The Group is committed to achieving high standards of corporate governance
which is crucial to the development of the Group and safeguard the interests
of the Company’s shareholders. To accomplish this, the Group has adopted
practices which meet the Code on Corporate Governance Practices (“Code”)
as set out in Appendix 14 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”). During the year,
the Company has complied with the Code except code provisions A.2.1, A.4.1
and E.1.2.

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 its own code for dealing in securities of the Company by
the directors. Having made specific enquiry of all directors, the Company
confirmed that all directors have complied with the required standard as set

out in the Model Code during the year ended 31 December 2005.

The Board of Directors comprises the executive Chairman, the non-executive
Honorary Chairman, the Managing Director, four Executive Directors and three
Independent Non-Executive Directors. The Board of Directors is principally
accountable to the shareholders and is responsible for the leadership and
control of the Group including overseeing the Group’s businesses, strategic
directions, financial performance, setting objectives and business development

plans, and monitoring the performance of the senior management.
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The Board of Directors meets regularly throughout the year to formulate overall
strategy, monitor business development as well as the financial performance
of the Group and has formal procedures on matters for consideration and
decision. The Board of Directors has delegated certain authorities to the senior
management for the day-to-day management of the Group’s operation. The
attendance of directors at the four full board meetings held in 2005 is as
follows:
Director Attendance
Executive Director

Mr. Yu Kam Kee, Lawrence B.B.S., M.B.E., J.P (Chairman)
Mr. Cheung Hon Kit (Managing Director)

Dr. Yap, Allan

Mr. Chan Pak Cheung, Natalis

Mr. Lui Siu Tsuen, Richard

Ms. Luk Yee Lin, Ellen
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Non-executive Director

Mr. Chan Yeuk Wai (Honorary Chairman) -

Independent Non-executive Director

Mr. Kwok Ka Lap, Alva 4
Mr. Sin Chi Fai 4
Mr. Wong King Lam, Joseph 4

Under the Code provision E.1.2, the chairman of the board should attend the
annual general meeting. The Chairman of the Board, Mr. Yu Kam Kee,
Lawrence was unable to attend the annual general meeting of the Company
held on 27 May 2005 as he was on business trip for other important business
engagement. However, the other executive director, present at the annual
general meeting who then took the chair of that meeting in accordance with
Bye-Law 68 of the Bye-Laws of the Company, and the member of the Audit

Committee were present at that annual general meeting.
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The Company has received the annual confirmation of independence from
each of the independent non-executive directors as required under Rule 3.13
of the Listing Rules. The Company considered all independent non-executive

directors to be independent.

The Company has established an Audit Committee with written terms of
reference with reference to the recommendations set out in “A Guide for
Effective Audit Committees” issued by the Hong Kong Institute of Certified
Public Accountants and such terms of reference are in line with the code

provisions set out in the Code.

The Audit Committee meets at least twice a year for reviewing the reporting
of annual and interim results and other information to the shareholders, and
the effectiveness and objectivity of the audit process. Additional meetings
may be held by the Audit Committee from time to time to discuss special
projects or other issues which the Audit Committee considers necessary. The
external auditors of the Company may request a meeting if they consider that
one is necessary. The Audit Committee also provides an important link between
the Board and the Company’s auditors in matters coming within the scope of
its terms of reference and keeps under review the independence and objectivity

of the auditors.

The Audit Committee consists of three independent non-executive directors.

The Audit Committee is chaired by Mr. Wong King Lam, Joseph.

During the year, the Audit Committee reviewed with the management and
the Company’s auditors the accounting principles and practices adopted by
the Group and discussed auditing, internal control and financial reporting
matters including the audited financial statements and unaudited interim

financial statements.

