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CHAIRMAN'’S STATEMENT

| hereby present to the shareholders the annual report of Shenyin Wanguo (H.K.) Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended 31 December 2008.

RESULTS

For the year ended 31 December 2008, the Group recorded a net profit attributable to shareholders
of approximately HK$14.4 million, representing a decrease of 93.6% over 2007. The turnover
decreased by 65.4% to approximately HK$222.9 million (2007: HK$644.6 million). The basic
earnings per share decreased by 93.6% to HK2.71 cents as compared to HK42.45 cents for last
year.

DIVIDEND

The board of directors (the “Board”) of the Company has resolved to recommended the payment
of a final dividend of HK1 cent per ordinary share in respect of 2008, to shareholders whose
names appear on the register of members of the Company on 15 May 2009. The proposed final
dividend will be paid on or about 22 May 2009 subject to the approval of the shareholders at the
forthcoming annual general meeting of the Company.

REVIEW OF MARKET IN 2008

In 2008, the securities market in Hong Kong experienced severe volatility given the emergence
of the global financial crisis stemming from the problems associated with the U.S. sub-prime
phenomenon. Hang Seng Index started to slide from the historic high of 31958 points at the
beginning of November 2007, it continued to drop since then, and dropped significantly to 10676
points on 27 October 2008, representing a decrease of 66.6% as compared with the historic high.
At the same time, China Enterprises Index reached the historic high of 20609 points, and dropped
with the market trend. It dropped to 4792 points on 27 October 2008, representing a decrease of
76.7% as compared with the historic high recorded in November 2007. The global financial storm
led to a downturn of turnover in the secondary securities market in Hong Kong and a significant
decrease in the number of new shares listed and funds raised in the primary market.

In 2008, the PRC economy still recorded relatively rapid growth with an increase of 9% of GDP
as compared with the previous year. Since the fourth quarter of last year, with the exacerbation
of the global financial storm, the economic growth of China has slowed down significantly. The
growth rate of GDP decreased to 6.8% in the fourth quarter, and for the first time since 2001 there
was negative growth for foreign exports in December. The PRC securities market also dropped
significantly under the impact of the international economy and financial condition. Shanghai
Composite Index dropped to 1664 points in November of last year, representing a decrease of more
than 72.8% as compared with the peak of 6124 points during this round.

In 2008, as the Board of the Group was aware of the risks of probable fallout from the US sub-
prime phenomenon, at an early stage, it reminded the management team to implement various
plans at the beginning of the year. Therefore, the Group maintained prudent business practices in
order to ensure the safety of the consumer’s assets, as well as financial soundness, assets integrity
and stable management amid the financial storm. In 2008, the Group continued to build on its
business philosophy of having the PRC as the hinterland and Hong Kong as the foothold when
stepping towards the world to expand various businesses in the stringent business environment.
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CHAIRMAN'S STATEMENT (Contd)

REVIEW OF MARKET IN 2008 (Cont’d)

The Group continued to develop local retail brokerage business while progressively expanding the
overseas institutional customer market. Meanwhile, the Group took the advantage of its abundant
financial resources to enlarge its asset management scale and extended the asset management
business to the surrounding overseas markets, the result of which is quite good. In the past year,
the Group further strengthened the cooperation with its parent company in various business fields
to develop customers of the PRC market, and the business progress was satisfactory. The Group
also made progress under its continued dedication in recommending the PRC enterprises to
become listed in Hong Kong and providing listed state-owned enterprises with various consultancy
services. There was an impairment of an available-for-sale investment of the Group as a result of a
significant decline in its fair value amid with the financial crisis, contributed to the decrease of this
year’s profit. It is believed that this unfavourable factor will be mitigated along with the favourable
change in circumstances.

During the previous year, the Group continued to reinforce its corporate governance structure and
has strictly enforced the regulations laid down in the Company’s Articles of Association and the
Group’s authorization and credit policy to reinforce internal control and legal compliance, in order
to ensure the efficient operation of the Group under the prerequisite of “legal, compliance and
discipline”, which safeguard asset security and the sustained business development of the Group.

FUTURE PLAN & PROSPECTS

In view of the international economy and financial conditions, we expect the international
financial market turmoil will continue in 2009. There will be a further slow down of the global
economic growth and various uncertainties in respect of the international economy and financial
environment will remain. Hong Kong Monetary Authority recently announced to the media that,
investors should remain cautious as it believed the second round of the financial crisis was
coming. In view of the current economic condition of the PRC, the government announced at
the end of last year to use RMB 4000 billion to boost internal demand, and hence the economic
growth by adopting ten measures. It also announced that there would be industry-boosting plans
for automobiles, ships, electronics and equipment and so on. The various measures carried out
by the government will help to maintain the stability of the economic growth of the PRC and
provide a drive for the China’s stock markets. As the effect of the financial crisis spreads from
developed countries in Europe and U.S. to the whole world, there will be a slow down of export
growth, decrease in the profit of enterprises, harsh business environment for SMEs and increased
unemployment. These adverse factors pose great challenges for the economic growth of the PRC
in 2009. People generally consider that, the atmosphere of the securities market in Hong Kong in
2009 should be better than 2008, however, the market is still weak and needs adjustment.

