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Corporate Governance Practices

The Company is committed to the establishment of a good

standard of corporate governance practices by emphasizing

transparenc y, accountabil ity and responsibi l ity to our

shareholders.

Code on Corporate Governance Practices

The Company has, throughout the year ended 30th June 2006,

complied with the Code Provisions on the Code on Corporate

Governance Practices (the “Code”) set out in Appendix 14 to the

Listing Rules except for the code provision A.2.1 of the Code for

the separation of the roles of Chairman and Chief Executive

Officer (“CEO”) as described in the following.

The Company does not at present have any officer holding the

position of CEO.  Mr Lam Shiu Ming, Daneil is the founder and

Chairman of the Company and has also carried out the

responsibilities of CEO. Mr Lam possesses the essential leadership

skills to manage the Board and extensive knowledge in the

business of the Group. The Board considers the present structure

to be more suitable to the Company because it can promote the

efficient formulation and implementation of the Company’s

strategies.

14

A.2.1
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The Board

Duties and composition of the Board

The Board is collectively responsible for the oversight of the

management of business, strategic decisions and financial

per formance of the Group for the best interests of the

shareholders. The Board has delegated the day-to-day

management power of the Group to the Executive Directors and

the senior management of the Company. The Board reviews its

arrangement on delegation of responsibilities and authority

regularly to ensure that such delegations are appropriate in view

of the Company’s prevailing circumstances.

The following matters (including changes to any such matters)

are reserved for the approval by the Board:

(a) any matter determined by the Board to be material

involving any conflict of interest for a substantial

shareholder of the Company or a Director;

(b) any matter relating to the formulation of the Company’s

strategies and directions including:

(i) policies relating to the overall strategic direction

and strategic plans of the Company;

(ii) policies relating to key business and financial

objectives of the Company ;

(iii) policies relating to the declaration of dividend;

and

(iv) the enter ing into  of  contrac ts  involv ing

acquisitions, investments, disposal of assets or any

significant capital expenditure which are deemed

to be material by the Board.

(a)

(b)

(i)

(ii)

(iii)

(iv)
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The Board (Continued)

Duties and composition of the Board (Continued)

(c) financial controls, compliance and risk management:

(i) the approval of annual operating and capital

expenditure budgets for the Company;

(ii) the approval  of  the Company ’s  f inancia l

statements and published reports;

(iii) the establishment and review of the effectiveness

of the Company’s systems of internal control and

risk management process; and

(iv) the adoption of, or approval for any significant

changes in, accounting policies or procedures of

the Company and its subsidiaries.

(d) changes to the Company’s capital structure, including

reductions of share capital, share buy-backs or issue of

new securities, other than in accordance with the terms

of the share option scheme(s) or other incentive schemes

adopted by the Company from time to time;

(e) major appointments and removal:

(i) appointments to the Board, taking into account

any recommendations of  the Nomination

Committee;

(ii) the appointment of the Chairman;

(iii) recommendation to the shareholders on the

appointment or removal of external auditors after

taking into consideration the recommendations

of the Audit Committee; and

(iv) the appointment or removal of the Company

Secretary.

(c)

(i)

(ii)

(iii)

(iv)

(d)

(e)

(i)

(ii)

(iii)

(iv)
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The Board (Continued)

Duties and composition of the Board (Continued)

(f ) delegation of authority:

(i) changes to terms of reference or membership of

any committee of the Board;

(ii) changes to the authority delegated to the

Chairman and the senior management; and

(iii) matters which exceed the authority delegated to

the Chairman and the senior management.

(g) the adoption, review and approval of changes to the

Corporate Governance Practice Manual of the Company,

the Code of Ethics and Securities Transactions applicable

to the Directors and senior management of the Group.

The Board currently comprises a total of six Directors, with three

Executive Directors and three Independent Non-executive

Directors. The names and biographies of the Directors are set out

on pages 17 and 18 of this annual report.

The Independent Non-executive Directors are all experienced

individuals, of whom two have accounting professional

qualification. Their mix of professional skills and experience is

beneficial to the Board to formulate the long-term business

strategies and monitor the operational and financial matters of

the Group.

The Company has received, from each of the Independent Non-

executive Directors, an annual confirmation of his independence

pursuant to Rule 3.13 of the Listing Rules. The Company considers

al l  of  the Independent Non-executive Directors to be

independent.

