Shin-Chun acts as the Chairman of the
Committee. One meeting was held during the financial year ended 31
December 2014.

HE S BITERRE

Number of meetings

Members Attended/Hold
Mr. Lee Tiong-Hock 171
Mr. Hsu Shin-Chun 1/1
Mr. Hiromu Fukada 11

The Committee was set up review the structure, size and diversity of the
Board, identify individuals suitably qualified to become Board members,
assess the independence of the independent non-executive directors
and 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. 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 31
December 2014 are set out in note 10 to the financial statements.
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BOARD DIVERSITY POLICY

The Company recognises and embraces the benefits of having a diverse
Board to enhance the quality of its performance. Selection of candidates
will be based on a range of diversity perspectives, including but not
limited to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. The
ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board.

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
limit 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.
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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 31 December 2014, 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 31 December 2014. The Board
and the Audit Committee therefore considered that the internal control
systems of the Group are effective.

INDEPENDENT AUDITOR

Mazars CPA Limited has been re-appointed as the Indpendent Auditor
of the Company by shareholders at the Annual General Meeting held
on 14 May 2014. For the year ended 31 December 2014, total fees
paid/payable in connection with the provision of audit and non-audit
services to Mazars CPA Limited amounted to US$1,460,000 and USS$NIil
respectively.

COMPANY SECRETARY

Mr. Ip Pui Sum of Sum, Arthur & Co., Certified Public Accountants,
an external service provider, has been engaged by the Company as its
company secretary. Mr. Ip’s primary contact person at the Company is
Mr. Liu Kuo Wei, the Chief Financial Officer of the Company.

During the year ended 31 December 2014, Mr. Ip has taken no less
than 23 hours of relevant professional trainings to update his skills and
knowledge.

SHAREHOLDERS' RIGHTS

The Company has only one class of shares. All shares have the same
voting rights and are entitled to the dividend declared. Details of
shareholders’ rights have been set out in the Company's article of
association.
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CONVENING EXTRAORDINARY GENERAL MEETING OF THE
COMPANY

Shareholders holding at the date of deposit of the requisition not less
than 25% of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall all time have the
right, by written requisition to the Board to require an extraordinary
general meeting to be called by the Board for the transaction of any
business specified in such requisition pursuant to Article 57 of the
Company's articles of association. Such requisition must be signed
by the requisitionists and deposited at the office of the Company. If
within 21 days of such deposit the Board fails to proceed to convene
such meeting, the shareholder(s) making the requisition may do so in
accordance with the provision of Article 57 of the Company’s articles of
association.

The written requisition requiring an extraordinary general meeting called
can be sent to the principal place of business of the Company as set
out in the “Corporate Information” section of this annual report for the
attention of the Company Secretary.

SHAREHOLDERS' COMMUNICATION POLICY

The Board is committed to providing clear and full information
of the Group to shareholders through the publication of notices,
announcements, circulars, interim and annual reports. Moreover,
additional information is also available to shareholders through the
Investor Relations section on the Company’s website. The Board also
welcomes the views of shareholders on matters affecting the Group and
encourages them to attend shareholder’s meetings to communicate any
concerns they might have with the Board or management directly.

Shareholders could also send email directly through the Investors section
in the Company'’s website www.masterkong.com.cn for any enquiries.

CHANGES IN THE COMPANY’S CONSTITUTIONAL
DOCUMENTS

There was no significant change in the Company’s constitutional
documents for the year ended 31 December 2014.
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INVESTOR RELATIONS

The Group disseminates the latest information to investors and the
public in strict compliance with the Securities and Futures Ordinance and
the Listing Rules in an open, fair and transparent manner. To facilitate
communication between senior management and the public, the Group
regularly hosts shareholder meetings, investor and analyst briefings and
company visits. In addition, the Group organises road show and attends
investor conferences to meet with global Investors and shareholders
in an effort to gather suggestions and comments. In 2014, the Group
conducted more than 370 meetings with approximately 1,680 analysts
and fund managers. Investors can also obtain useful information and
updates on the Group's business development from our websites. The
Group is committed to enhance corporate transparency and the quality
of disclosures.

The Group is a constituent stock of British's FTSE All-World Asia Pacific
Ex-Japan Index, Morgan Stanley Capital International (MSCI) Hong Kong
Index and Hong Kong's benchmark Hang Seng Index, which are widely
used International equity benchmarks by institutional investors. In July,
Institutional Investor magazine released the results of the 2014 All-Asia
Executive Team rankings. Mr. Wei Ing-Chou and Ms. Debbie Ho were
awarded one of the top three of the Best CEO and the Best IRO in the
consumer sector respectively. Being recognized by the international
investors, in addition to providing confirmation to the investor relations
work of the Company, it also provides a lot of encouragement to
the investor relations team of the Company. The Group is currently
covered by 30 investment banks and securities firms, which shows our
investment and development potential.

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

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.
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