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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The board of directors (the “Board”) of the Company
believes that sound and reasonable corporate governance practices
are essential for the growth of the Group and for safeguarding and
maximizing shareholders’ interests. During the period under review, the
Company has complied with the Code on Corporate Governance
Practices (the "Code") as set out in Appendix 14 of the Rules Governing
the Listing of Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited, except where stated and explained below.

The Group has an Executive Chairman. No individual has been appointed
as a chief executive officer. The Executive Chairman with the assistance
of the Group's senior management team oversees and manages the
Group's business. Other functions normally undertaken by a chief
executive officer of a company are delegated to members of the Group's
senior management team. This structure deviates from the code
provision of Code that requires the roles of the chairman and the chief
executive officer to be separate and not performed by the same
individual. The Board has considered this matter carefully and decided
not to adopt the provision. The Board believes that the current
management structure has been effective in facilitating the operation
and development of the Group and its business for a considerable
period of time and that the necessary checks and balances consistent
with sound corporate governance practices are in place. Accordingly,
the Board does not consider it necessary to change the current
management structure. However, the Board will review the management
structure from time to time to ensure it continues to meet these
objectives.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code") as set out in Appendix 10
of the Listing Rules as a code of conduct regarding directors’ securities
transactions in 2004. All the members of the Board have confirmed,
following specific enquiry by the Company that they have complied
with the required standard as set out in the Model Code throughout
the 9 months period ended 31 December 2005. The Model Code also
applies to other specified senior management of the Group.
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BOARD OF DIRECTORS

Composition and role
The Board comprises:

Executive Directors:

Ms. Wai Siu Kee (Chairman)
Ms. Poon Lai Ming

Ms. Lee Marina Man Wai

Mr. Lee Man Yan

Independent Non-executive Directors:
Mr. WAN Chi Keung, Aaron Jp

Mr. HENG Kwoo Seng

Mr. WONG Kai Tung, Tony

The Board comprises of four executive directors (one of whom is the
Chairman) and three independent non-executive directors. The three
independent non-executive directors represent more than one-third of
the Board. In addition, three of the independent non-executive directors
possess appropriate legal, professional accounting qualifications and
financial management expertise.

The principal focus of the Board is on the overall strategic development
of the Group. The Board also monitors the financial performance and
the internal controls of the Group's business operations.

The independent non-executive directors also serve the important
function of ensuring and monitoring the basis for an effective corporate
governance framework. The Board considers that each independent
non-executive director is independent in character and judgment and
that they all meet the specific independence criteria as required by the
Listing Rules. The Company has received from each independent non-
executive director an annual confirmation or confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
independent non-executive directors are explicitly identified in all of the
Company's corporate communications.
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The Chairman is primarily responsible for drawing up and approving
the agenda for each board meeting in consultation with all directors.
Notice of at least 14 days have been given to all directors for all regular
board meetings and the directors can include matters for discussion in
the agenda if necessary. Agenda and accompanying board papers in
respect of regular board meetings are sent out in full to all directors
within reasonable time before the meeting. Draft minutes of all board
meetings are circulated to directors for comment within a reasonable
time prior to confirmation.

Minutes of board meetings and meetings of board committees are
kept by duly appointed secretaries of the respective meetings and all
directors have access to board papers and related materials, and are
provided with adequate information on a timely manner, which enable
the Board to make an informed decision on matters placed before it.

During the period under review, full board meetings were held and the
individual attendance of each director is set out below:
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Number of board

meetings attended Attendance rate

Name of director EEHS HEEESEINY HE =R
Ms. WAI Siu Kee wmImE Lt 7/7 100%
Ms. POON Lai Ming BB L 7/7 100%
Ms. LEE Marina Man Wai BT L 6/7 86%
Mr. LEE Man Yan ENBLEE 6/7 86%
Mr. WAN Chi Keung, Aaron jp FER AT EE 2/2 100%
Mr. HENG Kwoo Seng Pl 2/2 100%
Mr. WONG Kai Tung, Tony FRURSESE 2/2 100%
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AUDIT COMMITTEE

The Audit Committee was established in 2001 and its current members
include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron Jp
Mr. WONG Kai Tung, Tony

The Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise in legal,
business and accounting on the Audit Committee. The composition
and members of the Audit Committee complies with the requirements
under Rule 3.21 of the Listing Rules. The written terms of reference
which describe the authority and duties of the Audit Committee were
adopted in 2001 to conform to the provisions of the Code, a copy of
which is posted on the Company’s website.

