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RESULTS OF INTERNAL CONTROL REVIEW

In late May 2008, the Company appointed the Independent Auditor to conduct the Review. The 
scope of the Review included (i) an overall review of the Group’s internal control system; and (ii) 
an assessment of the Group’s enhancement procedures as recommended by the Audit Committee. 
The Review was completed in late October 2008.

Taking into account the business nature of the Group’s major operating subsidiaries, the scale of 
operation of members of the Group and the new control procedures and policies adopted by the Group 
following the recommendations by the Independent Auditor, the Independent Auditor considers that 
the control system of the Group is generally appropriate and effective.

Regarding the recommendations put forward by the Audit Committee to the Board to enhance 
the internal control systems of the Group, the Independent Auditor has assessed the enhancement 
procedures adopted by the Group and is generally satisfied with the enhancement procedures adopted 
and implemented by the management of the Company as recommended by the Audit Committee.

Reference is made to the announcement dated 8 May 2008 (the “Announcement”) and the circular (the 
“Circular”) dated 29 May 2008 of the Company in relation to, among others, matters concerning (i) 
the provision of guarantee by Weiqiu, an indirect wholly-owned subsidiary of the Company, in 2007 
in favour of Wandi to secure the Bank Loan in the amount of RMB35 million; (ii) the provision of a 
loan facility of up to HK$8 million by Jefta, a wholly owned subsidiary of the Company, to Mr. Fu 
in December 2004; and (iii) the Advances made by Weiqiu to Wandi and Wei Jian Da Group since 
September 2005, with a balance of approximately of RMB2�.75 million and RMB7.92 million due 
from Wandi and Wei Jian Da Group respectively as at 3� December 2007.
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At the material time of the Guarantee, the Facility Agreement and the provision of the Advances, Wandi 
and the Wei Jian Da Group were, and still are, independent of the Company and its connected persons. 
Each of the provision of the Guarantee and the Facility should have constituted a discloseable transaction 
for the Company under Chapter �4 of the Listing Rules at the material time when it was entered into, 
and the making of the Advances should have triggered a general obligation of the Company at the 
material time pursuant to Rule �3.�3 of the Listing Rules. However, not until the Announcement was 
made, the relevant disclosure requirements were not duly complied with by the Company as stipulated 
under the relevant rules. Details of the Guarantee, the Facility and the Advances, and the circumstances 
causing the inadvertent mistake of the Company for the late disclosure of the said transactions, were 
set out in the Announcement and the Circular. Terms used herein shall have the same meanings as 
those defined in the Circular unless the context requires otherwise.

As particularly described in the Circular, in light of the discovery of the non-compliance incidents relating 
to Weiqiu and Jefta, the executive Directors had conducted an investigation into the matter and identified 
certain internal control weaknesses in Weiqiu which had resulted in the failure of the Company to duly 
and properly comply with the relevant Listing Rules in time. In April 2008, the audit committee of the 
Company (the “Audit Committee”) made certain recommendations to the Board with a view to, among 
other things, (i) strengthening the financial control on Weiqiu; (ii) strengthen the reporting procedures 
of the Directors in execution of duties in daily operation and on assigned duties; and (iii) providing 
appropriate and adequate training to management staff of the Group to give effect to the Company’s 
policy of increasing stringent internal control. In conjunction with their recommendations, the Audit 
Committee has recommended that an external independent professional firm be engaged to conduct 
an overall review of the Group’s internal control system (the “Review”) with a view to strengthening 
the overall internal control of the Group.

THE REVIEW

In late May 2008, the Company appointed Dominic K.F. Chan & Co., certified public accountants (the 
“Independent Auditor”), to conduct the Review. The scope of the Review included (i) an overall review 
of the Group’s internal control system; and (ii) an assessment of the Group’s enhancement procedures 
as recommended by the Audit Committee. The Review was completed in late October 2008. Set out 
below are the major findings and results of the Review.

Review of the Group’s internal control system

During the period of the Review, the principal activities of the Group included non-ferrous metal trading 
business and property investments. The Directors confirm that there have not been any financial assistance 
activities or other lending transactions carried out by the Group since the date of the Announcement, 
and neither does the Company intend to carry out similar activities in the future.
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The Board is responsible for oversight of the internal control system and has been continuously improving 
the related procedures and policy. The Group has implemented various control systems in its operating 
cycle including, but not limited to, financial reporting system, segregation of duties, check and balance, 
risk assessment and control testing, record keeping and retention, procedure and policy manual and 
approval procedures. The Independent Auditor is generally satisfied with the Group’s internal control 
system and the effectiveness of the control system in the operating cycle.

During the course of the Review, the Independent Auditor has identified a major weakness in the 
control system in that there was insufficient segregation of duties in respect of the compliance function. 
It was found that the Group had not implemented appropriate and comprehensive procedural review 
program to ensure all relevant legal and regulatory requirements would be covered. In this respect, 
the Independent Auditor has given recommendations to the Company to improve the internal control 
procedures, which have been adopted by the Company as new control policy. Taking into account the 
improved procedures, the Independent Auditor considers there is now appropriate procedures control 
in place to ensure sufficient segregation of duties in respect of the compliance function.

Regarding the credit control and compliance function of the Group in relation to its provision of 
financial assistance activities, as such activities have been terminated, the Independent Auditor has 
not identified any internal control failure in relation to the credit control and assessment functions for 
granting of loan facility.

Taking into account the business nature of the Group’s major operating subsidiaries, the scale of 
operation of members of the Group and the new control procedures and policies adopted by the Group 
following the recommendations by the Independent Auditor as mentioned above, the Independent 
Auditor considers that the control system of the Group is generally appropriate and effective.

Review of enhancement work implemented

Regarding the recommendations put forward by the Audit Committee to the Board to enhance the internal 
control systems of the Group as mentioned above, the Independent Auditor has assessed the enhancement 
procedures adopted by the Group and has come to the findings and conclusions as follows:

(i) for the purpose of enhancing the control by the Board on the operating subsidiaries, an internal 
policy prepared by the Directors has been issued to the directors and senior management of all 
subsidiaries, which sets out clearly the scope and limitation of autonomy of the subsidiaries’ 
management and standardises the reporting system of each operating subsidiary to the Board. 
The policy also serves as a guideline to monitor the subsidiaries’ operation in areas including 
the acquisition and disposal of assets, cash receipt and payment, execution of material contracts, 
engagement in new business operation, opening new bank account and employment of key 
management staff;
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(ii) for the purpose of strengthening the reporting procedure of the operating subsidiaries, an internal 
policy from the Directors has been issued to the directors and senior management of all subsidiaries, 
which sets out clearly the duties and responsibilities of the directors and management of the 
subsidiaries and their regular reporting obligations. The policy has classified the Group’s business 
in different segments and designated each to their respective responsible director. It also stipulates 
the requirement of monthly submission of financial statements to the Board.

(iii) for the purpose of providing appropriate trainings to the staff of the Group, the Directors have 
issued an internal policy to all staff regarding the implementation of the internal control procedures 
and other measures. The directors of all the subsidiaries are requested to hold regular meetings 
or communications with all staff in respect of the internal control matters.

The Independent Auditor is generally satisfied with the enhancement procedures adopted and implemented 
by the management of the Company as recommended by the Audit Committee.

By order of the Board
New Times Group Holdings Limited

Cheng Kam Chiu, Stewart
Executive Director
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