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CORPORATE GOVERNANCE

The Company has complied with the code provisions set
out in the Code on Corporate Governance Practices (the
“Code Provision”) contained in Appendix 14 of the Listing
Rules throughout six months ended 30 September 2005,
except for the following deviations:

1. Code Provision A.4.2 stipulates that all directors
appointed to fill causal vacancy should be subject
to election by shareholders at the first general
meeting after their appointment and that every
director, including those appointed for a specific
term, should be subject to retirement by rotation at
least once every three years. The Bye-laws of the
Company states that the Chairman of the Board and/
or the Managing Director of the Company shall not
be subject to retirement by rotation and any director
appointed to fill a casual vacancy on the Board shall
hold office only until the next following annual
general meeting of the Company and shall then be
eligible for re-election at that meeting. In accordance
with the Bye-laws of the Company, Dr. Lam Man
Chan, the chairman of the Company did not retire
by rotation at the 2005 Annual General Meeting. To
ensure consistency with the Code Provision A.4.2,
the Board plans to amend the Bye-laws of the
Company to effect that all directors will be subject
to retirement by rotation and that all directors
appointed to fill a casual vacancy shall be subject
to election by shareholders at the first general
meeting after their appointment. Such amendment
will be proposed at the Annual General Meeting in
2006 for approval by the shareholders.

2. 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 at present
have any officer holding the position of CEO. Dr.
Lam Man Chan is the founder and chairman of the
Company and has also carried out the
responsibilities of CEO. Dr. Lam possesses the
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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. However, the Board
may consider separating the roles of the chairman
and the CEO if the Board considers appropriate.

3. As set out in 2005 Annual Report, the non-executive
directors of the Company were previously not
appointed for a specific term but were subject to
retirement by rotation and re-election at the
Company’s annual general meeting in accordance
with the Bye-laws of the Company. On 6 September
2005, the term of appointment of each of the non-
executive directors was changed to a specific term
of three years to comply with the Code Provision
A4

4. Code Provision B.1.1 states that a remuneration
committee should be established with specific
written terms of reference which deal clearly with its
authority and duties. On 6 September 2005, a
remuneration committee was established by the
Company. The committee comprises three
independent non-executive directors and one
executive director. The committee has adopted the
terms of the reference in line with those set out in
Appendix 14 of the Listing Rules.

AUDIT COMMITTEE

In compliance with the requirements of the Stock
Exchange, an Audit Committee comprising one non-
executive director and three independent non-executive
directors was formed. Reporting to the Board of the
Company, the Audit Committee is dedicated to the review
and supervision of the Group’s financial reporting process
and internal controls. The interim results for the six months
ended 30 September 2005 have been reviewed by the
Audit Committee.
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