The Audit Committee meets regularly to review the Group's financial
reporting and other information to shareholders, the system of internal
controls, risk management and the effectiveness and objectively of the
audit process. 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 has reviewed with the management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a review of the accounts
for the 9 months period ended 31 December 2005.

During the period, three Audit Committee meetings were held and the
individual attendance of each member is set out below:

Name of member
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Mr. HENG Kwoo Seng BT E
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FEREAT

EREZEEN2001FKY - HIRHKESR
EEOE

MeaFrE (FE)

FEBEEATHT

TR LA
EEeRASERZESNEHAERZE
Bk EREEeERRESE AR

PERSHEE BRZEG2RBERKE
HEEMRAEI2UEZHRTE - AFFEFR
B Il ERE B g RR B R RS
B2 2001 FHERA - BEFE 23 E T
RARARBERA o

%

*Zé%@iﬁﬂﬁﬁﬁﬂﬁﬁﬁﬁlzﬁﬁkﬁ
BTRR 2 EMER - NEEERER
ﬂﬁ%f@&%@iﬂ&Zﬁxﬁ( M R RE o Bix
ZEGWASEERATREM MrEE
TR - TEH B & B A B R s 8 am 2 7B

ST TR KRE o

ERLZESCHEEEBRAASBITRMZ
SETRARAER - B FAEBEEIE I B SR

WEEIEHEIT R - P EREEME1E2005

F12A3181EEARANEETERE o

Hﬁm /\ H FﬁslAﬁTyéégééﬁ
MR BRI T

- {EBIRCE

Number of attendance

HERE

3/3
3/3
3/3
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REMUNERATION COMMITTEE

The Remuneration Committee was established in 2005 and the current
members include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron Jp
Mr. WONG Kai Tung, Tony

All members of the Remuneration Committee are independent non-
executive directors. The Remuneration Committee advises the Board
on the Group's overall policy and structure for the remuneration of
directors and senior management. The Remuneration Committee
ensures that no director or any of his associate is involved in deciding
his own remuneration. The terms of reference of the Remuneration
Committee were adopted in 2005 to conform to the provisions of the
Code, a copy of which is posted on the Company's website.

In determining the emolument payable to directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
directors, employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

The Remuneration Committee meets regularly to determine the policy
for the remuneration of directors and assess performance of executive
directors and certain senior management. As the Remuneration
Committee was established in September 2005, only one Remuneration
Committee meeting was held during the period and all members have
attended in the first meeting.

AUDITORS" REMUNERATION

For the 9 months period ended 31 December 2005, the auditors of
the Company only provided audit services to the Company.
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INTERNAL CONTROLS

The Board has overall responsibility for the system of internal controls
of the Group and for reviewing its effectiveness. The Board is committed
to implementing an effective and sound internal controls system to
safeguard the interest of shareholders and the Group's assets. The Board
has delegated to executive management the implementation of the
system of internal controls and reviewing of all relevant financial,
operational, compliance controls and risk management function within
an established framework.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors are responsible for the preparation of accounts 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 flow for that period. In preparing
the accounts for the 9 months period ended 31 December 2005, the
directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards; made adjustments
and estimates that are prudent and reasonable; and have prepared the
accounts on the 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.

INVESTOR RELATIONS AND COMMUNICATION

The Board is committed to providing clear and full information about
the Group's performance to shareholders through the publication of
interim results and annual results in a timely manner. In addition to
dispatching circulars, notices and financial reports to shareholders,
additional information is also available to shareholders on the website
of the Company.

The annual general meeting provides a useful forum for shareholders
to raise comments and exchange views with the Board. Shareholders
are encouraged to attend annual general meetings for which the
Company gives at least 21 days' notice. The Chairman and Directors
and external auditors are available to answer questions on the Company's
businesses at the meeting.

Separate resolutions are proposed at the general meetings on each
substantially separate issue, including the election of individual directors.
In addition, procedures for demanding a poll are included in the circular
to shareholders dispatched together with the annual report.
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