The Company has arranged for appropriate liability insurance to

cover the liabilities of the Directors that may arise out of the

corporate activities. The insurance coverage is reviewed on an

annual basis.

(f)

(i)

(ii)

(iii)

(g)

17 18

3.13
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The Board (Continued)

Appointment and re-election

To comply with the code provision A.4.1 of the Code, the

Company has received, from each of the Independent Non-

executive Directors, a confirmation of his appointment for a

specific term of three years with effect from 25th November 2005,

the date of the last annual general meeting of the Company.

To comply with the code provision A.4.2 of the Code, a special

resolution amending the bye-laws of the Company (the “Bye-

law(s)”) was proposed and approved by the shareholders at the

last annual general meeting of the Company held on 25th

November 2005 whereby any director so appointed by the Board

shall hold office only until the first general meeting of the

Company after his or her appointment (in the case of filling a

casual vacancy) or until the next following annual general

meeting of Company (in the case of an addition to the Board),

and shall then be eligible for re-election at that meeting.

All Directors are subject to retirement by rotation at least every

three years and re-election in accordance with the provision of

the Listing Rules and the Bye-laws. At least one-third of Directors

shall retire from office every year at the Company’s annual general

meeting.

Mr Lam Shiu Ming, Daneil, Ms Chiu Suet Ying and Mr Ma Ting Hung

will retire by rotation and, being eligible, will offer themselves

for re-election at the forthcoming annual general meeting of the

Company.

A.4.1.

A.4.2.
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The Board (Continued)

Board meetings

Each year, the Board normally held four regular board meetings

at approximately quarterly interval. 12 board meetings were

convened during the year ended 30th June 2006 and the

attendances of individual Directors at these meetings are set out

as follows:

Attendance

Executive Directors

Mr Lam Shiu Ming, Daneil (Chairman) 12/12

Ms Chiu Suet Ying 9/12

Mr Yeung Kim Piu 9/12

Independent Non-executive Directors

Mr Ng Kwok Tung 11/12

Mr Chiu Shin Koi 11/12

Mr Ma Ting Hung 9/12

Board Committees

The Board has established a Remuneration Committee,

Nomination Committee and an Audit Committee.

Remuneration Committee

A Remuneration Committee with specific written terms of

reference was established by the Company on 15th July 2005.

The Remuneration Committee currently comprises three

Independent Non-executive Directors, namely Mr Ma Ting Hung

(as Chairman), Mr Ng Kwok Tung and Mr Chiu Shin Koi, and two

Executive Directors, namely, Mr Lam Shiu Ming, Daneil and Ms

Chiu Suet Ying. The terms of reference of the Remuneration

Committee are available on the Company’s website.

The principal duties of the Remuneration Committee include

making recommendations to the Board on the remuneration

policy and structure of the Directors and senior management and

reviewing the specific remuneration package of all Executive

Directors and senior management from time to time.

12/12

9/12

9/12

11/12

11/12

9/12
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Board Committees (Continued)

Remuneration Committee (Continued)

The main principles of the Group’s remuneration policies are:

(a) no Director should be involved in deciding his or her own

remuneration;

(b) remuneration should be determined by taking into

consideration factors such as salaries paid by comparable

companies, time commitment, levels of responsibilities,

employment conditions elsewhere in the Group and

desirability of performance-based remuneration; and

(c) performance-based remuneration should be reviewed

and approved by reference to corporate goal and

objectives resolved by the Board from time to time.

One committee meeting was convened during the year ended

30th June 2006 and the attendance of each committee member

is set out as follows:

Attendance

Independent Non-executive Directors

Mr Ma Ting Hung (Chairman) 1/1

Mr Ng Kwok Tung 1/1

Mr Chiu Shin Koi 1/1

Executive Directors

Mr Lam Shiu Ming, Daneil 1/1

Ms Chiu Suet Ying 1/1

The Remuneration Committee has reviewed and discussed the

remuneration of the Directors and senior management. The

Committee has also approved the remuneration and the

discretionary bonuses of the Executive Directors by reference to

their respective levels of responsibilities and performance,

industry benchmarks, prevailing marketing conditions and

Group’s financial performance and delegated the Executive

Directors to determine and formulate the remuneration policy

for the senior management of the Group. No Director is involved

in deciding his or her own remuneration.

