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About Corporate
Governance

Corporate governance deals with the
rights and responsibilities of a company’s
management, its board, shareholders and
various stakeholders. How well companies
are run affects market confidence and
company performance. Good corporate
governance is an essential ingredient
for raising capital and the health and
prosperity of the company.

The corporate scandals, notably that
of Enron and WorldCom have made
shareholders,  regulators, and the
general public even more concerned
about business ethics and conducts of
directors.

Regulatory bodies around the world have
introduced more stringent rules governing
listed companies, e.g. Sarbanes-Oxley
Act of 2002 in the USA. In Hong Kong,
listed companies are governed by a three-
tier regulatory system:

(1)  The government establishes overall
policies and initiates legislations to
accomplish the objective of proper
corporate governance practice;

(2) The  Securites and  Futures
Commission (SFC) oversees the
securities and futures market in an
attempt to ensuring compliance of
listed companies with the corporate
governance codes and the listing
rules; and

(8) Hong Kong Exchanges and Clearing
Limited (HKEx) promulgates and
enforces the code and the listing
rules.

To maintain Hong Kong’s position as a
centre for international finance, HKEXx
has introduced a revised Code on
Corporate Governance Practices. The
Code sets out the principles of good
corporate governance and two levels of
recommendations, namely code provisions
and recommended best practices. It
requires all listed companies to state in
the corporate governance report that they
have complied with the code provisions,
and to fully explain the reasons for each
deviation from those provisions. In
addition, compliance with recommended
best practices is encouraged but
disclosure of non-compliance is not
compulsory. The revised Code lays out
the principles, code provisions, and
recommended best practices in the areas
of directors, remuneration of directors
and senior management, accountability
and audit, delegation by the board and
communication with shareholders.

The SFC and HKEx are considering
enshrining in statute certain provisions
regarding regular financial reporting
obligation,  disclosure  obligation in
corporate transactions and price sensitive
information.

We can assist clients in

- Establishing a cost effective system
for compliance with the Code;

- Installingorreviewing the effectiveness
of internal control system;

- Proper and timely disclosure of
notifiable and relevant information.

Should you need further information on
corporate governance or our assistance
in this respect, please contact our Mr.
Raymond Tsui at (852) 2894 6835.

GCAA 4th Annual
Meeting

The 4th Annual Meeting of the Greater
China Accountants Alliance (“GCAA”) was
held at the Harbour Plaza Hotel in Kunming
from 17 to 23 August 2005. Twenty
representatives from GCAA member firms
attended the meeting.

The main theme of the meeting was:

“Understand yourself and your competitors
and exploit new business opportunities”.
Their topics under discussion included
management buy-outs, accounting due
diligence work, raising finance in the
Hong Kong capital market, IPOs, CPA
firm practice management and overseas
services development.

Ms Lisa Wai, Head of China Practice from
Hastings & Co, Solicitors and Mr Eric Chan,
Director and Head of Corporate Finance
Division of KCG Securities Asia Limited,
were our guest speakers. They shared
their experience with participants on the
listing of PRC company overseas. We also
invited officials from local companies and
banks in Yunan Province to our meeting
for networking and experience sharing.

b - 4 %
Our Director, Mr Charles Chan in the opening
ceremony of GCAA 4th Annual Meeting

Appointment of New Directors

Mr. Eddy Yan

MPA, B. Comm (Hons),
FCCA, ACA, MHKSI, CFE,
FCPA

Director

We are pleased to announce the appointment
of Mr. Eddy Yan as our Director. Eddy joined
us on 11 May 2005.

Eddy has been in the accounting profession
for over 19 years, including 13 years with
international firms as a senior audit group
manager, and 6 years heading the Financial
Investigation Section of a semi-Goverment
body.

Eddy has extensive experience in servicing
audit clients, both listed and unlisted, local
and multinational. He had also led a number
of engagements in Hong Kong and overseas
IPOs and financial due diligence.

Eddy is well experienced in forensic
accounting. During the time he worked in
the public sector, he had contributed to the
successful resolution of many high profile
commercial fraud cases, a few involving listed
companies. Eddy has been acknowledged
as one of the few experts in commercial fraud
with solid working experience in accounting,
auditing and assurance, IPO, financial
investigation, corporate governance and
litigation supports.

Mr. Stephen H C So
B Comm., CA, CMA,
FCPA (Practising), FAIA,
ACMA

Director

We are glad to announce the appointment of
Mr So Hon Cheung, Stephen, as our director
with effect from 15 March 2005.

Stephen possesses extensive experience
in mergers and acquisition, auditing
and taxation. He has a mix of local and
international clients from small and medium
sized enterprises to listed corporations.

