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CORPORATE GOVERNANCE PRACTICES

The Company has established a formal and transparent procedure to
protect the interests of the shareholders of the Company. The
Company regularly reviews the corporate governance procedures and
developments of the Company. The Company applied the principles
and complied with all the code provisions as set out in the Code on
Corporate Governance Practices contained in Appendix 14 to the
Rules (the “Listing Rules”) Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
throughout the period under review, except that:

1. Under the code provision A.2.1, the roles of chairman and
chief executive officer ("CEO") of the Company should be
separate and should not be performed by the same individual.
The division of responsibilities between the chairman and
CEO of the Company should be clearly established and set
out in writing. The roles of the chairman and the CEO of the
Company are not separated and are performed by the same
individual, Mr. Tong Shek Lun. The Directors will meet
regularly to consider major matters affecting the operations
of the Company. The Directors consider that this structure
will not impair the balance of power and authority between
the Directors and the management of Company and believes
that this structure will enable the Group to make and
implement decisions promptly and efficiently;

2. Under the code provision B.1.1, the Company should
establish a remuneration committee with specific written
terms of reference which deal clearly with its authority and
duties. It was not until 22 April 2005 that the Company
established a remuneration committee as required under the
code provision B.1.1; and

3. To replace the vacancy arised from the passing away of Mr.
Tsao Kwang Yung, Peter, an independent non-executive
Director and the chairman of the audit committee of the
Company, on 21 September 2005, the Company has
appointed Mr. Chan Ho Man, who possesses the appropriate
qualification and experience, as an independent non-executive
Director and a member of audit committee, remuneration
committee and nomination committee of the Company to
comply with the requirements as set out under Rules 3.10(1)
and 3.21 of the Listing Rules.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Appendix 10 to the Listing Rules.
Having made specific enquiry of all Directors, the Directors have
complied with such code of conduct and the required standard of
dealings and its code of conduct regarding securities transactions by
the Directors throughout the year ended 31 December 2005.

BOARD OF DIRECTORS

During the year under review, the members of the board of
Directors included:

Executive Directors

Mr. Tong Shek Lun

Mr. Li Ka Fai, Fred

Ms. Ko Lai King, Kinny
Ms. Chung Wai Yu, Regina

Non-executive Directors

Mr. Lee Kwok Leung
Mr. Yang Yiu Chong, Ronald Jeffrey

Independent non-executive Directors

Mr. Tsao Kwang Yung, Peter (passed away on 5 June 2005)
Mr. Sun Yaoquan
Mr. Goh Gen Cheung
Mr. Chan Ho Man
(appointed on 21 September 2005)
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The board of Directors held several board meetings during the year
until the date of this report. Details of the attendance of the
meetings of the meetings of the board of Directors are as follows:—

HE
=1 Directors Attendance
HITESE Executive Directors
[ 5 B 5 A Mr. Tong Shek Lun 7/7
FTEEBAE Mr. Li Ka Fai, Fred 7/7
=Bzt Ms. Ko Lai King, Kinny 7/7
frcy g Ms. Chung Wai Yu, Regina 7/7
FHITESE Non-executive Directors
TEREE Mr. Lee Kwok Leung 4/7
R R A& Mr. Yang Yiu Chong, Ronald Jeffrey 4/7
BUFHITES Independent non-executive Directors

BEREE(R_ZZRF Mr. Tsao Kwang Yung, Peter 1/1
NA TR BBt (passed away on 5 June 2005)
BFRE&E Mr. Sun Yaoquan 7/7
BIRFEE Mr. Goh Gen Cheung 7/7
BRGNS E(RZTETRF Mr. Chan Ho Man (appointed on 21 September 2005) 5/5
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Apart from the above regular board meetings of the year, the board
of Directors will meet on other occasions when a board-level
decision on a particular matter is required. The Directors receive
details of agenda items for decision and minutes of committee
meetings in advance of each board meeting. The board of Directors
has reserved for its decision or consideration matters covering
corporate strategy, annual and interim results, Directors’ appointment,
succession planning, risk management, major acquisitions, disposals
and capital transactions, and other significant operational and
financial matters. Major corporate matters that are specifically
delegated by the board of Directors to the management include the
preparation of annual and interim accounts for board approval
before public reporting, execution of business strategies and
initiatives adopted by the board of Directors, implementation of
adequate systems of internal controls and risk management
procedures, and compliance with relevant statutory requirements,
rules and regulations.
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Mr. Tsao Kwang Yung, Peter, an independent non-executive
Director, passed away on 5 June 2005. Following of his death, the
Company had only two independent non-executive Directors which
fell below the minimum number of three independent non-
executive Directors as required under Rule 3.10(1) of the Listing
Rules. The Company have used its best endeavour to find a suitable
candidate to fill in the vacancy and the Company appointed Mr.
Chan Ho Man as an independent non-executive Director on 21
September 2005. Save as disclosed, the Company has appointed
three independent non-executive Directors who have appropriate
and sufficient experience and qualification pursuant to the Listing
Rules to carry out their duties so as to protect the interests of
shareholders of the Company during the year.

