CORPORATE GOVERNANCE REPORT
TRERRES

Corporate Governance Practices

The board of directors of the Company (the “Board”) has adopted
a Code of Corporate Governance Practices (the “CGP Code”),
which is based on the Corporate Governance Code set out in
Appendix 14 (the "HKEx Code”) to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”). The CGP Code is reviewed from time to time
and updated as appropriate to align with the revised provisions
of the HKEx Code. Continuous efforts are made to review and
enhance the Group’s risk management and internal controls and
procedures in light of changes in regulations and developments in
best practices.

The Board is pleased to report compliance with the HKEx Code for
the year ended 30 June 2018, except where otherwise stated.

Every director is subject to retirement by rotation at least once
every three years pursuant to the Articles of Association of the
Company and the CGP Code.

Despite non-executive directors were not appointed for a specific
term, they are subject to retirement by rotation and re-election at
the annual general meetings of the Company, as stipulated by the
HKEx Code. As such, the Company considers that such provisions
are sufficient to meet the intent of the relevant provisions of the
HKEx Code.

Directors’ Securities Transactions

The Company had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules (the “Model Code”) as the code of conduct
governing directors’ securities transactions.

All directors of the Company during the year, following specific
enquiry by the Company, have confirmed that they have complied
with the required standard set out in the Model Code throughout
the year.
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Board of Directors
Composition of the Board

The directors of the Company during the year and up to the date
hereof are set out in the Directors’ Report on page 80.

Board Meetings, General Meeting and Attendance

During the year, four board meetings and one general meeting
were held. Details of individual attendance of directors at the
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board meetings and general meeting during the year are set out in ERERSG2HEBHNTER
the table below:
Board General
Meeting Meeting
Number of Number of
Attendance/ Attendance/
Number of Number of
Meeting Held Meeting Held
EEgeR BRRXE
HERE, HERE,
Name of Director EEHNE BITEBRRE BITEBRRY
Chairman: XE
Mr. KWEK Leng Hai /L 4/4 11
Group Managing Director: EEESARE
Mr. Joseph LEUNG REEEE 4/4 171
Non-Executive Directors: FHITES :
Mr. TANG Hong Choeng BESLE 4/4 0/1
Dr. WHANG Sun Tze =ELEEL 4/4 11
Mr. TAN Lim Heng PR AR B 5 4 4/4 11
Mr. TSANG Cho Tai BHEZzLAE 4/4 iVl
Independent Non-Executive Directors: BAFHITES
Mr. LO Kai Yiu, Anthony ERUBESE 3/4 11
Mr. AU Chee Ming B LEE 4/4 1/1
Mr. HUANG Lester Garson EHRMASE 4/4 11
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Board of Directors (continueq)
Operations of the Board

The Board determines the corporate mission and broad strategies,
monitors and controls operating and financial performance and
sets appropriate policies to manage risks in pursuit of the Group’s
strategic objectives. Decisions involving financial statements,
dividend policy, material contracts and major investments and
divestments are reviewed and subject to approval by the Board.
Other main roles of the Board are to review the Company’s
policies and practices on corporate governance and to ensure
that adequate risk management and internal control systems and
management information systems are in place, including being
in compliance with every aspect of the provisions of applicable
laws, regulations, rules, directives and guidelines to create value
for its shareholders and to ensure that the Company has adequate
management to achieve the Company’s strategic objectives.

The Board has delegated the day-to-day management and
operation of the Group’s businesses to management of the
Company and its subsidiaries.

Where appropriate, decisions are also taken by way of circulated
resolutions.

Board papers are circulated prior to board meetings on a timely
manner, which include, among others, financial and corporate
information, significant operational and corporate issues and
business performance of the Group as well as management
proposals which require the approval of the Board.

All directors have access to the advice and services of the company
secretary and internal auditors, and upon reasonable request,
independent professional advice in appropriate circumstances at
the Company’s expense, if any.

Independence of the Independent Non-Executive
Directors

The Company received confirmation of independence from each
of the independent non-executive directors (“INEDs"”) for the year
pursuant to Rule 3.13 of the Listing Rules. Up to and as at the date
of this report, the Company considers that the INEDs continue to
be independent.

Relationship among the Members of the Board
The family relationships among the members of the Board are

disclosed under “Board of Directors and Senior Management” on
pages 59 to 62 of this annual report.
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Board of Directors (continued)

Directors’ Continuous Training and Development
Programme

Pursuant to the HKEx Code which took effect on 1 April 2012,
all directors should participate in continuous professional
development to develop and refresh their knowledge and skills.
This is to ensure that their contribution to the board remains
informed and relevant.