In the coming year, the Group will pay close attention to the evolvement of the global financial
crisis and the trend of macro-economics for China and adopt active and prudent business strategies
when expanding the asset management business, developing direct investment business, enlarging
our institutional customer base through different channels. We will also enlarge our brokerage
teams, expand local retail businesses, strengthen the cooperation with our headquarters, develop
the business of the China markets and advance our business in IPO, financing and financial
consultancy services provided to the PRC enterprises. The Group will continue to employ the
management philosophy of ‘legal, compliance and discipline’. When we strive for developing
various businesses, we shall strengthen our risk management, improve corporate governance and
promote a corporate culture of progressive and active development. By capitalizing on our unique
advantage, the Group will be able to sustain a healthy and steady growth in business. While
expanding the businesses and improving the operating income, the Group will pay attention to
strengthening risk control in order to ensure asset integrity for the best interests of the shareholders.
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CHAIRMAN'S STATEMENT (Contd)

FUTURE PLAN & PROSPECTS (Cont’d)

Finally, I would like to take this opportunity to thank the Board and the Group’s staff for their
dedication, loyalty and contribution, as well as the Group’s shareholders and customers for their
trust and support over the past year.

Feng Guorong
Chairman

Hong Kong
13 March 2009
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MANAGEMENT DISCUSSION & ANALYSIS OF PERFORMANCE

REVIEW OF OPERATIONS
Securities Broking

The Group focused its securities broking business on the stocks and futures market in Hong Kong
as well as the B-share market in Chinese Mainland. In 2008, the indexes of both the securities
markets of Chinese Mainland and Hong Kong were very volatile, turnover dampened. The Hang
Seng Index continued to drop at the beginning of the year as the market suffered downturn
extensively and fell to 10676 in October 2008, a decrease of 66.6% as compared with historical
high in November of the previous year. The average daily turnover of the Hong Kong Stock
Exchange also decreased from HK$87.8 billion to HK$72.4 billion, a decrease of 17.5%. Being
affected by the unfavourable circumstances, both the commission derived from the securities
brokerage and the market share decreased. The revenue derived from institutional clients dropped
to a large extent, while the transactions from the local retail investors decreased as a result of
equity depreciation brought by the financial crisis. Due to the above reasons, the futures and
options brokerage commission also declined. The brokerage business for the year recorded an
income of HK$189.0 million, decreased by 55.7% as compared to HK$426.7 million last year.

Despite of the unfavourable influences of the circumstances, the Group still achieves a steady
progress in promoting sales from overseas institutional clients and enlarging the local retail teams,
which lay down the foundation for future business development.

Securities Financing

The continuous falling trend of the securities market dampened the demand for margin financing
from clients in both primary and secondary market. Moreover, our credit policy has been tightened
in response to the turmoil arising from the financial crisis. As a result, turnover of and profit from
financing activities decreased significantly as compared with those of 2007. Thanks to our prudent
credit policy, no provision for bad debt was required during the year.

The Group recorded an interest income of HK$70.1 million in 2008, representing a decrease of
40.1%, as compared to HK$117.0 million of 2007.

The Group will continue to exercise caution in the granting of securities financing to clients,
closely monitor its credit policy and perform regular reviews and assessment on the gearing level,
investment portfolio and credit record of individual borrowers.

Corporate Finance

Shenyin Wanguo Capital (H.K.) Limited (“Shenyin Wanguo Capital”), a wholly-owned subsidiary
of the Company, is mainly engaged in financial consultancy and securities underwriting. During
the year of 2008, Shenyin Wanguo Capital provided financial advisory services to a number
of listed companies, which included, among others, Shanghai Tonva Petrochemical Co., Ltd.,
Xiamen International Port Co., Ltd., China Eastern Airlines Corporation Limited and Hong Kong
Resources Holdings Limited (formerly Ocean Grand Chemicals Holdings Limited). In addition,
Shenyin Wanguo Capital acted as the compliance advisor for Fosun International Limited and
Xtep International Holdings Limited and participated in the IPO of China Railway Construction
Corporation Limited.
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MANAGEMENT DISCUSSION & ANALYSIS OF PERFORMANCE
(Contd)

Securities Research

Our securities trading and broking businesses are supported by a securities research team. With
the support of our parent company, which is one of the leading securities companies in China,
our securities research team is a specialist in the securities market in China and produces regular
reports on the securities market in China covering the macroeconomics, market strategy as well
as comments on individual China-related enterprises listed on the Hong Kong, Shanghai and
Shenzhen stock exchanges. Our research team also produces detailed company analyses, which
are circulated to our clients. In 2008, a total of 22 investment analysts from our parent company
joined our exchange programs. They familiarised themselves with the local economy and stock
market during their visits in Hong Kong. We believe that the exchange programs are beneficial to
the collaboration between our parent company and us on the research and investment banking
fronts.

Asset Management

Equity markets fell significantly during 2008. China A shares and Hong Kong have been the
hardest hit among all major equity markets. Under such adverse market environment, the Group
operated its asset management business with a prudent and positive attitude. The Group considered
it appropriate and took the opportunity to form a new team to manage our funds. The strategy
adopted by the new team was apt for the stock market conditions. After the change of team, our
funds outperformed the market.

CAPITAL STRUCTURE

During the year, there was no change to the share capital of the Company. As at 31 December
2008, the total number of the issued ordinary shares was 530,759,126 shares and total equity
attributable to shareholders was HK$947 million.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING RATIO

As at 31 December 2008, the Group had a cash holding of HK$500 million and short-term
marketable securities of HK$66 million. As at 31 December 2008, the Group’s total unutilised
banking facilities amounted to HK$522 million, of which HK$187 million could be drawn down
without the need of notice nor completion of condition precedent.

