In spite of the above concern, the Board is optimistic about the
results of the Group for the current financial year barring any

unforeseen circumstance.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied with the
applicable code provisions of the Code on Corporate Governance
Practices as set out in Appendix 14 of the Listing Rules throughout
the 6 months ended 30 September 2005, except for the following

deviations:

Code Provision A.2.1 stipulates that the roles of chairman and
chief executive officer ("CEO") should be separate and should not be
performed by the same individual. The Company does not have a
separate Chairman and CEO and Mr. Chan Sik Ming, Harry currently
holds both positions. The Board believes that vesting the roles of
both Chairman and CEO in the same person ensures consistent
leadership within the Group and enables more effective and efficient
planning of long-term strategies and implementation of business
plans. The Board believes that the balance of power and authority
will not be impaired and is adequately ensured by an effective Board
which comprises experienced and high calibre individuals with a
sufficient number thereof being independent non-executive
directors (“INED(s)").

Code Provision A.4.1 stipulates that non-executive directors should
be appointed for a specific term, subject to re-election. The INEDs of
the Company do not have a specific term of appointment, but
subject to retirement by rotation and re-election in accordance with

the relevant provisions of the Company’s Bye-laws.

Code Provision B.1.1 stipulates that the Company should establish
a Remuneration Committee with specific written terms of reference
which deal clearly with its authority and duties. The Company has
not established a Remuneration Committee during the current period
as the directors’ and senior management'’s remuneration was not

due for review during the current period.
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On 22 December 2005, the Board has approved to set up a
Remuneration Committee comprising the existing three INEDs and
two executive directors, and also the specific written terms of
reference of the Remuneration Committee in accordance with Rule

B.1.3 in Appendix 14 of the Listing Rules.

DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

At 30 September 2005, the interests and short positions of the
directors in the shares and underlying shares of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SF0")), as recorded in the
register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
the “Model Code for Securities Transactions by Directors of Listed

Issuers”, were as follows:

Long position in ordinary shares of the Company
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Company'’s issued

Directly Beneficiary share capital
Name of director beneficially owned of a trust Total AR DTEE®IT
EEnA EREHEES FEZa &ast REZBZL
Chan Sik Ming, Harry 34,480,000 63,933,417* 98,413,417 21.12

BR#5 87

Chan Sik Ming, Harry and his family are the objects of a discretionary
trust, which has appointed Earnwell Limited as its trustee. At 30
September 2005, Earnwell Limited held 63,933,417 shares
representing approximately 13.72% of the issued share capital of the

Company.
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