Corporate Governance Report
TEERRSE

CORPORATE GOVERNANCE PRACTICE

The Group commits to maintaining and ensuring a high level of
corporate governance standards and continuously reviews and
improves our corporate governance and internal controls practices.
Set out below are the principles of corporate governance as adopted
by the Company during the reporting year.

DISTINCTIVE ROLE OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER (“CEO")

The positions of Chairman and Chief Executive Officer are held by Mr.
YANG, Tou-Hsiung and Mr. YANG, Kun-Hsiang respectively.

The Chairman of the Board is responsible for leading the Board
of Directors in establishing and monitoring the implementation of
strategies and plans to create values for shareholders.

The CEO is responsible for managing the operation of the Group's
businesses, proposing strategies to the Board and the effective
implementation of the strategies and policies adopted by the Board.

THE BOARD

As of 31 December 2012, there were 11 members on the Board,
which are the Chairman, the CEO, 3 other Executive Directors, 2
Non-Executive Directors (“NED"”) and 4 Independent Non-Executive
Directors (“INEDs").

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially
interfere with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise
to the Board and its deliberations.

None of the INEDs has any business or financial interests with the
Group nor has any relationship with other directors and confirmed
their independence to the Group.

The Board met regularly during the year. The Board’s primary
purpose is to set and review the overall strategic development of
the Group and to oversee the achievement of the plans to enhance
shareholders’ value. Daily operational decisions are delegated to the
Executive Directors. The Board met four times during the year and the
Directors’ attendance is shown in the table on page 35. The NED and
INEDs may take independent professional advice at the Company’s
expense in carrying out their functions.
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AUDIT COMMITTEE

The Group has established an Audit Committee with written terms
of reference as suggested under the former Code on Corporate
Governance Practices as set out in Appendix 14 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”)
The Audit Committee comprises Mr. CHAO, Pei-Hong, Mr. KO, Jim-
Chen, Mr. CHEN, Joen-Ray and Mr. HSIEH, Lung-Fa, all Independent
Non-executive Directors. The chairman of the Audit Committee is
Mr. CHAO, Pei-Hong. Each member brings to the Committee his
valuable experience in reviewing financial statements and evaluating
significant control and financial issues of the Group who among
themselves posses a wealth of management experience in the
accounting profession, commercial and legal sectors.

The main duties of the Audit Committee are to assist the Board in
reviewing the financial information and reporting process, internal
control procedures and risk management system, audit plan and
relationship with external auditors, and arrangements to enable
employees of the Company to raise, in confidence, concerns about
possible improprieties in financial reporting, internal control or other
matters of the Company.

The Audit Committee held two meetings to review interim and
annual financial results and reports in respect of the year ended
31 December 2012 and significant issues on the financial reporting
and compliance procedures, internal control and risk management
systems, scope of work and appointment of external auditors,
connected transactions and arrangements for employees to raise
concerns about possible improprieties.
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REMUNERATION COMMITTEE

The Remuneration Committee comprises Mr. KO, Jim-Chen, Mr.
CHAOQ Pei-Hong, Mr. CHEN, Joen-Ray, the Independent Non-executive
Directors, and Mr. HUANG, Ching-Jung, the Non-executive Director.
The Chairman of the Remuneration Committee is Mr. KO, Jim-Chen.

The primary functions of the Remuneration Committee include
determining/reviewing and making recommendations to the Board
on the remuneration packages of individual Executive Directors
and senior management, the remuneration policy and structure for
all directors and senior management; and establishing transparent
procedures for developing such remuneration policy and structure to
ensure that no director or any of his/her associates will participate in
deciding his/her own remuneration.

The Remuneration Committee met once to review and make
recommendation to the Board on the remuneration policy and
structure of the Company, and the remuneration packages of the
Executive Directors and senior management and other related
matters.

Details of the amount of Directors emoluments are set out in Note 30
to the accounts and details of the 2003 Share Option Scheme are set
out in the Report of Director.

NOMINATION COMMITTEE

The Nomination Committee comprises Mr. YANG, Tou-Hsiung,
Executive Director, Mr. CHAO, Pei-Hong, Mr. KO, Jim-Chen and
Mr. CHEN, Joen-Ray, the Independent Non-executive Directors. The
Chairman of the Nomination Committee is Mr. YANG, Tou-Hsiung.

The principal duties of the Nomination Committee include reviewing
the Board composition, developing and formulating relevant
procedures for the nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
Independent Non-executive Directors.

The Nomination Committee met once to review the structure,
size and composition of the Board and the independence of
the Independent Non-executive Directors, and to consider the
qualifications of the retiring directors standing for election at the
Annual General Meeting.
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the
code provision D.3.1 of the Corporate Governance Code (the "CG

Code”).

The Board reviewed the Company’s corporate governance policies
and practices, training and continuous professional development
of directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements,
the compliance of the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) and Written Employee
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Guidelines, and the Company’s compliance with the CG Code and #R°

disclosure in this Corporate Governance Report.