As at 31 December 2008, the Group had no outstanding bank borrowings and the liquidity ratio
(current assets to current liabilities) was 1.44.

The Group has sufficient financial resources for its day to day operations as well as spare capacity
to take advantage of any investment opportunities when they arise.
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MANAGEMENT DISCUSSION & ANALYSIS OF PERFORMANCE
(Contd)

SIGNIFICANT INVESTMENT HELD, MATERIAL ACQUISITION AND DISPOSAL

During the year, the Group continued to hold 26.19% interest in The New China Hong Kong
Highway Limited (“NCHK”), which in turn held a 60% interest in Sichuan Chengmian Expressway
Co., Ltd.

During the year, there was a change in the controlling shareholder of the immediate holding
company of NCHK resulting in the appointment of new directors of NCHK. As a result of
these changes, the new directors of NCHK operate without regard to the views of the Group.
Accordingly, the Group had lost its significant influence over NCHK since then and has reclassified
the Group’s interests in associates at the then carrying value of HK$128 million as an available-for-
sale investment since the date of loss of significant influence.

Early in the year, the Group held 1,325,736,121 non-voting convertible redeemable preference
shares (“Preference Shares”) in Century City International Holdings Limited (“Century City”). As
a result of the consolidation of the ordinary shares in the share capital of Century City effective
on 23 October 2008 (on the basis that every 10 then existing issued and unissued ordinary shares
of HK$0.01 each were consolidated into one ordinary share of HK$0.1 (“Consolidated Ordinary
Shares”)), the total number of 1,325,736,121 ordinary shares which the Group are entitled to
upon conversion of the 1,325,736,121 Preference Shares held by the Group were adjusted to
132,573,612 Consolidated Ordinary Shares. During the year, 662,868,060 Preference Shares were
converted into 66,286,806 Consolidated Ordinary Shares and were recorded under the investments
at fair value through profit or loss.

As at the balance sheet date, the Group held 662,868,061 Preference Shares which were recorded
at a fair value of HK$23 million. The Preference Shares can be converted into 66,286,806
Consolidated Ordinary Shares at the maturity date of 15 December 2009, whereas Century City
has the right to redeem any or all Preference Shares at HK$0.15 per Preference Share before the
maturity date.

During the year, the Group did not have any material acquisition or disposal.

CHARGES ON THE GROUP’S ASSET

No asset of the Group was subject to any charge as at 31 December 2008.

RISK MANAGEMENT

The Group has properly put in place credit management policies which cover the examination of
the approval of clients’ trading and credit limits, regular reviews of facilities granted, monitoring of
credit exposures and the follow up of credit risks associated with overdue debts. The policies are
reviewed and updated regularly.

The management closely monitors the market condition so that precautionary measures will be
taken to eliminate any risk that the Group may encounter. As at 31 December 2008, all advances
to customers were margin financing and amounted to HK$204 million (2007: HK$736 million),
of which 10% (2007: 10%) was attributable to corporate customers with the rest attributable to
individual customers. There were no direct loans as at 31 December 2008 (2007: Nil).
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MANAGEMENT DISCUSSION & ANALYSIS OF PERFORMANCE
(Contd)

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES AND ANY RELATED HEDGES

The Group’s exposure to fluctuations in exchange rates arises from its dealings in overseas share
markets. Such dealings are entered into on behalf of clients of the Group and accounted for a small
portion of the Group’s revenue. A material portion of such overseas transactions is denominated
in United States dollars. The pegged exchange rate between United States dollars and Hong Kong
dollars kept the Group’s exchange risk exposure to a minimum and thus, no hedging was required.
Exchange gains and/or losses are dealt with in the income statement. The Group has endeavored to
closely monitor its foreign currency positions and take necessary measures when the situations so
justify.

CONTINGENT LIABILITIES

There were no material contingent liabilities as at 31 December 2008.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Except the future plans as disclosed in the paragraph of “Future Plan & Prospects” in the
Chairman’s Statement, the Group had no other future plans for material investments or capital
assets as at 31 December 2008.

EMPLOYEES AND TRAINING
As at 31 December 2008, the total number of full-time employees was 167 (2007: 173). The total

staff costs for the year (excluding directors’ fees) amounted to approximately HK$47.6 million.

The Group is committed to professional training for its employees. In compliance with the relevant
requirement of the Securities and Futures Commission, the Group had organized a Continuous
Professional Training seminar in September 2008 for all licensed staff members.
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CORPORATE GOVERNANCE REPORT

To better the Company’s transparency and accountability to the shareholders, the Company is, so
far as practicable, committed to maintaining high standard of corporate governance. Save for the
deviation from the Code Provision A.4.1 which is explained as below, the Company has met all the
code provisions stipulated in Appendix 14, Code on Corporate Governance Practices (the “Code”)
of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) during the financial year ended 31 December 2008.

Code A.4.1 specifies that non-executive directors should be appointed for a specific term, subject
to re-election. Even though non-executive directors of the Company are not appointed for specific
terms, each director must be subject to retirement by rotation at least once every three years. The
Company is of the opinion that it conforms with the spirit of the Code.