The Company has put in place a training and development
programme for directors which includes (i) induction/
familiarisation programme for newly appointed directors; and (ii)
on-going training and professional development programme for
directors.

During the year ended 30 June 2018, all directors of the Company
namely, Messrs. KWEK Leng Hai, Joseph LEUNG, TANG Hong
Cheong, WHANG Sun Tze, TAN Lim Heng, TSANG Cho Tai, LO Kai
Yiu, Anthony, AU Chee Ming and HUANG Lester Garson, received
regular briefings and updates on the Group's business, operations,
risk management and corporate governance matters. Materials on
new or changes to salient laws and regulations, environmental,
social and governance matters applicable to the Group were
provided to the directors. They also attended regulatory update
sessions and seminars on relevant topics. All directors are
requested to provide the Company with their respective training
record pursuant to the CGP Code.

Chairman and Group Managing
Director

The roles of Chairman and Group Managing Director ("GMD") are
segregated and are not held by the same person. Currently Mr.
KWEK Leng Hai is the Chairman and Mr. Joseph LEUNG is the GMD
of the Company.

The Chairman leads the Board and ensures its smooth and
effective functioning. The GMD is responsible for the vision and
strategic direction of the Group, implementing the policies and
decisions of the Board, initiating business ideas and corporate
strategies to create competitive edge and enhancing shareholder
wealth, setting the benchmark and targets for operating
companies, overseeing the day-to-day operations and tracking
compliance and business progress.
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Non-Executive Directors

The non-executive directors were not appointed for a specific
term. However, they are subject to retirement by rotation and re-
election at the annual general meeting pursuant to the articles of
association of the Company and the CGP Code.

Board Committees

During the year, three board committees, namely, the Board
Remuneration Committee, the Board Audit and Risk Management
Committee and the Board Nomination Committee were in place
for overseeing particular aspects of the Company’s affairs pursuant
to the Listing Rules and the CGP Code.

The three board committees of the Company are established with
defined written terms of reference, approved by the Board, which
set out the Committees’ major duties. The terms of reference
now being posted on the websites of the Stock Exchange and the
Company, are available to shareholders.

The majority of the members of each board committee are INEDs.
The list of the chairman and members of each board committee is
set out in the following board committee section.

The board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expense.

Board Remuneration Committee (“BRC")

The Company established the BRC on 1 July 2005 with specific
written terms of reference in accordance with the requirements
of the Stock Exchange which deal clearly with its authority and
duties.

The principal role and functions of the BRC are to make
recommendations to the Board on its policy and structure for
the remuneration of directors and senior management, as
well as to determine the specific remuneration packages of all
executive directors and senior management, including benefits in
kind, pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment. Detailed terms of reference of the BRC are accessible
on the Company’s website.
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Board Committees (continued)
Board Remuneration Committee (“BRC") (continued)

The BRC has adopted the approach under code provision B.1.2(c)(i)
of the HKEx Code to determine, with delegated responsibility
and authorisation by the Board, the remuneration packages of
individual executive directors and senior management.

For the year, the BRC comprised Messrs. AU Chee Ming (Chairman
of the BRC), KWEK Leng Hai and HUANG Lester Garson. Mr.
AU Chee Ming and Mr. HUANG Lester Garson are INEDs of the
Company whilst Mr. KWEK Leng Hai is the Chairman of the
Company.

During the year, two BRC meetings were held. The individual
attendance of each member was as follows:
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Number of

Attendance/

Number of

Meeting Held

HERE

Name of Director EEHA BITERNRE
Mr. AU Chee Ming (Chairman) BB LEE (EE) 2/2
Mr. KWEK Leng Hai L/ ELE 2/2
Mr. HUANG Lester Garson EEMLE 2/2

Work done for the financial year 2017/2018

- reviewed and recommended directors’ fees for non-
executive directors for the financial year 2016/2017,

- approved the discretionary bonuses for executive directors

and senior management for the financial year 2016/2017;

- reviewed the remuneration packages of executive directors
and senior management;

- reviewed the Employee’s Share Option Scheme;

- reviewed its terms of reference and remuneration policy for
directors and senior management; and

- deliberated the statement relating to the BRC for inclusion
in the Corporate Governance Report.
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Board Committees (continued)
Board Remuneration Committee (“BRC") (continued)
Level and Make-up of Remuneration

The Group’s remuneration scheme for executive directors and
senior management is linked to performance, service seniority,
experience and scope of responsibility and is based on the
provisions in the Group’s Human Resources Manual, which are
reviewed from time to time to align with market/industry practices.

