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Corporate Governance Report
Corporate Governance Practices

The Company is committed to the establishment of good corporate
governance practices and procedures. Throughout the year ended 31
December 2005, the Group has complied with the code provisions
prescribed in the Code on Corporate Governance Practices (“CG Code”)
set out in the Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), which became effective on 1 January 2005, except for the
deviations from Code Provisions A.2.1 and A.4.2 which are explained
in the following relevant paragraphs and also the code provision on
internal controls which are to be implemented for accounting periods
on or after 1 July 2005 pursuant to the CG Code.

Directors’ Securities Transactions

The Company has adopted the Model Code set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding securities
transactions by the Directors (the “Code”). Having made specific enquiry
of all Directors, the Company confirmed that all Directors have complied
with the required standard set out in the Code for the year under
review.

Board of Directors
Composition of the Board of Directors

The Board of Directors of the Company comprises seven Directors, of
whom four are Executive Directors, namely Mr. Ip Chun Heng, Wilson,
Ms. Chung Pui Wan, Mr. Yip Kwok Li and Mr. Chan Chi Chau and, three
are Independent Non-executive Directors, namely Mr. Wong Chi Wai,
Dr. Chow Ho Ming and Mr. Lo Hang Fong. Each of Directors’ respective
biographical details is set out in the “Directors and Senior Management
Profiles” of this annual report.

The composition of the Board of Directors is well balanced with each
Director having sound knowledge, experience and/or expertise relevant
to the business of the Group. To the best knowledge of the Company,
there is no financial, business, family or other material/relevant
relationship among members of the board save that Ms. Chung Pui
Wan and Mr. Yip Kwok Li is the spouse and brother of Mr. Ip Chun
Heng, Wilson, Chairman of the Company, respectively. In the Board’s
opinion, these relationships do not affect the Directors’ independent
judgement and integrity in executing their roles and responsibilities.
All Executive Directors and Independent Non-executive Directors bring
a variety of experience and expertise to the Company.
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Corporate Governance Report (continued)
Board of Directors (continued)
Chairman and Chief Executive

According to the code provision A.2.1 of the CG Code, the roles of the
chairman and the chief executive officer should be separated and
should not be performed by the same individual. During the year ended
31 December 2005, the Company does not have any officer with the
title “chief executive officer” (the “CEQ”). At present, the duties of a
CEO are undertaken by Mr. Ip Chun Heng, Wilson (“Mr. Ip”) and Ms.
Chung Pui Wan (“Mrs. Ip”). They both are the executive directors and
founders of the Company and are also the Chairman and Vice-chairman
of the Company respectively. Mr. Ip has more than 28 years’ experience
in running retail and service business and he is responsible for the
overall strategic planning and formulation of corporate policies of the
Group. Mrs. Ip has more than 23 years’ experience in sales and
marketing of cosmetic products and she is responsible for the overall
sales and marketing operations management of the Group. The Board
considered that, due to the nature and extent of the Group’s operations,
Mr. Ip and Mrs. Ip are the most appropriate chief executives of the
Company because they have the in-depth knowledge and experience
in the retails sales and cosmetic product market. Notwithstanding the
above, the Board will review the current structure from time to time.
When at the appropriate time and if candidate with suitable leadership,
knowledge, skills and experience can be identified within or outside
the Group, the Company may make necessary arrangements.

Functions of the Board of Directors

The Company is governed by a Board of Directors which is responsible
for directing and supervising its affairs. This Board is accountable to
shareholders for the development of the Group with the goal of
maximizing long-term shareholder’s value, while balancing broader
stakeholder’s interests.

The Board of Directors is also responsible for the leadership and control
of the Company, oversee the Group’s businesses and evaluate the
performance of the Group. Besides, the Board also focuses on overall
strategic development of the Group and its policies with particular
attention paid to the growth and financial performance of the Group.

The Board of Directors delegates day-to-day operations of the Group
to Executive Directors and Management with department heads
responsible for different aspects of the business/functions, while
reserving certain key matters in making strategic decision for its
approval. When the Board delegates aspects of its management and
administration functions to Management, it has given clear directions
as to the powers of Management, in particular, with respect to the
circumstances where Management shall report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.
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Corporate Governance Report (continued)
Board of Directors (continued)
Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, there are three
Independent Non-executive Directors representing over one-third of
the Board of Directors. Among the three Independent Non-executive
Directors, one of them have appropriate professional qualifications in
accounting or related financial management expertise as required by
Rule 3.10(2) of the Listing Rules.