CORPORATE GOVERNANCE PRINCIPLES AND SHENYIN WANGUO'’S PRACTICES:
A.1  The Board of Directors

Principle: An issuer should be headed by an effective board which should assume
responsibility for leadership and control of the issuer and be collectively responsible
for promoting the success of the issuer by directing and supervising the issuer’s affairs.
Directors should take decisions objectively in the interests of the issuer.

Four board meetings were held in the financial year ended 31 December 2008. The
following is the attendance record of the meetings:

Number of Attendance

Name of Directors meetings attended rate
Executive Directors
Feng Guorong (Chairman) 4 100%
Lu Wenqing 4 100%
Lee Man Chun Tony (Chief Executive Officer) 4 100%
Guo Chun 4 100%
Ying Niankang 4 100%
Non-executive Directors
Chang Pen Tsao

(in person or by authorized representative) 4 100%
Huang Gang 4 100%
Independent Non-executive Directors
Ng Wing Hang Patrick 4 100%
Kwok Lam Kwong Larry 3 75%
Zhuo Fumin 3 75%

Drafts of the agenda are sent to directors for comments. They can include matters in the
agenda for board meetings.

Notice of at least 14 days are given of a regular board meeting to give all directors an
opportunity to attend. For all other board meetings, reasonable notice will be given.
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A.2

CORPORATE GOVERNANCE REPORT (Contd)

Directors have access to the advice and services of the Company Secretary to ensure that
board procedures, and all applicable rules and regulations, are followed.

Minutes of the board meetings, and meetings of the Audit Committee and the Remuneration
Committee are kept by the Company Secretary. Minutes of other board committees (as listed
under D.2 Board Committees) are kept by the appointed secretary of each committee. Such
minutes are open for inspection during office hour by any director by giving at least 2 days’
notice to the Company Secretary.

Minutes of the board meetings and meetings of board committees have recorded in sufficient
detail the matters considered by the Board and the committees and decisions reached,
including any concerns raised by directors or dissenting views expressed. Draft and final
versions of minutes of the board meetings are sent to all directors for their comment and
records respectively, in both cases normally within one month after the board meeting is
held.

The Company has established a policy for any director to seek independent professional
advice in appropriate circumstances, at the Company’s expenses. The director is required to
submit a request in writing to the Chairman stating the grounds for seeking the independent
professional advice. The Chairman shall either approve the director’s request directly, or if
thinks fit, convene a board meeting to resolve the matter.

If a substantial shareholder or a director has a conflict of interest in a matter to be
considered by the Board which the Board has determined to be material, the matter shall
not be dealt with by way of circulation or by a committee (except an appropriate board
committee set up for that purpose pursuant to a resolution passed in a board meeting)
but a board meeting shall be held. Independent non-executive directors who, and whose
associates, have no material interest in the transaction shall be present at such board
meeting.

Chairman and Chief Executive Officer

Principle: There are two key aspects of the management of every issuer - the management
of the board and the day-to-day management of the issuer’s business. There should be a
clear division of these responsibilities at the board level to ensure a balance of power and
authority, so that power is not concentrated in any one individual.

To ensure a balance of power and authority, the role of Chairman is separate from that of
Chief Executive Officer. Mr. Feng Guorong presently acts as the Chairman and Mr. Lee Man
Chun Tony acts as the Chief Executive Officer.

Their respective responsibilities are clearly established. The Chairman is responsible for the
management of the Board whilst the Chief Executive Officer is responsible for day-to-day
management of the Group’s business including the implementation of significant strategies
formulated by the Board.

The Chairman shall ensure that all directors are properly briefed on issues arising at board
meetings.

The Chairman is responsible for ensuring that directors receive adequate information, which
must be complete and reliable, in a timely manner.

11
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CORPORATE GOVERNANCE REPORT (Contd)

A.3 Board Composition

Principle: The board should have a balance of skills and experience appropriate for the
requirements of the business of the issuer. The board should ensure that changes to its
composition can be managed without undue disruption. The board should include a
balanced composition of executive and non-executive directors (including independent
non-executive directors) so that there is a strong independent element on the board, which
can effectively exercise independent judgement. Non-executive directors should be of
sufficient calibre and number for their views to carry weight.

During the financial year, the Board of the Company is composed of 10 directors — five
executive directors, two non-executive directors and three independent non-executive
directors. Their names and titles are set out below:—

Executive Directors

Feng Guorong (Chairman)

Lu Wengqing

Lee Man Chun Tony (Chief Executive Officer)
Guo Chun

Ying Niankang

Non-executive Directors
Chang Pen Tsao
Huang Gang

Independent Non-executive Directors
Ng Wing Hang Patrick

Kwok Lam Kwong Larry

Zhuo Fumin

All directors are expressly identified by categories of executive directors, non-executive
directors and independent non-executive directors in all corporate communications that
disclose the names of the directors of the Company.
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A4

A.5

CORPORATE GOVERNANCE REPORT (Contd)

Appointments, Re-election and Removal of Directors

Principle: There should be a formal, considered and transparent procedure for the
appointment of new directors to the board. There should be plans in place for orderly
succession for appointments to the board. All directors should be subject to re-election at
regular intervals. An issuer must explain the reasons for the resignation or removal of any
director.

Any director appointed by the Board during the year shall retire at the next general meeting
after his appointment. Also, every director shall be subject to retirement at least once every
three years.