Stephen has extensive knowledge in the
manufacturing, wholesale and retail sectors
in Hong Kong and Canada. Stephen is also
acting as an independent non-executive
director for 3 listed companies in Hong
Kong.

Stephen is a visiting professor of a number of
universities and colleges in Beijing, Liaoning,
Sichuan, Xinjiang, Qinghai and Guangdong in
the Mainland.

Stephen’s community services include:
Chairman of the audit committee of Suicide
Prevention Services of Hong Kong, past
President of the Bayview Lions Club (District
of Hong Kong and Macau 303), and past
Superintendent of the Hong Kong Road
Safety Association.
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New Honorary
Assignment

— Green Field
Foundation Limited

We are pleased to take up the assignment
as honorary auditor of ‘Green Field
Foundation Limited’, Hong Kong.

Green Field Foundation Limited is
a charitable organization promoting
environmental “Green” education and
environmental friendly “Green” farming
practice in Hong Kong and rural China.
They envisage that by promoting green
education and green farming practice,
they can help local people improve their
livelihood and stay out of poverty. If you
are interested in knowing more about the
work of Green Field Foundation, please
visit their website: www.gff.com.hk.

Successful Listing
on “AlM” - Asian
Citrus Holdings Ltd.

K i

The listing team of Asian Citrus at the London
Stock Exchange

CLB Littlejohn Frazer (“CLB”), a CPA
member firm of Polaris International and
a UK business partner of CCIF has again
successfully assisted a private enterprise
in PRC, Asian Citrus Holdings Limited
(Stock Code: ACHL) to list its shares on
the London Stock Exchange’s Alternative
Investment Market (“AIM”) on 3 August
2005. CCIF is the auditors of ACHL. This
is the second time that CCIF worked with
CLB in AIM listing for its clients.

ACHL owns and operates 2 large orange
plantations in PRC, in the Hepu county of
the Guangxi Zhuang Autonomous Region
and in the Xinfeng county of the Jiangxi
province. According to the Guangxi Citrus
Research Institute, ACHL is currently the
single largest orange plantation owner and
operator in PRC.

AlM s the London Stock Exchange’s global
market for smaller and growing companies.
Like the GEM market in Hong Kong, AIM

provides access to capital for companies
world-wide with exciting growth prospects.
Many well-known UK fund managers
are interested in the fast-growing private
enterprises in PRC. We foresee that the
AIM market will be a growing attraction to
PRC entrepreneurs seeking listings on a
recognized international stock exchange.

We, together with CLB, are pleased to
help you and your client with the AIM
listing. If you want to find out more about
AIM, please contact us.

Success of
Fu Ji Food

Fu Ji Food and Catering Services Holdings
Limited (The Group) is a leading food and
catering services provider in the PRC.
The Group currently operates catering
services, Chinese restaurants and
convenience food products in Shanghai
and Suzhou under the brand name “Fu Ji
Home Kitchen”. The Group has become
the largest local catering service provider
in Shanghai, serving over 100,000 sets of
meals daily and are well accepted by its
customers and shareholders.

With the Chairman, Mr Wei Dong’s
hardwork, after 6 years the Group was
successfully listed on the main board of
the Hong Kong Stock Exchange on 17
December 2004 raising capital close to
HK$300million. CCIF was the reporting
accountants. In Oct 2005, through JP
Morgan, we have assisted the Group to
issue HK$600million convertible bonds.
Funds raised thereon have increased the

share capital base and working capital of
the Group to further develop its business.

Shaoguan City
Government
appoints CCIF its
Business Adviser

The Shaoguan Municipal People’s
Government  has engaged CCIF to
promote investment opportunities in
its city. On 30 April, a formal agreement
was signed by Mr. Wang Qingxi, Director
of the Administration on Foreign Trade
and Economic Cooperation representing
Shaoguan City and Mr Charles Chan, our
Managing Director representing CCIF.

CEPA has strengthened the cooperation
between the Pearl River Delta Area and
Hong Kong. It is hoped that through CCIF
as its adviser, more foreign investments
would be attracted to Shaoguan. At
present, the City’s investment environment
is favourable for foreign investors. Our
director, Mr. Eugene Fung, is of the view
that using CCIF as a bridge to solicit
foreign investments would be more cost
effective. He believed that there would be
more provinces or cities in China making
similar arrangements in Hong Kong to
promote and attract foreign investments.

[t has been reported that the Department of
Foreign Trade and Economic Cooperation
of Guangdong Province may also consider
appointing more investment consultants
and reward them for the successful
introduction of investment projects.

How To Establish A Distinctive

Corporate Identity?