The Company has received from each of Independent Non-executive
Directors the written confirmation of his independence pursuant to Rule
3.18 of the Listing Rules. The Company, based on such confirmation,
considers Mr. Wong Chi Wai, Dr. Chow Ho Ming and Mr. Lo Hang Fong
to be independent.

Directors’ Appointment, Re-election and Removal

Each of Executive Directors has entered into a service contract with
the Company for an initial term of two years commencing from 1 July
2003, and will continue thereafter until terminated by not less than
three months’ notice in writing served by either party to the other.

Each of Independent Non-Executive Directors has entered into a service
contract with the Company for a term of one year expiring on 30 June
2006 for Mr. Wong Chi Wai and Dr. Chow Ho Ming and expiring on 23
September 2006 for Mr. Lo Hang Fong respectively, and will continue
thereafter until terminated by not less than one month’s notice in writing
served by either party to the other.

Under the Code Provision A.4.2, every director, including those
appointed for a specific term, should retire by rotation at least once
every three years. However, according to the Company’s articles of
association, any Director appointed by the Board either to fill a casual
vacancy or as an additional Director shall hold office until the next
following annual general meeting of the Company and shall then be
eligible for re-election. Furthermore, at each annual general meeting
one-third of the Directors for the time being, or, if their number is not 3
or a multiple of 3, then the number nearest to but not exceeding one-
third, shall retire from office by rotation provided that no Director holding
office as Chairman or Vice Chairman or the office of Managing Director
or Joint Managing Director of the Company shall be subject to retirement
by rotation or be taken into account in determining the number of
Directors to retire. For these deviations, the Board has proposed to
amend the Company’s articles of association at the forthcoming annual
general meeting to be held on 2 June 2006 in order to comply with the
CG Code.
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Corporate Governance Report (continued)
Board of Directors (continued)
Board Meetings and Board Practices

The Board of Directors meets at least four times a year, and the Board
of Directors will also meet on other occasions when a board-level
decision on a particular matter is required. The Directors will receive
details of agenda items for decision and minutes of committee meetings
in advance of each Board meeting. The Company Secretary is
responsible for distributing detailed documents to Directors prior to
the meetings of the Board of Directors to ensure that the Directors are
able to make informed decisions regarding the matters discussed in
the meetings so that they may receive accurate, timely and clear
information. All Directors have access to the advice and services of
the Company Secretary who regularly updates the Board on governance
and regulatory matters. The Company Secretary is also responsible for
ensuring the procedures of the Board meetings are observed and
providing to the Board of Directors opinions on matters in relation to
the compliance with the procedures of the Board meetings.

Any Director wishing to do so in the furtherance of his or her duties,
may take independent professional advice at the Company’s expense.
Directors are encouraged to update their skills, knowledge and
familiarity with the Group through their initial induction, ongoing
participation at Board and Committee meetings, and through meeting
key members of Management.

During the year ended 31 December 2005, the resolutions in writing
were passed by way of written resolution circulated to and signed by
all Directors on 25 January 2005 and also the Company held 3 full
Board meetings and the Directors’ attendance records for the meetings
held are set out below:

EscHER

Directors’ Attendance

Executive Directors

Mr. Ip Chun Heng, Wilson 3/3
Ms. Chung Pui Wan 3/3
Mr. Yip Kwok Li 3/3
Mr. Chan Chi Chau 3/3

Independent Non-executive Directors

Mr. Wong Chi Wai 2/3
Dr. Chow Ho Ming 2/3
Mr. Lo Hang Fong 1/3
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Corporate Governance Report (continued)
Board Committees
Audit Committee

The Company has established an audit committee with written terms of
reference. At present, members of the audit committee comprise Mr.
Wong Chi Wai, Dr. Chow Ho Ming and Mr. Lo Hang Fong, being the
three Independent Non-Executive Directors of the Company. Mr. Wong
Chi Wai is the chairman of the committee.