The Company has not established a nomination committee. The functions of appointment
and removal of directors are performed by the Board. Proposals for the appointment of a
new director will be considered and reviewed by the Board. The proposal for appointment of
a new director is resolved either at meeting of directors in persons or by way of circulating
resolutions among directors. The successful candidate must possess with the necessary
experience or qualification which can help the Board to direct the Company’s business. In
addition, the newly appointed director must be able to meet the criteria stipulated in Rules
3.08 and 3.09 of the Listing Rules. A director who is to be appointed as an independent non-
executive director should also meet the independence criteria set out in Rule 3.13 of the
Listing Rules.

Responsibilities of Directors

Principle: Every director is required to keep abreast of his responsibilities as a director of
an issuer and of the conduct, business activities and development of that issuer. Given the
essential unitary nature of the board, non-executive directors have the same duties of care
and skill and fiduciary duties as executive directors.

Every newly appointed director of the Company shall receive guidance materials from the
Company Secretary upon his appointment. The guidance materials comprise the group
chart, annual report and a booklet relating to the duties and responsibilities of the director
so as to enable the director having a proper understanding of the operations and business
of the Company and to ensure him to be fully aware of his responsibilities under statue
and common law, the Listing Rules, applicable legal requirements and other regulatory
requirements and the business and governance policies of the issuer. A director can also
request the Company Secretary to arrange him to attend any relevant course and seminar.

The functions of non-executive directors have included the functions as specified in Code
Provision A.5.2(a) to (d) of the Code.

Each director is aware that he should give sufficient time and attention to the affairs of the
Company. Directors have satisfactory attendance rates at both board meetings and committee
meetings.

13
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CORPORATE GOVERNANCE REPORT (Contd)

A.6

B.1

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 its own code of
conduct for dealings in securities of the Company by the directors or relevant employees
as defined in the Model Code. The Company has made specific enquiry of all directors.
According to their replies, all the directors have complied with the requirements set out in
the Model Code during the financial year ended 31 December 2008. The Company has also
complied with the other requirements stipulated in the Model Code.

Supply of and Access to Information

Principle: Directors should be provided in a timely manner with appropriate information
in such form and of such quality as will enable them to make an informed decision and to
discharge their duties and responsibilities as directors of an issuer.

In respect of regular board meetings, and so far as practicable in all other cases, an agenda
and accompanying board papers are sent in full to all directors in a timely manner and at
least 3 days before the intended date of a board meeting and board committee meeting.

As mentioned in D.1 below, there are matters reserved to be approved by the Board.
Management is aware of the duties to supply the Board and its committees with adequate
information in a timely manner to enable it to make informed decisions. The information
supplied must be complete and reliable. The Board and each director shall have separate and
independent access to the Company’s senior management.

All directors are entitled to have access to board papers, minutes and related materials.

The Level and Make-up of Remuneration and Disclosure

Principle: An issuer should disclose information relating to its directors’ remuneration
policy and other remuneration related matters. There should be a formal and transparent
procedure for setting policy on executive directors’ remuneration and for fixing the
remuneration packages for all directors. Levels of remuneration should be sufficient to
attract and retain the directors needed to run the issuer successfully, but the issuers should
avoid paying more than is necessary for this purpose. No director should be involved in
deciding his own remuneration.

The Remuneration Committee of the Company was established in April 2005. The functions
of the Remuneration Committee are mainly to review and make recommendations to the
Board on the Company’s policy and structure for all remunerations of directors and senior
management. The terms of reference of the Remuneration Committee include the specific
duties set out in Code Provision B.1.3(a) to (f) of the Code, with appropriate modifications
where necessary. Details of terms of reference of the Remuneration Committee are published
in the Company’s website.

The Remuneration Committee presently consists of three independent non-executive
directors, namely, Mr. Kwok Lam Kwong Larry, Mr. Ng Wing Hang Patrick and Mr. Zhuo
Fumin. Mr. Kwok Lam Kwong Larry acts as the chairman of the Remuneration Committee.
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C.1

CORPORATE GOVERNANCE REPORT (Contd)

The Remuneration Committee held two meetings in the financial year ended 31 December
2008. The following is an attendance record of the meeting held by the Remuneration
Committee for the financial year:

Number of Attendance
Name of Committee Members meetings attended rate
Kwok Lam Kwong Larry (Chairman) 1 50%
Ng Wing Hang Patrick 2 100%
Zhuo Fumin 2 100%

During the financial year, the Remuneration Committee reviewed and considered the
remuneration policy, packages and fringe benefits of the directors and senior management
of the Group. In addition, the Remuneration Committee also reviewed the remuneration
policies of the Group and compared with companies of similar scale as benchmark.
Furthermore, the Committee made recommendations to the Board for the reward system of
the Group, the salary increment of employees in 2008 and the reward of the Chief Executive
Officer for 2008. None of the directors of the Company participated in the determination of
the remuneration of their own. The Remuneration Committee was satisfied with the current
remuneration policy and packages of the Group.

The Remuneration Committee shall consult the Chairman and/or Chief Executive Officer
about their proposals relating to the remuneration of the directors and can have access to
professional advice if considered necessary.

The Remuneration Committee is provided with sufficient resources to discharge its duties.

Financial Reporting

Principle: The board should present a balanced, clear and comprehensible assessment of
the issuer’s performance, position and prospects.