The level of remuneration of non-executive directors reflects the
level of responsibilities undertaken by them.

The fees of directors, including non-executive directors, are
recommended and endorsed by the Board for shareholders’
approval at the Company’s annual general meeting.

Details of the remuneration of the directors for the year ended 30
June 2018 are provided in note 9 to the Financial Statements in
this annual report.

Board Nomination Committee (“BNC")

The Company established the BNC on 1 April 2012 with specific
written terms of reference in accordance with the requirement
of the Stock Exchange which deal clearly with its authority and
duties.

The principal role of the BNC is to make recommendations to
the Board on the structure, size, composition and diversity of the
Board, to review the independence of independent non-executive
directors, the suitability of directors who will stand for re-election
and directors’ continuous training and development programme
and to formulate a policy concerning board diversity, monitor
the implementation of such policy and to review the same, as
appropriate. Detailed terms of reference of the BNC are accessible
on the Company’s website.

The BNC comprised Messrs. KWEK Leng Hai (Chairman of the
BNC), LO Kai Yiu, Anthony and AU Chee Ming. Mr. LO Kai Yiu,
Anthony and Mr. AU Chee Ming are INEDs of the Company whilst
Mr. KWEK Leng Hai is the Chairman of the Company.
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Board Committees (continued)

Board Nomination Committee (“BNC") (continued)

During the year, one BNC meeting was held. The BNC had also
met after the financial year end to discuss/review the Company’s
matters for the year ended 30 June 2018. The individual
attendance of each member is as follows:
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Meeting Held

HERE,

Name of Director BEEHS BITEBRY
Mr. KWEK Leng Hai (Chairman) PLBEE(EE) 71
Mr. LO Kai Yiu, Anthony ERUBEE 1”1
Mr. AU Chee Ming E A k% 1”1

Work done during the year

70

reviewed the structure, size, composition and diversity and
gender of the Board (including the mix of skills, knowledge,
experience, competences of directors, and the balance
between executive, non-executive and independent non-
executive directors) annually and is of the view that there is
an appropriate and diverse mix of skills and experience;

reviewed and accessed the independence of independent
non-executive directors of the Company;

reviewed the profile and participation in the Company’s
affairs by directors who will stand for re-election at annual
general meeting;

reviewed the continuous training and development
programs undertaken by directors to ensure that an
appropriate program is in place;

reviewed the terms of reference of the BNC and the Board
Diversity Policy; and

deliberated the inclusion of statement related to BNC in the
Corporate Governance Report.
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Board Committees (continued)
Board Nomination Committee ("BNC") (continued)
Board Diversity Policy

The Board has adopted the Board Diversity Policy formulating a
policy concerning board diversity, monitoring the implementation
of such policy and to review the same, as appropriate, to
ensure the effectiveness of such policy. In designing the Board’s
composition, Board diversity has been considered from a number
of aspects, including but not limited to gender, age, cultural and
educational background, ethnicity, skills, knowledge, professional
experience and length of service. All Board appointments will be
based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity
on the Board. The BNC reviews annually this policy to ensure its
effectiveness and discuss any revisions that may be required, and
recommends any such revisions to the Board for consideration and
approval.

Board Audit and Risk Management Committee
(“BARMC")

The Company established the Board Audit Committee on 29
December 1998 with specific written terms of reference in
accordance with the requirements of the Stock Exchange which
deal clearly with its authority and duties. On 17 February 2016, the
Board has resolved to rename the Committee as Board Audit and
Risk Management Committee ("BARMC").

The BARMC oversees the financial reporting process and assesses
the adequacy and effectiveness of the Company’s system of
risk management and internal control. The BARMC meets with
the Company’s external and internal auditors, and reviews their
audit plans, the internal audit programmes, the results of their
examinations as well as their evaluations of the system of risk
management and internal control. It also reviews directors’
interests in contracts and connected transactions. The BARMC
reviews the Group's and the Company’s financial statements and
the auditors’ report thereon and submits its views to the Board.
Detailed terms of reference of the BARMC are accessible on the
Company’s website.