The audit committee acts as an important link between the Board the
Company’s auditors in matters within the scope of the Group’s audit.
The duties of the audit committee are to review and discuss on the
effectiveness of the external audit and risk evaluation of the Company,
as well as the Company’s annual report and accounts, interim reports
and to provide advice and comments to the Board. The audit committee
has reviewed the audited financial statements of the Company for the
year ended 31 December 2005. The Committee meets regularly with
the management and the external auditors to discuss the audit service
plan, accounting principles and practices adopted by the Group and
financial reporting matters. During the year ended 31 December 2005,
4 meetings were held. The attendance records for the audit committee
meetings are set out below:

BEECHER

Directors’ Attendance

Members of the audit committee

Mr. Wong Chi Wai 4/4
Dr. Chow Ho Ming 4/4
Mr. Lo Hang Fong 3/4

Remuneration Committee

The Company established a remuneration committee on 16 September
2005 with terms of reference no less exacting terms than the CG Code.
The remuneration committee makes recommendations to the Board on
the Company’s policy and structure for all remuneration of Directors
and senior management. It has three members, including the Company’s
two Independent Non-executive Directors, namely Mr. Wong Chi Wai
and Dr. Chow Ho Ming and a Chairman and an Executive Director, Mr.
Ilp Chun Heng, Wilson. Dr. Chow Ho Ming is the chairman of the
committee. During the year ended 31 December 2005, no remuneration
committee meeting has held.
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Corporate Governance Report (continued)
Board Committees (continued)
Nomination Committee

The Company established a nomination committee on 16 September
2005 with terms of reference no less exacting terms than the CG Code.
The nomination committee is responsible for nominating potential
candidates for directorship based on the candidates’ qualifications,
business experience and suitability to the Company, reviewing the
nomination of directors, making recommendations to the Board on such
appointments and assessing the independence of the Independent
Non-executive Directors. It has three members, including the Company’s
two Independent Non-executive Directors, namely Mr. Wong Chi Wai
and Mr. Lo Hang Fong and a Chairman and an Executive Director, Mr.
Ip Chun Heng, Wilson. Mr. Lo Hang Fong is the chairman of the
committee. During the financial year ended 31 December 2005, no
nomination committee meeting has held.

Accountability and Audit

Directors’ Responsibility for the Financial Statements and Financial
Reporting

The Company’s financial statements for the year ended 31 December
2005 have been reviewed by the Audit Committee. The Directors
acknowledge their responsibility for preparing the accounts and
presenting a balanced, clear and comprehensive assessment of the
Company’s performance, position and prospects. The Directors are not
aware of any material uncertainties relating to events or conditions that
may cast significant doubt upon the Company's ability to continue as a
going concern.

Auditors’ Remuneration

PricewaterhouseCoopers and Lau & Au Yeung C.P.A. Limited have been
appointed as the joint auditors of the Company by shareholders at the
annual general meeting. For the year ended 31 December 2005, an
amount of totaling HK$1,020,000 was payable to
PricewaterhouseCoopers and Lau & Au Yeung C.P.A. Limited for their
audit services. During the year, an amount of HK$62,000 was paid to
Lau & Au Yeung C.P.A. Limited for their providing non-audit services,
including taxation advisory services; and an amount of HK$131,000
was paid to PricewaterhouseCoopers and Lau & Au Yeung C.P.A. Limited
jointly for their non-audit services, including review of the 2005 interim
report.

Annual Report 2005



EEERES (B)

REERBRRBRE

EZRPEARABRERES
MREM  ERRASEMZEER
Rl EFERAKEZER
EEEEBARE BASRALEEH
EZRBRITARBEKREE O
B EeKENEREFETA
A ARBEHIZRANTERRE
MEEERREFEBEZIBEA -
NEEREEEARMEMIEK
EER o

Exe M BARRHERNEBERK
FECERREER  USBES
LERRAE  BEREEESRE
BEEMR -

BONJOUR

Corporate Governance Report (continued)
Investor and Shareholder Relations

The Board of Directors recognizes the importance of maintaining clear,
timely and effective communication with shareholders of the Company
and investors. Therefore, the Board of Directors and the Group's senior
Management maintain close communications with investors, analysts,
fund managers and the media by various channels including roadshows,
individual interviews and meetings. The Group specifically assigns Mr.
Chan Chi Chau, an Executive Director, being the contact person of
investor relations to respond the requests for information and queries
from the investors.

The Board of Directors also welcomes the views of shareholders on
matters affecting the Group and encourages them to attend
shareholders’ meetings to communicate with the Board or Management
directly.
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