Management shall provide such explanation and information to the Board as will enable the
Board to make an informed assessment of the financial and other information put before the
Board for approval.

It is the responsibility of the directors to prepare accounts of the Company.

A statement by the external auditors about their reporting responsibilities is included in the
Independent Auditors” Report on pages 31 to 32.

The Board shall present a balanced, clear and understandable assessment of the company’s
performance, position or prospects in annual and interim reports, other price-sensitive
announcements and other financial disclosures required under the Listing Rules, and
reports to regulators as well as to information required to be disclosed pursuant to statutory
requirements.
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C.2

C.3

Internal Controls

Principle: The board should ensure that the issuer maintains sound and effective internal
controls to safeguard the shareholders’ investment and the issuer’s assets.

The Internal Audit Department is charged with the responsibilities to evaluate whether there
are sound and effective internal controls in place to safeguard the shareholders’ investment
and the Company’s assets. Such evaluation covers all material controls, including financial,
operational and compliance controls and risk management functions. Internal Audit
Department has reported twice during 2008 on significant findings on internal controls to
the Audit Committee, which in turn has reported to the Board accordingly. The Board found
that as at the publication of this report and financial statements, the internal controls are
sound and effective which safeguard the shareholders’” and customers’ interests and the
assets of the Group.

The Board shall also review the adequacy of resources, qualifications and experience of staff
of the Group’s accounting and financial reporting function, and their training programmes
and budget.

Audit Committee

Principle: The board should establish formal and transparent arrangements for considering
how it will apply the financial reporting and internal control principles and for maintaining
an appropriate relationship with the issuer’s external auditors. The audit committee
established by an issuer pursuant to the Exchange Listing Rules should have clear terms of
reference.

The Audit Committee was set up in 1999. The roles of the Audit Committee are mainly to
ensure integrity of financial statements, to oversee financial reporting system and internal
control procedures as well as to provide advice and recommendations to the Board. The
details of the terms of reference of the Audit Committee are published in the Company’s
website.

The Audit Committee is currently composed of three independent non-executive directors,
namely, Mr. Ng Wing Hang Patrick, Mr. Kwok Lam Kwong Larry and Mr. Zhuo Fumin. Mr. Ng
Wing Hang Patrick acts as the chairman of the Audit Committee.

The Audit Committee held two meetings in the financial year ended 31 December 2008.
The following is an attendance record of the meeting held by the Audit Committee for the
financial year:

Number of Attendance
Name of Committee Members meetings attended rate
Ng Wing Hang Patrick (Chairman) 2 100%
Kwok Lam Kwong Larry 1 50%
Zhuo Fumin 2 100%
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A summary of the work performed by the Audit Committee during the financial year is listed
below:

(1) reviewing the financial statements and the independent auditors’ report before their
submission to the Board;

(2)  reviewing the results of the audit on the Company’s system of internal controls;

(3) reviewing the results of the audit on the connected or continuing connected parties
transactions; and

(4)  nominating external auditors for re-appointments and propose the remuneration and
terms of engagement of external auditors.

The work and findings of the Audit Committee have been reported to the Board. During the
year, no issues brought to the attention of management and the Board were of sufficient
importance to require disclosure in the Annual Report.

The Board agrees with the Audit Committee’s proposal for the re-appointment of Messrs.
Ernst & Young as the Company’s external auditors for 2009. The recommendation will be put
forward for the approval of shareholders at the forthcoming annual general meeting.

Full minutes of Audit Committee meetings are kept by the Company Secretary. Draft and final
versions of minutes of the Audit Committee meetings will be sent to all members of the Audit
Committee for their comment and records respectively, in both cases normally within one
month after the meeting.

There is not any member of the Company’s Audit Committee who was a former partner of the
Company’s existing external auditors.

During the financial year ended 31 December 2008, the remuneration paid to the external
auditors, Messrs. Ernst & Young, was as below:

Nature of services HK$’000
Audit services with recoverable expenses 1,570
Tax advisory services 210
Other advisory services 61

The Audit Committee is provided with sufficient resources, including the advice of external
auditors and Internal Audit Department, to discharge its duties.
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D.1

Management Functions

Principle: An issuer should have a formal schedule of matters specifically reserved to the
board for its decision. The board should give clear directions to management as to the
matters that must be approved by the board before decisions are made on behalf of the
issuer.

The Board is responsible for formulating overall strategy, monitoring and controlling the
performance of the Company whilst managing the Company’s day-to-day business is the
responsibility of the management.

When the Board delegates aspects of its management and administration functions to the
management, it has given clear directions as to the powers of management, in particular,
with respect to the circumstances where management shall report back and obtain prior
approval from the Board before making decisions or entering into any commitments on
behalf of the Company.

Matters reserved to be approved by the Board include:

(1) Appointment of directors;

(2)  Business plans of the Company;

(3) Proposal for selection of external auditors;

(4) Financial statements and budgets;

(5)  Substantial investments in assets other than those arising in the ordinary course of
Company’s businesses; and

(6) Formation of board committees.
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D.2 Board Committees

E.1

Principle: Board committees should be formed with specific written terms of reference
which deal clearly with the committees” authority and duties.

Where board committees are established to deal with matters, the Board shall prescribe
sufficiently clear terms of reference to enable such committees to discharge their functions

properly.