AAREEESBELIFNITESRE LMRAIE
3G ZREMB L BREEB L 2 FEER
EARARRABBILIFNTEFIRBEILA
4o

ARBEKRUECZES U2RBEGTIRQ
S [EZR B AWERES| | a2 R
BEFAEEERERE N ZERERENA T
A1 Pl 2 T RIS

ERZEgEFELAMMRERE EHFER
REIRERE M ARRIER 2 EMBER AR
NEZBREZARERTBRIE -EREEGIT
HEIBFERNNRERLZEERAVEZR
BB B HEAMEE AR B Z SN BEN AT
ERBZREAFEHR-ABZZBESRERENL
EEHME BREZEENAEFEEARFKRE
EDFE a2 EEAEHR I DR ARETAZ 8RAD < B AL
(EHSE= HE

BEREE SR =ABUIENTER -BREE
BLERERERRAL

FRN BREEGCBEBRERARAZHANE
BIARERM &R RED WEMEE R



The members and attendance of the two meetings of the Audit Committee

in 2005 are as follows:

Director Attendance
Mr. Kwok Ka Lap, Alva 2
Mr. Sin Chi Fai 2
Mr. Wong King Lam, Joseph 2

Under the code provision A.2.1, the roles of chairman and chief executive
officer should be separate and should not be performed by the same individual.
The Company does not at present have any officer with the title of chief
executive officer (“CEQ") but instead the duties of a CEO are performed by
Mr. Cheung Hon Kit, the Managing Director of the Company in the same
capacity as the CEO of the Company.

Under the code provision A.4.1, non-executive directors should be appointed
for a specific term, subject to re-election. The current independent non-
executive directors of the Company are not appointed for a specific term.
However, all directors (including executive and non-executive) of the Company
are subject to retirement by rotation at the annual general meeting in

accordance with Bye-Law 99 of the Bye-Laws of the Company.

The Remuneration Committee of the Group has been established in April
2005 with written terms of reference in line with the Code. The Remuneration
Committee will meet at least once a year to consider and recommend to the
Board the Group’s remuneration policy and structure and to review and
determine the remuneration packages of the executive directors and senior
management. The directors are remunerated with reference to their respective
duties and responsibility with the Company, the Company’s performance and

current market situation.
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The Remuneration Committee comprises two independent non-executive
directors and one executive director. The Remuneration Committee is chaired

by Mr. Kwok Ka Lap, Alva.

During the year, the Remuneration Committee held one meeting to review
the remuneration policy of the Company. The members and attendance of

the meeting are as follows:

Director Attendance
Mr. Kwok Ka Lap, Alva 1
Mr. Sin Chi Fai 1
Mr. Lui Siu Tsuen, Richard 1

Details of emoluments of the directors from the Group for the year are as

disclosed in note 12 to the financial statements.

According to the Bye-Laws of the Company, the Board of Directors has the
power from time to time and at any time to appoint any person as a director
either to fill a causal vacancy or as an addition to the Board of Directors. The
nomination should be taken into consideration of the nominee’s qualification,
ability and potential contributions to the Company. During the year, the Board
of Directors considered that there was no immediate need to make any change

in relation to the Board membership.
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Directors’ Responsibilities for the Financial Statements

The directors are responsible for the preparation of the financial statements
for each financial period which give a true and fair view of the state of affairs
of the Group and of the results and cash flows for that period. In preparing
the financial statements for the year ended 31 December 2005, the directors
have selected suitable accounting policies and applied them consistently, made
judgments and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The directors are also
responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Group, for
safeguarding the assets of the Group and for taking reasonable steps for the

prevention and detection of fraud and other irregularities.

Auditors’ Responsibilities and Remuneration

During the year, the audit fee for the Group amounted to approximately

HK$4,644,000.

The statement of the auditors of the Company regarding their reporting

responsibilities is set out in the Report of the Auditors on page 37.

Internal Control

During the year, the Company has adopted and reviewed the effectiveness of
the Group’s internal control procedures which include the policies, procedures,
monitoring and communication activities and standard of behaviour established

for safeguarding the interests of the shareholders of the Company.
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