For the year, the BARMC comprised Messrs. LO Kai Yiu, Anthony
(Chairman of the BARMC), TSANG Cho Tai and HUANG Lester
Garson. Mr. LO Kai Yiu, Anthony and Mr. HUANG Lester Garson
are INEDs of the Company whilst Mr. TSANG Cho Tai is the non-
executive director of the Company.
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Board Committees (continued)

Board Audit and Risk Management Committee
("BARMC") (continued)

During the year, five BARMC meetings were held. The individual
attendance of each member was as follows:

Name of Director EEHE

EEZEE

EXxeEgRAREEZEE((ERRE
REERSE])(A)

REAFER  HBTAREERAREEZES
e ERREHFEZBEREIWT ¢

Number of
Attendance/
Number of
Meeting Held
HERE
BIEBERHY

Mr. LO Kai Yiu, Anthony (Chairman) ERBEE(FE)
Mr. TSANG Cho Tai BHELE
Mr. HUANG Lester Garson BRASLE

The following is a summary of the work performed by the BARMC
during the year:

- reviewed the adequacy and effectiveness of the Group’s
systems of internal control and enterprise risk management;

- reviewed the consolidated financial statements and results
of the Group;

- reviewed the external auditors’ report thereon;

- reviewed the appropriateness of the Group’s accounting
policies;

- reviewed at various times the potential impact of the
generally accepted accounting principles in Hong Kong on
the Company’s accounts;

- reviewed the nature and scope of external audit and
approved the external audit fee;

- reviewed adequacy of resources, qualifications and
experiences of staff of the Company’s accounting and
financial reporting function, and their training programmes;
and

- reviewed connected transactions entered into by the Group
or subsisting during the year.

5/5
5/5
5/5
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Directors’ Responsibilities for
Preparing the Financial Statements

The directors of the Company have acknowledged their
responsibility for preparing the financial statements for the year.
There are no material uncertainties relating to events or conditions
that may cast significant doubt on the Company’s ability to
continue as a going concern.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out
in the Independent Auditor’s Report on pages 97 to 104 of this
annual report.

Auditors’ Remuneration

Auditors’ remuneration for the year is set out in note 7 to the
financial statements on page 158.

Risk Management and Internal
Control

The risk management and internal control system is designed to
facilitate the effectiveness and efficiency of operations, safeguard
assets against unauthorised use and disposition, ensure the
maintenance of proper accounting records and the truth and
fairness of the financial statements, and ensure compliance with
relevant legislation and regulations. It provides reasonable, but
not absolute, assurance against material misstatement or loss and
manages rather than eliminates risks associated with its business
activities.

The Board, recognising its responsibilities in ensuring sound
risk management and internal controls, has developed a set of
Enterprise Risk Management framework (“ERM framework”) for
the Group and set forth in its policy and procedures to assist in:

- identifying the enterprise risks faced by the Group in the
operating environment as well as evaluating the impact of
such risks identified;
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Risk Management and Internal
Control (continued)

The ERM framework consists of interactive processes for each of
our business units to constantly identify and access risks in terms of
their potential impact and probability of occurrence, as well as to
establish and implement relevant procedures and internal controls
for risk mitigation, ongoing monitoring and periodic reporting by
management to ensure that residual risks after taking into account
risk mitigating measures fall within the risk appetite and tolerance
set by the Board.

The Board has entrusted the BARMC with the responsibility to
oversee the implementation of the ERM framework of the Group.
In discharging this responsibility, the BARMC, assisted by the
Group Internal Audit Department (“GIAD"):

- ensures that new and emerging enterprise risks are
promptly identified by management;

- assesses the adequacy of action plans and control systems
developed to manage these risks;

- monitors the implementation of the action plans and the
effectiveness and adequacy of the control systems; and

- ensures the Group’s risk register is up-to-date and risk
profile reports are furnished by management to the BARMC
review.

These on-going processes have been in place, and reviewed
periodically by the BARMC to ensure their effectiveness,
supplemented by the other reports from GIAD on the Group's
internal control and risk management findings.

The controls built into the risk management framework are
intended to manage and not expected to eliminate all risks of
failure to achieve business objectives. These controls provide
reasonable, but not absolute, assurance against material
misstatement of management and financial information or against
financial losses and fraud.
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Risk Management and Internal
Control (continued)

The Board, through the BARMC, has conducted an annual review
on the Group’s risk management and internal control system and
considers that it is adequate and effective covering all material
controls, including financial, operational and compliance controls,
with a view to ensuring that resources, staff qualifications and
experience, training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions are
adequate. The Board is satisfied that the Group has fully complied
with the provisions on risk management and internal controls as
set out in the CGP Code.