Apart from the Audit Committee (particulars are disclosed under C.3) and Remuneration
Committee (particulars are disclosed under B.1), the Board has also established an Executive
Committee and a Management Committee with specific terms of reference. The Executive
Committee consists of all the executive directors and is responsible for formulating and
reviewing the Company’s important strategies on business and operations. The Management
Committee consists of the Chief Executive Officer, general manager, deputy general manager,
executive directors and the head of certain important departments. The Management
Committee usually meets weekly for making policy and discussing issues relating to the
Company’s day-to-day management and business. A monthly management report will be
submitted to the Executive Directors and Management Committee reporting their work and
findings.

The terms of reference of the Audit Committee and the Remuneration Committee require
such committees to report back to the Board on their decisions and recommendations.
Material matters will be reported to the Board by the other board committees according to
their respective terms of reference.

Effective Communication

Principle: The board should endeavour to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other general meetings to
communicate with shareholders and encourage their participation.

At the annual general meeting held in 2008, a separate resolution was proposed by the
Chairman in respect of each substantially separate issue.

The chairman of the Board and the members of the Audit Committee and Remuneration
Committee respectively attended the 2008 annual general meeting to answer questions of
shareholders.
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E.2 Voting by Poll

Principle: The issuer should ensure that shareholders are familiar with the detailed
procedures for conducting a poll.

The procedures for and rights of shareholders to demand a poll by the shareholders were
disclosed in a circular of the Company dated 23 April 2008, inter alia, a notice convening
the 2008 annual general meeting.

At the commencement of the 2008 annual general meeting, to ensure that shareholders are
familiar with the poll procedures, an explanation of the detailed procedures of conducting a
poll was provided.

Following the amendments to the Code on 1 January 2009, all resolutions set out in the
notice of general meetings will be conducted by poll.

The poll results of general meetings shall be published on the website of Hong Kong
Exchanges and Clearing Limited at http://www.hkexnews.hk and the Company’s website at
http://www.sywg.com.hk.
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REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements of the Company and the
Group for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company consists of investment holding. Details of the principal
activities of the principal subsidiaries and the associates are set out in notes 16 and 17,
respectively, to the financial statements. There were no significant changes in the nature of the
Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2008 and the state of affairs of the Company
and the Group at that date are set out in the financial statements on pages 33 to 94.

An interim dividend of HK1.5 cents per ordinary share was paid on 17 October 2008. The directors
recommend the payment of a final dividend of HK1 cent per ordinary share in respect of the
year to shareholders on the register of members on 15 May 2009. This recommendation has been
incorporated in the financial statements as an allocation of retained profits within the equity
section of the balance sheet.
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FIVE YEAR FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and minority interests of the Group for
the last five financial years, as extracted from the published audited financial statements is set out

below.
Year ended 31 December
2008 2007 2006 2005 2004
HK$ HK$ HK$ HK$ HK$
RESULTS
REVENUE 222,881,804 644,603,740 229,778,162 101,438,022 121,285,235
Commission expenses (65,432,036) (167,971,003)  (48,484,678)  (20,005,871)  (26,595,136)
Employee benefits expenses (48,193,878) (127,351,720)  (92,010,431)  (42,651,283)  (44,000,984)
Depreciation and amortisation expenses (5,884,932) (5,195,375) (4,370,568) (2,028,359) (8,181,734)
Interest expenses for financial
services operations (915,792) (9,786,301) (282,541) (954,361) (1,680,833)
Fair value gains/(losses) on
available-for-sale investments (28,916,337) 29,747,489 48,314,483 - -
Fair value gain/(loss) on an unlisted
financial instrument at fair
value through profit or loss 46,304,649 (29,800,555) 33,291,492 10,806,166 -
Impairment of an available-for-sale
investment (30,192,357) - - - -
Write-back of impairment/(write-off
and impairment) of accounts
receivable and loans and advances - - 1,700,000 3,200,000 (8,689,753)
Other gains - 2,177,292 892,075 144,607 417,353
Other expenses, net (80,627,995) (101,075,332)  (48,080,245)  (30,667,760)  (34,098,210)
Finance costs - - - - (37,724)
Share of profits of associates 13,003,124 22,473,494 15,373,215 8,636,045 11,022,829
PROFIT BEFORE TAX 22,026,250 257,821,729 136,120,964 27,917,206 9,441,043
Tax (7,945,187)  (32,802,473) (6,232,000) (1,054,000) (385,433)
PROFIT FOR THE YEAR 14,081,063 225,019,256 129,888,964 26,863,206 9,055,610
Attributable to:
Equity holders of the Company 14,396,208 225,324,940 129,888,964 26,863,206 9,055,610
Minority interests (315,145) (305,684) - - -
14,081,063 225,019,256 129,888,964 26,863,206 9,055,610
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FIVE YEAR FINANCIAL SUMMARY (Contd)
As at 31 December

2008 2007 2006 2005 2004
HK$ HK$ HK$ HK$ HK$
ASSETS, LIABILITIES AND
MINORITY INTERESTS
TOTAL ASSETS 2,555,720,256 4,101,069,587 2,582,896,294 1,308,191,548 1,636,546,131
TOTAL LIABILITIES (1,605,775,222) (3,074,705,519) (1,785,431,223)  (618,373,139)  (984,917,342)
MINORITY INTERESTS (3,379,171) (1,694,316) - - -

946,565,863 1,024,669,752 797,465,071 689,818,409 651,628,789

The above summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group are set out in note 13 to
the financial statements.