To most people, a corporate identity begins and ends with a logo, a simple job made easy.
by existing clip art software offering thousands of ready made pictograms. However, in
reality a logo is only one item of the complex elements that form a company’s corporate
identity. A corporate identity is a collection of perceptions from the internal and external
stakeholders of a company. To be able to design a distinctive corporate identity, or its basic
visual form — the logo, a designer requires a broad business sense and industry experience
to understand and influence the perception of the stakeholders, to differentiate the company
from its competitors, to inform the public about the philosophy, value and positioning of the

company.

In a corporate identity design programme, the designer has to consider the future application
of the logo even when extended application is not required immediately. A complete
corporate identity programme may include the design of the logo, brochure, stationery,
website, marketing collaterals, interior space, signage, vehicles, uniforms; the way letters
are written; the naming of the products; the packaging of finished products; etc. A distinctive
logo can enhance the image that a company wants to project to its target audience and help
to generate a favourable impression for a company and its products and services.

Enquiry: +852 2894 6688




Business Succession

A research paper in the U.S. a few years ago reported that over 70% of private business
enterprises vanished following the death of their owners. The main reason was that there
was no business succession plan in place.

Business succession is a long process. It should be planned well ahead, it is not a death-
bed arrangement.

Another report published in the U.S. ranked business succession in third place behind
operational issues and finance. For most business owners, the business represents their
life-long effort, and probably their most important asset.

A business succession plan is designed to ensure that the business is handed over to the
next or future generations smoothly. There are lots of issues to be considered, having regard
to the special circumstances of each family. Some of the issues are discussed below.

Steps must be taken to ensure the continuity of the business before identifying a CEO who
will take over the running of the business in due course. It is quite normal in Hong Kong
to leave the shares to family members. This may itself cause problems because those
members who are not interested in the business may dispose of their shares or interest
in the business. This may affect the continuity of the business. The other family members
who are interested in running the business may not have sufficient funds to carry on or
they cannot agree on the selling price. The shares may have to be sold to outsiders or the
company liquidated to turn into cash.

Where some of the shares are sold to outsiders, lots of conflict could arise, such as, different
views in the way the business is run, who should be in charge, whether other family members
are over paid, and endless arguments.

To overcome the problem, the owner could consider arranging the heirs to enter into a
shareholders agreement setting out the conduct of the business and mechanisms for
resolving disputes.

This arrangement has a limitation that when the family extends bigger and bigger, and
children have their own children, it is practically difficult to make effective arrangement.

Alternatively, a trust could be set up by the owner. The shares would then be gifted to the
trust with family members and their issues as the beneficiaries. Under a trust structure, the
trustee is the legal owner of the shares. Since the family members are not shareholders,
the issue of sale of shares would not arise. Interested family members could be appointed
directors of the companies so that they would manage the business accordingly. In addition,
the issues of dividend policy, income distribution by the trust to the beneficiaries, the eventual
winding up of the trust as well as the tax position of the beneficiaries (residents in different
tax jurisdiction) should be addressed.

From a longer term point of view, the trust arrangement is much more effective than the
shareholders agreement arrangement.

Further issues in business succession will be discussed in the coming newsletter.

Polaris International 2005 Annual Meeting
was held in Toronto during 21 — 24 May
2005. Our directors, Mr Charles Chan
and Ms Delores Teh, and Ms Jiang Ling
from Greater China Accountants Alliance
attended the event. The main agenda of
this year was “Building a network of the
future”. The discussions were about “How
to use and position the Polaris brand as
a global player in the professional world”
and “The challenges facing networks
competing in the international arena”.
Charles was invited to give a presentation
on Shanghai where the 2006 annual
meeting will be held.

Polaris
International

Annual Meeting
2005 Toronto

The highlight of the meeting was a
Chinese Dragon Boat racing in one of the

Gregory Stevens, International President of afternoons. Everyone was assigned to a
Polaris International after the Dragon Boat

racing
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specific team. After an hour’s training, the
race started. Charles and Jiang Ling’s team
won the race. It was a great afternoon and
the Dragon Boat race was very helpful in
building team spirit. Charles and Delores
networked with fellow members and got
acquainted with members from the States
who did not attend last year’s Utrecht
meeting. The meeting was an enjoyable
and successful event.

Opening of “CCIF
Pei Cai School”

“CCIF Pei Cai School” was donated
to China Literacy Foundation by CCIF
CPA Limited. It was officially opened on
7 September, 2005. The inauguration
ceremony was attended by Mr Liu Deshen
of Chongging Catholic Patriot Association,
officials from Dazu Xian and Zhifeng
Zhen, Ms Florence Chan representing
CCIF and Ms Tina Law of China Literacy
Foundation.

