Corporate Governance Report

CORPORATE GOVERNANCE PRACTICE

The board of directors of the Company (the “Board”) considers
that good corporate governance is essential for enhancing
accountability and transparency of a company to the investing
public and other stakeholders. Therefore, the Company commits
to maintain high standard corporate governance practices and
has complied with the code provisions set out in the Code on
Corporate Governance Practices (the “CG Code”) contained in
Appendix 14 to the Listing Rules throughout the year ended
31 December 2006 except for the deviations described in this
Corporate Governance Report.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Listing Rules as its own code of
conduct regarding the directors’ securities transaction. Having
made specific enquiry, all directors confirmed that they fully
complied with the Model Code throughout the year.

BOARD OF DIRECTORS

The Board is vested with the key roles of formulating the Group'’s
corporate strategic directions and policies; monitoring the
financial performance and internal control system of the Group
and overseeing the performance of management, who is
delegated with the responsibilities of executing the Board's
decision and in-charging day-to-day operation. In discharging its
responsibilities, the Board meets regularly and acts in good faith,
with due diligence and care.

The directors acknowledge their responsibility for preparing the
financial statements of the Company.
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The Board comprises three executive directors and three
independent non-executive directors, the biographies of whose
are set out on pages 11 to 12 of this annual report. All the
directors are high caliber executive with diversified industry
expertise and bring a wide range of skills and experience to the
Group. The composition of the Board and their respective
attendance in the Board meetings and other committee meetings
during the year ended 31 December 2006 are as follows:
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No. of meetings attended/held

BHE SEBTEREE
Regular Audit Remuneration
full board Committee Committee
meetings meetings meetings
EH2E ERZEE® FMEES
ExgEeR 28 23
Executive directors HITEF
Leung Wai Ho (Chairman) RER (£E) 4/4
Wong Chung Shun (Deputy Chairman) = 1{hi# (8% &) 4/4
Ha Kee Choy, Eugene BEAS 4/4 11
Independent non-executive directors BUFHTEF
Chui Chi Yun, Robert EHC 4/4 2/2 11
Lam Kwok Cheong MBI & 4/4 2/2 1/1
Lai Wing Leung, Peter Bk R 4/4 2/2
Chairman and Chief Executive Officer FEMATERARE

The chairman of the Board is Mr. Leung Wai Ho whilst Mr. Wong
Chung Shun, the deputy chairman of the Company, takes the
role of chief executive officer and their roles are segregated.

Non-executive Directors

None of the non-executive directors of the Company is appointed
for specific term which is deviated from Code A.4.1 of the CG
Code. However, as the directors are subject to the retirement by
rotation provisions under the bye-laws of the Company, the
Company considers that sufficient measures have been in place
to ensure that the Company’s corporate governance practices
are no less exacting than the CG Code.
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Audit Committee

The Audit Committee comprises three independent non-executive
directors of the Company, namely, Mr. Chui Chi Yun, Robert
(Committee Chairman), Mr. Lam Kwok Cheong and Mr. Lai Wing
Leung, Peter. The main role and functions of the Audit Committee
are to review the financial information of the Company, to oversee
the Company'’s financial reporting system and internal control
procedure and maintain relations with the auditors of the
Company.

In the year 2006, the Audit Committee held two meetings, during
which the annual results of the Group for the year ended 31
December 2005 was reviewed with the auditors of the Company
and the interim results of the Group for the six months ended 30
June 2006 was discussed.

Remuneration Committee

The Remuneration Committee of the Company was set up with
key responsibilities of recommending the policy and structure for
remuneration of directors and senior management and
determining the remuneration package of executive directors and
senior management.

The Remuneration Committee composed of Mr. Ha Kee Choy,
Eugene (Committee Chairman), Mr. Chui Chi Yun, Robert and
Mr. Lam Kwok Cheong. The committee member met once in the
year ended 31 December 2006 for discussing the remuneration
package of the directors and senior management for the year
2007.

Nomination of Directors

The Board will meet to discuss when nomination of new director(s)
is received or when circumstances requires. In considering the
suitability of a candidate for directorship, the Board will take into
account the candidate’s qualification, experience, expertise and
knowledge as well as the prevailing composition, structure and
size of the Board and the requirements under the Listing Rules.
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INTERNAL CONTROLS

The Board acknowledges that an effective internal control system
which is designed to monitor and response appropriately to
significant risk, to safeguard assets, to provide reasonable
assurance from fraud and errors and to ensure compliance of
applicable law and regulations is essential for effective and
efficient operations of a company. Furthermore, the internal
control system is designed to manage rather than eliminate the
risk of failure and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Group has in place an effective internal control system which
encompasses sound control environment, appropriate segregation
of duties, close monitoring and is reviewed and enhanced by the
management at regular intervals.

The Board, with the assistance of the management, has conducted
a review on the effectiveness of the internal control system and,
in particular, two key business cycles of the key business segment
were reviewed for the year ended 31 December 2006. Based on
the report on the findings which include recommendations for
further improvement, the directors were satisfied that the Group
has operated an effective internal control system during the year
under review.

AUDITORS' REMUNERATION

During the year ended 31 December 2006, remuneration in
respect of audit and non-audit services provided by Messrs.
Moores Rowland Mazars, the auditors of the Company, to the
Group are HK$800,000 and HK$30,000 respectively.
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