The Group encourages two-way communications with our stakeholders. To ensure a timely delivery of corporate
messages, we have established various channels for external communications. We welcome your suggestions and
opinions, and endeavour to improve our transparency and communication with our shareholders.
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The Company has always committed to a high standard of corporate
governance practices. Great effort has been made to comply with the code
provisions set out in the Code on Corporate Governance Practices (‘CG Code”)
contained in Appendix 14 of the Rules Governing the Listing of Securities
("Listing Rules”) on the Stock Exchange of Hong Kong Limited (“SEHK").

Internal Controls & Risk Management

The Board of Directors and Management emphasise the need to maintain
a sound and effective system of internal controls and risk management to
safeguard shareholders’ investment and the Company’s assets.

During the year, the Company has initiated a project to review the internal
control. The Company has engaged the external professional advisers to assist
in conducting a gap analysis with reference to the COSO (The Committee
of Sponsoring Organisations of the Treadway Commission, 1994) internal
control framework, in order to assess the internal control system against
the five elements of control environment, risk assessment, control activities,
communication and monitoring. The Company has also been supported in
carrying out the high level risk assessment review on its operations in Hong
Kong and its associated key processes and sub-processes. The Company has
performed a review on the strategic management, core business and resource
management processes along with the high level risk control testing. The review
covered all material controls, including financial, operational and compliance
controls as well as risk management functions of the Company. Based on the
results of the review, the Board is satisfied that the internal control and risk
management system of the Company is both adequate and effective. The
Company will continue to place great emphasis on the need for good corporate
governance and an effective internal control and risk management system in the

years to come.
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Board of Directors

The Company is led and controlled through the Board of Directors, which is
constituted by 2 Executive Directors, 8 Non-executive Directors, including
the Chairman of the Board, and 3 Independent Non-executive Directors. The
3 Independent Non-executive Directors have all confirmed in writing to the
Company that they meet all the guidelines for assessing independence set out
in Rule 3.13 of the Listing Rules.

The Board oversees the overall management and operations of the Company.
Major responsibilities include approving the Company’s overall business,
financial and technical strategies, setting key performance targets, approving
budgets and major expenditures, supervising and scrutinising the performance

of management.

There is no service contract between the Company and the Non-executive
Directors and Independent Non-executive Directors. They have no fixed term
of service with the Company but will be subject to rotational retirement and re-
election requirement at annual general meetings pursuant to Article 100 of the
Articles of Association of the Company. Pursuant to that Article, about one half
of the Directors shall retire but may be eligible for re-election at each annual

general meeting.

The Board has adopted the Model Code set out in Appendix 10 of the Listing

Rules and the Directors have fully complied with it.

The emolument payable to Directors is determined by the Board with reference

to the Directors’ duties and responsibilities.
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Meetings

Pursuant to relevant provisions of the Articles of the Company, the Board meets

regularly for at least four times a year, i.e. at approximately quarterly intervals. In

addition, special meetings of the Board will be convened if the situation requires

so. During the calendar year of 2006, the Board convened a total of six times and

the attendance of the Directors are tabulated as follows:

L

REARDEENEBIG EESASFARRIMOR
EREHE BEANEERE R - 1IN EEFTER
FEORENEHE KRBT FREFH EFgaH

BRNREE  EENHFERIIRNOT

Number of meetings

held while Number of
being a director meetings
FRESR attended
Name & BEHENERIHE HESERE
Chairman E
Dr. LEE Nai Shee, Harry, 58S, JP. ATyt - SBS, IR 6 6
Non-Executive Directors FHTES
Mr. Hubert CHAK LS 6 6
Dr. CHEUNG Yiu Sing SRIBAKIE L 6 6
Mr. Alistair CURRIE Alistair CURRIE £ 4 6 4
Mr. LAU Kam Kuen, David R erERE 6 4
Mr. LO Sze Wai, Albert EVNHETAE 6 5
Mr. NG Chik Sum, Jackson REREE 6 4
Mr. YING Tze Man, Kenneth BF XA 6 4
Independent Non-Executive Directors BYAHEHITES
Mr. HO Lap Kee, Sunny sz E kA4 6 3
Mr. WONG Tin Yau, Kelvin PN b 6 3
Mr. YUEN Kam Ho, George ReERE
Date of appointment: 28/11/2006 ZERR : —FEENF+—HZ+/TH 0 0
Executive Directors HITES
Mr. YUE Kwok Hung, Justin (Chief Executive Officer) RS (T84 E) 6 6
Mr. KO Kai Wai, Kelvin (Deputy Chief Executive Officer) #4554 (BI7 T A87)
Date of appointment: 03/11/2006 ZHARR : —FEENF+—H=H 1 1
Directors resigned during 2006 —EERFHERENES
Dr. FONG Ching, Eddy 7 EiEE
resigned as an Independent Non-executive R-CFEENF+HZ1TH
Director on 20/10/2006 BEBUINITEF 5 4
Ms. CHUNG Shun Kwan, Emily k2 Ch g
resigned as an Executive Director R-ZBENF+—H=H 5 5
on 03/11/2006 BEHTTEF
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Directors’ and Auditors’ Responsibilities for
the Accounts

