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CORPORATE GOVERNANCE PRACTICES

The board of directors of the Company (the “Board”) is
committed to maintaining high standards of corporate
governance. It believes that high standards of corporate
governance provide a framework and solid foundation for
the Group to manage business risks, enhance transparency,
maintain high standards of accountability and protect
shareholders’ interest in general. The Company has applied
the principles and complied with all the applicable code
provisions of the Code on Corporate Governance Practices
(“Code") as set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”) for the year ended 31st
December, 2005, save for the deviations discussed below.
The board will continuously review and improve the
corporate governance practices and standards of the
Company to ensure that business activities and decision
making processes are regulated in a proper and prudent

manner.

DIRECTORS’ SECURITIES TRANSACTIONS

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 for securities
transactions. None of the directors is aware of any
information that would reasonably indicate that the
Company or any of its directors is not or was not in
compliance with the Code and upon specific enquiry of
all directors, the directors confirmed that they have
complied with the Model Code for any part of the period
ended 31st December, 2005. The Model Code also applies

to other specified senior management of the Group.
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BOARD OF DIRECTORS

The board of directors of the Company comprises:
Mr. Hui King Chun, Andrew
Mr. Yau Chau Min, Paul

Executive Directors:

Mr. Hui Bin Long
Mr. Li Chun Ren
Mr. Zhou Jin

Mr. Wang Feng Wu

Independent
Non-Executive Directors: Mr. Lam Ping Cheung, Andrew
Mr. Ng Chi Yeung, Simon
Mr. Tam Yuk Sang, Sammy

The Board comprises of six executive directors and three
independent non-executive directors. One of the
independent non-executive directors possesses appropriate
professional accounting qualifications and financial
management expertise. Biographical details of the directors
are set out in the section of Directors and Senior

Management Profiles on pages 26 to 30.

The main focus of the Board is on the formulation of
overall strategies and policies of the Group. The Board
also monitors the financial performance and the internal

controls of the Group’s business operations.

The independent non-executive directors are from
professional background with a broad range of expertise
and experience in the fields of accounting, finance, legal
and business. Their skills and expertise ensure strong
independent views and judgment in the Board. They also
serve important function of ensuring and monitoring the
basis for an effective corporate governance framework.
The Board considers that each independent non-executive
director is independent in character and judgment and
that they all meet the independence criteria as set out

under the guidelines by the Listing Rules.
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The number of full board meetings and committee meeting

attended by each director during the year is as follows:

Board Meetings
Exge3

12/12

12/12

4/12

4/12

4/12

4/12

3/12

3/12

3/12

Remuneration

Committee

FHEES

1M

N/A
i H
N/A
3 A
N/A
58
N/A
A iE H
N/A
i A

17

Al

11

Attendance rate

R

100%

100%

33%

33%

33%

33%

31%

31%

31%

The directors acknowledge their responsibilities for the

preparation of the financial statements of the Group.
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CHAIRMAN AND MANAGING DIRECTOR

Mr. Hui King Chun, Andrew is the founder and chairman
of the Group. The Company does not at present have any
officer with the title “chief executive officer” and Mr. Hui
has assumed the role of both Chairman and Managing
director since the establishment of the Company, and is in
charge of the overall management of the Company. The
Board intend to maintain this structure for the time being
as it believes that this structure can ensure efficient and
effective formulation and implementation of business
strategies without compromising the balance of power
and authority between the directors and management of
the Company. (Code Provision A.2.1)

RE-ELECTION OF DIRECTORS

In accordance with the Bye-laws of the Company, one-
third of the executive directors, other than the Chairman,
of the Company is subject to his re-appointment by the
Company at general meeting upon retirement by rotation.
Pursuant to the relevant provision in the Bye-laws of the
Company, the appointment of directors is considered by
the Board and they must stand for election by shareholders
at the annual general meeting following their appointment
and must, except for the Chairman, stand for re-election
by shareholders. In the spirit of good corporate governance
practices, the Chairman had voluntarily retired from his
office and offered himself for re-election at the coming
annual general meeting notwithstanding that he is not
required to do so by the Bye-laws. In addition, the directors
has proposed to amend the Bye-laws that every director
(including the Chairman) will be subject to retirement by
rotation at least once every three years which is to be
approved by shareholders at the coming annual general
meeting.
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AUDIT COMMITTEE

The Audit Committee was established in 1998 to review
and supervise the financial reporting process and internal
controls of the Company. The Audit Committee comprises
three independent non-executive directors and one of
whom possesses the appropriate business and financial
experience and skills to understand the accounts of the
Group. The Committee is chaired by Mr. Ng Chi Yeung,
Simon and other members are Mr. Lam Ping Cheung,
Andrew and Mr. Tam Yuk Sang, Sammy.

The Group's financial statements for the year ended 31st
2005 have been reviewed by the Audit
Committee, who is of opinion that such statements comply

December,

with applicable accounting standard and legal
requirements, and that adequate disclosures have been

made.

The meetings of the Audit Committee are held not less
than twice a year to review and discuss the interim and
annual financial statements respectively. Additional
meetings may also be held by the Committee from time
to time to discuss special projects or other issues, which
the Committee considers necessary.

The attendance record of the Audit Committee meetings
is as follows:

Number of

meetings attended Attendance rate

HESERE H R
212 100%
2/2 100%
212 100%
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Under its terms of reference, which were prepared and
adopted with reference to the Code and “A Guide for the
Formation of an Audit Committee” published by the Hong
Kong Institute of Certified Public Accountants, the Audit
Committee is required, amongst other things, to oversee
the relationship with the external auditors, to review the
Group’s interim and annual results, to review the scope,
extent and effectiveness of internal control of the Group,
to review accounting policies and practices adopted by
the Group, to engage independent legal or other advisers

as it determines is necessary and to perform investigations.

REMUNERATION COMMITTEE

The Remuneration Committee includes the executive
director, Mr. Hui King Chun, Andrew, and three
independent non-executive directors, Mr. Lam Ping
Cheung, Andrew, Mr. Ng Chi Yeung, Simon, Mr. Tam Yuk
Sang, Sammy. The Remuneration Committee has adopted
terms of reference, which are in line with the Corporate
Governance Code.

AUDIT REMUNERATION
For the year ended 31st December, 2005, the total

remuneration of the Group’s auditors for statutory audit
services is HK$963,000. They also provided non-audit
services to the Group, which were considered as

insignificant assignments.

INVESTOR RELATIONS AND
COMMUNICATION WITH SHAREHOLDERS

The Company establishes different communication channels
with shareholders and investors: (i) dispatching printed
copies of corporate communication documents to
shareholders; (ii) the annual general meeting provides a
forum for shareholders to raise comments and exchange
views with the Board, (iii) regular press conferences and
meetings with investors, shareholders and analysts are set
up from time to time on updated information of the Group,
and (iv) the Company’s Registrars serve the shareholders

respecting all share registration matters.