Handling and Dissemination of Inside Information

The Company has established and implemented relevant
procedures and internal controls for the handling and
dissemination of inside information, including restricting employee
access to inside information on a need-to-know basis and ensuring
that those who need to know understand the obligation of
keeping the information confidential. All inside information is
disclosed to the public pursuant to the requirements under the
Securities and Futures Ordinance and the Listing Rules and kept
strictly confidential before disclosure.

Shareholders’ Rights

The Company has only one class of shares, all shares have the same
voting rights and are entitled to the dividends declared.

(a) Rights and procedures for shareholders to
convene extraordinary general meetings
(IIEGMI')

Subject to the Hong Kong Companies Ordinance (Chapter
622 of the Laws of Hong Kong) (“Hong Kong Companies
Ordinance”), the Directors shall on the requisition of
shareholders of the Company (the “Shareholder(s)”)
representing at least 5% of the total voting rights of all the
shareholder(s) having a right to vote at general meetings of
the Company, forthwith proceed duly to convene an EGM
of the Company.

The requests must state the general nature of the business
to be dealt with at the meeting and may include the text
of a resolution that may properly be moved and is/are
intended to be moved at the meeting. The request must be
signed by the requisitionists and deposited at the registered
office of the Company for the attention of the Company
Secretary in hard copy form.
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Shareholders’ nghts (continued)

(b) Rights and procedures for shareholders to make
proposals at general meetings

(i) Rights and procedures for a shareholder to propose
a person for election as a director are as follows:

Pursuant to Article 86 of the Company’s Articles
of Association, shareholder(s) may send a notice
in writing of the intention to propose a person for
election as a director and notice in writing by that
person of his willingness to be elected shall have
been delivered to the Company’s registered office
provided that the minimum length of the period
during which such notices are given, shall be at least
seven days and that the period for lodgment of the
notices shall commence no earlier than the day after
the despatch of the notice of the meeting appointed
for such election and end no later than seven days
prior to the date of such meeting.

(if) Rights and procedures for proposing resolution to be
put forward at a general meeting

Shareholder(s) can submit a written requisition to
move a resolution at an annual general meeting
("AGM") if they:

- represent at least 2.5% of the total voting
rights of all shareholders who have a right to
vote on the resolution at the AGM; or

- at least 50 shareholders who have a right to
vote on the resolution at the AGM.

Communication with Shareholders

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives.
These include annual general meeting, annual report, interim
report, various notices, announcements and circulars.
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Communication with Shareholders

(continued)

The Company shall communicate other information to
Shareholders on a need basis by way of announcement which will
be posted on the websites of Hong Kong Exchanges and Clearing
Limited and the Company. Other than AGM, EGM shall be held
pursuant to relevant rules and regulations if required. Shareholders
shall receive explanatory circulars and proxy forms relating to the
EGMs. Proxy arrangements for the general meetings are in place
for shareholders who are unable to attend the meetings in person.

Shareholders and the investment community shall be provided
with designated contacts, email addresses and enquiry lines of the
Company, which are available on the Company website, in order
to enable them to make any query in respect of the Company or to
make a request for the Company’s information to the extent such
information is publicly available.

Shareholders’ questions about their shareholdings should be
directed to the Company’s Share Registrar, Hongkong Managers
and Secretaries Limited at Units 1607-8, 16th Floor, Citicorp
Centre, 18 Whitfield Road, Causeway Bay, Hong Kong.

Investor Relations

In order to enhance communication between the Company
and investors/analysts, senior management members will hold
meetings with investors/analysts upon request as and when the
need arises.

Investors are welcome to send email directly to the Company
Secretary’s email at comsec@lamsoon.com or browse the
Company’s website for the latest release and financial
information.

A dedicated Investor Relations section is available on the Company
website www.lamsoon.com. Information on the Company website
is updated on a regular basis.

Constitutional Documents

At the annual general meeting held on 17 November 2017, a
special resolution was passed by the shareholders of the Company
to approve the adoption of the new Articles of Association of the
Company. An updated version of the Articles of Association of the
Company is available on the websites of the Company and the
Stock Exchange of Hong Kong Limited.
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