(a)

(b)

(c)

1/1

1/1

1/1

1/1

1/1
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Board Committees (Continued)

Nomination Committee

A Nomination Committee with specific written terms of reference

was established by the Company on 15th July 2005. The

Nomination Committee currently comprises three Independent

Non-executive Directors, namely Mr Chiu Shin Koi (as Chairman),

Mr Ng Kwok Tung and Mr Ma Ting Hung, and two Executive

Directors, namely, Mr Lam Shiu Ming, Daneil and Ms Chiu Suet

Ying. The terms of reference of the Nomination Committee are

available on the Company’s website.

The principal duties of the Nomination Committee include

reviewing the structure, size and composition of the Board on a

regular basis and making recommendations to the Board

regarding any proposed changes.

The Nomination Committee did not hold any meeting during the

year ended 30th June 2006.

Audit Committee

The Company established an Audit Committee on 11th October

1999. The written terms of reference which describe the authority

and duties of the Audit Committee were prepared and adopted

with reference to “A Guide for Effective Audit Committee”

published by the Hong Kong Institute of Certified Public

Accountants and in accordance with the Code. The terms of

reference of the Audit Committee are available on the Company’s

website.

The Audit Committee is responsible for the appointment of

external auditors, review of the Group’s financial information and

oversight of the Group’s financial and accounting practices,

internal control and risk management. It is also responsible for

reviewing the interim and final results of the Group.

The audited financial statements for the year ended 30th June

2006 have been reviewed by the Audit Committee.
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Board Committees (Continued)

Audit Committee (Continued)

Three committee meetings were convened during the year ended

30th June 2006 and the attendances of the each committee

member at these meetings are set out as follows:

Attendance

Independent Non-Executive Directors

Mr Ng Kwok Tung (Chairman) 3/3

Mr Ma Ting Hung 3/3

Mr Chiu Shin Koi 3/3

The Audit Committee has reviewed the terms of engagement of

the external auditors, the revised accounting standards, the

financial year 2005/2006 interim financial report and annual

financial statements. The Audit Committee also reviewed the

internal control systems and met with the external auditors to

discuss with them the nature and scope of the audit and

reporting obligation prior to the commencement of the audit.

Internal Control

The Directors have the overall responsibility for internal control

and sets appropriate policies. The Board, through the Audit

Committee, has reviewed the effectiveness of the Group’s system

of internal control.

The system of internal control aims to help achieving the Group’s

business objectives, effective and efficient operations,

safeguarding assets and maintaining proper accounting records

for provision of reliable financial information. The design of

system is to provide reasonable, but not absolute, assurance

against material misstatement in the financial statement or loss

of assets and to manage rather than eliminate all risks of failure

in the Group’s operational systems and in the achievement of

the Group’s business objectives. No material suspected frauds and

irregularities, internal control deficiencies or infringement of

relevant regulations and rules have come to the attention of

Board to cause the Board to believe that the system of internal

control is inadequate.

3/3

3/3

3/3
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Direc tors’ Responsibil ity for Financial
Reporting

The Directors acknowledge their responsibilities for the

preparation of the financial statements of the Group and ensure

that the financial statements of the Group for the year ended

30th June 2006 have been prepared in accordance with Hong

Kong Financial Reporting Standards and Hong Kong Accounting

Standard and Interpretations issued by the Hong Kong Institute

of Certified Public Accountants, accounting principles generally

accepted in Hong Kong and disclosure requirements of the Hong

Kong Companies Ordinance.

The statement  of  ex ternal  auditors  of  the Company,

PricewaterhouseCoopers, about their reporting responsibilities

on the consolidated financial statements of the Group is set in

the Auditors’ Report on pages 40 and 41 of this annual report.

Auditors’ Remuneration

PricewaterhouseCoopers was appointed as the external auditors

of the Company by the shareholders at the last annual general

meeting of the Company. For the year ended 30th June 2006, the

remuneration paid to PricewaterhouseCoopers is set out as

follows:

Services rendered Fees paid/payable

HK$’000

Audit services 600

Non-audit services 50

650

Model Code for Securities Transactions by
Directors

During the year ended 30th June 2006, the Company has adopted

the Model Code for Securities Transactions by Directors of Listed

Issuers (the “Model Code”) as set out in Appendix 10 to the Listing

Rules as the code for dealing in securities of the Company by the

Directors. Having made specific enquiry, all the Directors

confirmed that they have complied with the Model Code

throughout the year.

40 41

10