SHARE CAPITAL

There were no movements in either the Company’s authorised or issued share capital during the
year.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out
in note 31(b) to the financial statements and in the consolidated statement of changes in equity,
respectively.

DISTRIBUTABLE RESERVES

At 31 December 2008, the Company’s reserves available for distribution, calculated in accordance
with the provisions of Section 79B of the Hong Kong Companies Ordinance, amounted to
HK$49,127,495 of which HK$5,307,591 has been proposed as final dividend for the year. In
addition, the Company’s share premium account, in the amount of HK$314,739,683, may be
distributed in the form of fully paid bonus shares.

CHARITABLE CONTRIBUTIONS
During the year, the Group made charitable contributions totalling HK$542,000.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for less than 30% of
the total sales for the year.

None of the directors of the Company or any of their associates or any shareholders (which, to the
best knowledge of the directors, own more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers.

The Group is a provider of financial services. In the opinion of the directors, it is therefore of no
value to disclose details of the Group’s suppliers.

DIRECTORS

The directors of the Company during the year were:

Executive directors

Feng Guorong (Chairman)

Lu Wenqing

Lee Man Chun Tony (Chief Executive Officer)
Guo Chun

Ying Niankang

Non-executive directors
Chang Pen Tsao
Huang Gang

Independent non-executive directors
Ng Wing Hang Patrick

Kwok Lam Kwong Larry

Zhuo Fumin

In accordance with Article 104(A) of the Company’s Articles of Association, Messrs. Huang Gang,
Kwok Lam Kwong Larry, Lee Man Chun Tony and Guo Chun will retire at the forthcoming annual
general meeting and, being eligible, will offer themselves for re-election.

The Company has received annual confirmations of independence from Messrs. Ng Wing Hang
Patrick, Kwok Lam Kwong Larry and Zhuo Fumin and as at the date of this report, still considers
them to be independent.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS OF THE COMPANY AND THE SENIOR
MANAGEMENT OF THE GROUP

Executive directors

Feng Guorong, aged 58, was appointed as an Executive Director and Chairman of the Company in
February 2004. He is also the Vice Chairman and President of Shenyin & Wanguo Securities Co.,
Ltd. He holds a PhD in Economics and obtained high-ranking securities management recognition
from the China Securities Regulatory Commission. Prior to joining the Group, he worked as an
officer at the President’s Affairs Office of the Industrial and Commercial Bank of China, Shanghai
Branch as well as the People’s Bank of China, Shanghai Branch. He had also participated in the
founding of China Everbright Bank, Shanghai Branch and worked as the Governor. He also worked
as the Managing Director and Deputy Governor at China Everbright Bank, Head Office. He also
participated in the drafting of early securities rules and regulations in the new China and had more
than 27 years’ experience in financial management. He also has in-depth study in risk management
of financial enterprises.

Lu Wengqing, aged 50, has been appointed as a Non-executive Director of the Company since
August 1996 and was re-designated as an Executive Director of the Company in September
2004. He is also the Vice President of Shenyin & Wanguo Securities Co., Ltd. He graduated from
Shanghai University of Finance and Economics. He also holds a Master’s Degree in Business
Administration from The Asia (Macau) International Open University and W.P. Carey School of
Business at Arizona State University. Prior to joining the former Shanghai Shenyin Securities Co.,
Ltd., he served as a senior officer in Shanghai Trust & Investment Corporation of the Industrial and
Commercial Bank of China and as an attache’ of the Chinese Embassy in Gabon.

Lee Man Chun Tony, aged 55, was appointed as an Executive Director and Chief Executive Officer
of the Company in June 2000 and July 2000 respectively. He is an Associate of the Hong Kong
Institute of Certified Public Accountants. He has more than 30 years’ experience in accounting,
finance and banking. He held senior positions with Standard Chartered Bank and Sanwa
International Finance Ltd. before he joined the Group in 1995.

Guo Chun, aged 44, was appointed as an Executive Director of the Company in May 2000. He
was further appointed as the Managing Director of the International Business Division of Shenyin
& Wanguo Securities Co., Ltd. in May 2008. Mr. Guo began his career with the Industrial and
Commercial Bank of China, Shanghai Branch in 1983. Other than the banking business, he
has been working in the securities industry of the People’s Republic of China (the “PRC”) since
1987. He has 21 years’ extensive experience in stockbroking and investment banking in the PRC.
In 1990, he joined the former Shanghai Shenyin Securities Co., Ltd. and served as a regional
superintendent in Shanghai. He was appointed as the Deputy Managing Director of Shenyin
Wanguo (H.K.) Holdings Limited on secondment to Hong Kong in early 1997 after the merger of
Shanghai Shenyin Securities Co., Ltd. and Shanghai International Securities Co., Ltd. He holds a
Master’s Degree in Business Administration from Murdoch University, Perth, Australia.

Ying Niankang, aged 57, was appointed as an Executive Director of the Company in August 1997.
He was a Deputy General Manager of the International Business Division of Shenyin & Wanguo
Securities Co., Ltd. and has more than 10 years’ experience in corporate finance. He was the Chief
of Division of Technology & Economics, Department of Project Management, College of Civil
Engineering, in Shanghai, between 1983 and 1991. He holds a Master’s Degree and a Bachelor’s
Degree from the Department of Industrial Economics at Shanghai University of Finance and
Economics.
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