The management provides the explanation and information to the Board to
facilitate an informed assessment of the financial and other information put

before the Board for approval.

The Directors acknowledge their responsibility to prepare the financial
statements that give a true and fair view of the state of affairs of the Group.
Meanwhile, the Directors are responsible for ensuring that appropriate
accounting policies are selected and applied consistently; and that judgements
and estimates made are prudent and reasonable. In preparing the financial
statements for the year ended 31 December 2006, the accounting principles
generally accepted in Hong Kong have been adopted and the requirements of
the Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the applicable laws were complied with.

The Board was not aware of any material uncertainties relating to events or conditions
that might cast significant doubt upon the Group’s ability to continue as going concem.
The Board has prepared the financial statements on a going concern basis.

The reporting responsibilities of external auditors of the Group are disclosed in
"Report of the Auditors”.
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Committees of the Board

The Board has established the following committees: the Audit Committee, the

Remuneration Committee and the Nomination Committee.

Audit Committee
The Audit Committee consists of 3 Non-executive Directors; 2 of them are
Independent Non-executive Directors.

. Mr. WONG Tin Yau, Kelvin (appointed as the Chairman on 28/11/2006)

o Mr. Hubert CHAK

° Mr. YUEN Kam Ho, George (appointed on 28/11/2006)

o Dr. FONG Ching, Eddy, SBS. J.P. (resigned as a member and the Chairman on
20/10/2006)

The Audit Committee oversees the overall financial reporting process as well as
the adequacy and effectiveness of the Company’s internal control. In addition, it
is responsible for making recommendations to the Board for the appointment,
reappointment or removal of the external auditor. It also reviews and monitors
the external auditor’s independence and objectivity as well as the effectiveness
of the audit process to make sure that it is in full compliance with applicable
standards.

Report of Audit Committee

In 2006, the Audit Committee met four times. In addition to reviewing and
approving the various audit plans and audit reports prepared by the Internal
Audit Department of the Company, it has also reviewed the interim and annual
financial reports of the Company.

Auditors’ Remuneration
During 2006, the audit and non-audit fees payable/paid to KPMG was made up
of an audit fee of HK$0.6 million (2005: HK$0.4 million) and a non-audit related
service fee of HK$0.3 million (2005: HK$1.2 million). The latter included taxation
service and professional service, and the 2005 figure also included services for
the issuance of new shares.
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Committees of the Board (continued)

Remuneration Committee
The Remuneration Committee consists of 3 Non-executive Directors; 2 of them

are Independent Non-executive Directors.

. Mr. WONG Tin Yau, Kelvin (Chairman)
° Dr. LEE Nai Shee, Harry, SBS. JP.
° Mr. HO Lap Kee, Sunny

The Remuneration Committee is responsible for making recommendations
to the Board on the Company’s policy and structure for all remuneration of

Directors and senior management.

The remuneration of Directors is determined by the Board based on the advice
of the Remuneration Committee with reference to their responsibilities with the
Company. During the year, the Remuneration Committee convened two times
and made recommendations to the Board regarding the remuneration policy of

the Company.
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Committees of the Board (continued)

Nomination Committee
The Nomination Committee consists of 3 Non-executive Directors; 2 of them are
Independent Non-executive Directors.

° Mr. HO Lap Kee, Sunny (Chairman)

° Dr. LEE Nai Shee, Harry, SBS. JP.

° Mr. YUEN Kam Ho, George (appointed on 28/11/2006)

. Dr. FONG Ching, Eddy, SBS., J.P. (resigned on 20/10/2006)

The main duty of the Nomination Committee is to review the structure, size and
composition of the Board and to select suitable Board members.

The selection of individuals to become Directors is based on assessment of their
professional qualifications and experience. During the year, the Nomination
Committee met two times to discuss matters related to the appointment of
Board members.
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