MEETINGS ATTENDANCE ERHFEIEE
Attendance/Number of Meeting
HEE/EERY
Annual
Audit Remuneration Nomination General
Board Committee Committee Committee Meeting
=g Eif£E8 FMzES REZE8E RKRRAFXE
Executive Directors HTES
Yang, Tou-Hsiung (Chairman) 1B (£E) 4/4 N/AZNE N/AZR i F 11 0/1
Yang, Cheng BIE 2/4 N/AT 38 A N/ATE N/AT 3 A 0/1
Yang, Kun-Hsiang (C£O) s (7T #%) 44 N/ATE B N/ATE B N/ATE 1/1
Yang, Chen-Wen BRX 44 N/ATE B N/ATE N/AT i F 0/1
Yang, Kun-Chou M 4/4 N/ATNE N/AR i £ N/ATE A 0/1
Non-executive Directors FYTES
Huang, Ching-Jung ERE 44 N/ATE B 11 N/AT 0/1
Chou, Szu-Cheng BERE 3/4 N/AZN 3 A N/ATNiE A N/AZR 3 F 01
Independent Non-executive BYFHTES
Directors
Chao, Pei-Hong HIER 44 212 1/1 1/1 0/1
Ko, Jim-Chen kg 4/4 22 1/1 1/1 0N
Chen, Joen-Ray s 44 212 1/1 1/1 0/1
Hsieh, Lung-Fa EIEE - - - - -
Notes: B 5

1. Mr. HSIEH, Lung-Fa was appointed as Director on 28 December 2012. 1.

After his appointment, no board meeting was held during the year.

2. Mr. YANG, Cheng authorized Mr. YANG, Tou-Hsiung to exercise the 2.
voting right on the second and third board meeting. Mr. CHOU, Szu-
Cheng authorized Mr. HUANG, Ching-Jung to exercise the voting right

on the fourth board meeting.
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DIRECTORS’ TRAINING

In respect of code provisions A.6.5 of the CG Code, all Directors
of the Company has developed and refreshed their knowledge and
skills by reading books and articles. Besides, the Company organized
a seminar of “Analysis of the economic trend and sharing of new
policies” on 20 December 2012. Mr. CHOU, Szu-Cheng did not
attend the said seminar, whereas Mr. HSIEH, Lung-Fa has not been
appointed as director on that day. Save for the above, all other 9
directors have attended the said seminar.

COMPLIANCE WITH APPENDIX 14 OF THE LISTING
RULES OF THE HONG KONG STOCK EXCHANGE

The Company has complied with the applicable code provisions as
contained in the former Code on Corporate Governance Practices
during the period from 1 January 2012 to 31 March 2012 as well
as the new CG Code during the period from 1 April 2012 to 31
December 2012 as set out in Appendix 14 of the Listing Rules on the
Hong Kong Stock Exchange.

In respect of code provisions A.6.7 and E.1.2 of the CG Code,
the Non-executive Directors and the Independent Non-executive
Directors (including the chairman of the Audit Committee and the
Remuneration Committee), as well as the Chairman of the Board (also
the Chairman of the Nomination Committee) were not in the position
to attend the Annual General Meeting of the Company held on 22
May 2012 due to business commitments.

INDEPENDENCE CONFIRMATION

The Company has received, from each of the Independent Non-
Executive Directors, a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all of the
Independent Non-executive Directors are independent.
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COMPLIANCE WITH MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Mode Code
throughout the year ended 31 December 2012.

AUDITOR’'S REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor. During the year under
review, the Group is required to pay an aggregate of approximately
US$350,000 to the external auditor for their services including audit
and non-audit services.

DIRECTORS’ RESPONSIBILITIES FOR ACCOUNTS

The Directors of the Company acknowledge their responsibilities for
preparing the Company’s accounts for the year ended 31 December
2012.

The Statement of the independent auditor of the Company about
their reporting responsibilities on the financial statements is set out in
the Independent Auditor’s Report on pages 52 to 53.

INTERNAL CONTROLS

During the year under review, the Directors conducted a review of the
effectiveness of the internal control system of the Company, including
the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting and
financial reporting function.

COMPANY SECRETARY

Ms. WONG, Wai Yee, Ella of Tricor Services Limited, external
service provider, has been engaged by the Company as its company
secretary. Its primary contact person at the Company is Mr. HSIEH,
Jau-Hwang, Chief Financial Officer of the Company.

Ms. WONG has taken no less than 15 hours of relevant professional
training for the year ended 31 December 2012.
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SHAREHOLDERS' RIGHT TO CONVENE AND PUT
FORWARD PROPOSALS AT EXTRAORDINARY
GENERAL MEETING

To safeguard shareholder interests and rights, a separate resolution
is proposed for each substantially separate issue at shareholder
meetings, including the election of individual directors. All resolutions
put forward at shareholder meetings will be voted on by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and of the Hong Kong Stock Exchange
after each shareholder meeting.

Pursuant to the Company's Articles of Association, extraordinary
general meetings may be convened by the Board on requisition of
shareholders in writing holding holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition
to the Board or the Secretary of the Company, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board
fails to proceed to convene such meeting the requisitionst(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by the Company.

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.
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CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Level 28, Three Pacific Place, 1 Queen’s Road East,
Hong Kong
(For the attention of the Board of Directors)

Fax: (852) 2528 3158

Email: vdi@vedaninternational.com

For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
law.

LOOKING FORWARD

The Group will keep on reviewing its corporate governance standards
on a timely basis and the Board endeavors to take the necessary
actions to ensure the compliance with the provisions of the CG Code
introduced by the Hong Kong Stock Exchange.
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