Due to unprecedented and severe rainy
weather in Chongging this summer, the
school construction program had been
delayed.  However, local government
officials insisted on opening the school
despite the finishing work not having been
completed. This would avoid the children
having to attend another school which
is a 2 hour walk away. Further finishing
work will have to be carried out during the
new term with as little disturbance to the
teachers and children as possible. CCIF
will also donate new desks and chairs that
meet the latest government standards. We
are endeavouring to provide a comfortable
learning environment for these rural
children.

Being a socially responsible corporate
citizen, CCIF set ourselves a priority in
the education of our younger generation.
Building the “CCIF Pei Cai School” in Dazu
Xian China is the first step in achieving our
objectives. We will continue to support
the education of rural children in China,
realising our commitment of “building a
better tomorrow for the new generation”.

! el 1
CCIF Pei Cai School, Dazu Xian
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Activities JEEITER  TETT Iy - Fv

tation

ACCA Hong Kong Graduahon Ceremony 2005

Top Achievers' &wa ‘s Presentanon

29.10.2005
Our staff, Ms Judy Cho (left) was awarded
the HK Top Paper Winner of ACCA
Examination for Advanced Taxation
AATBEEET/E (7 ) 5B REEF
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Photo taken at the presentation ceremony
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‘A The 37th Inauguration Ceremony of Boa
Hong Kong Watch Manufacturers Ass

8.4.2005

SCAA - Career Talk at the Hong Kong
Polytechnic University
BEEANGITHIA ST KEET
ZEFEA A E

8.9.2005
& Hong Kong Watch Manufacturers Foundation
g Ltd. presenting souvenir to CCIF as auditor
é%%is BIEERRATIEX B BRI &S
AR

9.9.2005
Our director, Mr. Eugene Fung, presenting to
Tianjin delegates at HKU Space
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30.9.2005

Dress Casual Day 2005
2005F FR#(ERH

25 7.2005

HKEXx’s Forum on the Development of Pan PRD Capital Markets in Chengdu
BEER GG TR = AR EFAEARTSEERE | SFkE
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Our Contact List
Professional Services 2R

Contact Person Ef#& A

Direct Line E&E

E-mail EE}

Audit & Business Advisory 25zt K i 2£ BRI

Nickson Kwok ZR &8

+852 2894 6628

nickson@ccifcpa.com.hk

Audit & Technical Support Bt K i i 12

Raymond Tsui %%

+852 2894 6635

raymondtsui@ccifcpa.com.hk

Business & Accounting Services T2 &k @5 RIS

Penny Chan fREZ

+852 2894 6896

pennychan@ccifcpa.com.hk

Company Secretarial Services /A RITHWE IR

Frances Wong ==E

+852 2894 6813

frances@ccifcpa.com.hk

Corporate Identity Consulting 12 /A2 & EERT

Florence Chan [RBEE

+852 2894 6688

fchan@ccifcpa.com.hk

Corporate Restructuring 1342

Andy Choi 237 %

+852 2894 6823

andychoi@ccifcpa.com.hk

HK IPO &% EheEat

Betty Tse HIETER

+852 2894 6878

bettytse@ccifcpa.com.hk

Hong Kong Taxation & i #5

Albert Cheung IR &

+852 2894 6830

albert@ccifcpa.com.hk

Hong Kong & PRC Audit && & BENEST

Eugene Fung JE557E

+852 2894 6801

pcfung@ccifcpa.com.hk

Human Resources & Recruitment A& R KIRES

Wendy Li Z5/\3%

+852 2894 6868

personnel@ccifcpa.com.hk

Information Technology Services &R RS

Pammy Fung /&34

+852 2894 6820

pammy@ccifcpa.com.hk

Insolvency &4

Andy Choi 237 %

+852 2894 6823

andychoi@ccifcpa.com.hk

International & Greater China Practice BIFE M K HEEZERS

Delores Teh Ep&2E

+852 2894 6833

delores@ccifcpa.com.hk

International Taxation Planning BIEF: 755K &I

W. Ping Leung 21

+852 2894 6839

ping@ccifcpa.com.hk

International Trade Mark Registration IR FEIHZ 5+

Alex Chan [fE 2=

+852 2894 6843

alexchan@acumen-hk.com

Japanese Business Services H & b2EFE2E

Thomas Yip EiRE

+852 2894 6870

thomas@ccifcpa.com.hk

Listed Company Secretarial Services /AT MERKE

Alex Chan FfizE

+852 2894 6843

alexchan@acumen-hk.com

Public Relation A+£EF{&

Lilian Suen 425

+852 2894 6603

liliansuen@ccifcpa.com.hk

Wealth Protection & Estate Planning 81 =1{Rk& KB 2]

C Yuen =&

+852 2894 6812

cyuen@ccifcpa.com.hk