Besides, the board of Directors established the audit committee,
remuneration committee and nomination committee and their
duties were discussed and approved in the board meeting.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the code provision A.2.1, the roles of chairman and CEO
should be separate and should not be performed by the same
individual. The division of responsibilities between the chairman and
CEO of the Company should be clearly established and set out in
writing. The roles of the chairman and the CEO of the Company are
not separated and are performed by the same individual, Mr. Tong
Shek Lun. The Directors will meet regularly to consider major
matters affecting the operations of the Company. The Directors
consider that this structure will not impair the balance of power
and authority between the Directors and the management of
Company and believes that this structure will enable the Group to
make and implement decisions promptly and efficiently.

NON-EXECUTIVE DIRECTORS

Each of Mr. Lee Kwok Leung, Mr. Yang Yiu Chong, Ronald Jeffrey,
Mr. Sun Yaoquan and Mr. Goh Gen Cheung has been appointed for
a term of one year commencing from 1 January 2006 to 31
December 2006. Mr. Chan Ho Man has been appointed for a term
of one year commencing from 21 September 2005 to 20
September 2006. All of them are subject to retirement by rotation
in accordance with the bye-laws of the Company.
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REMUNERATION OF DIRECTORS

Under the code provision B.1.1, the Company should establish a
remuneration committee with specific written terms of reference
which deal clearly with its authority and duties. However, a
remuneration committee (the “Remuneration Committee”) of
the Company was only established until 22 April 2005. The role and
function of the Remuneration Committee include the determination
of the specific remuneration packages of all executive Directors and
senior management of the Company, including benefits in kind,
pension rights and compensation payments, such as any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the board of the
remuneration of non-executive Directors.

During the year till the date of this report, members of the
Remuneration Committee included:

Mr. Tong Shek Lun (Chairman)

Mr. Tsao Kwang Yung, Peter (passed away on 5 June 2005)
Mr. Goh Gen Cheung

Mr. Chan Ho Man (appointed on 21 September 2005)

The meetings of the Remuneration Committee were held on 22
April 2005, 21 September 2005, 28 March 2006 and 19 April 2006
to discuss remuneration related matters. Details of the attendance
of the meetings of the Remuneration Committee are as follows:—

HE

I24=1 Members Attendance

JE 5 B 5 A Mr. Tong Shek Lun 4/4

BEXEE (RN _ZZRF Mr. Tsao Kwang Yung, Peter 11
SNATRBE) (passed away on 5 June 2005)

BIRFLEE Mr. Goh Gen Cheung 4/4

REX e (R_ZZERF Mr. Chan Ho Man (appointed on 21 September 2005) 2/2
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The Remuneration Committee has considered and reviewed the
existing terms of employment contracts of the executive Directors
and appointment letters of the independent non-executive Directors
with reference to the factors including salaries paid by comparable
companies, time commitment and responsibilities of the Directors,
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employment conditions elsewhere in the Group and desirability of
performance-based remuneration. The Remuneration Committee
considers that the existing terms of employment contracts of the
executive Directors and appointment letters of the independent
non-executive Directors are fair and reasonable. Details of the
emolument policy of the Directors are set out on page 46 of this
report.

NOMINATION OF DIRECTORS

The nomination committee of the Company (the “Nomination
Committee”) was established on 22 April 2005. The role and
function of the Nomination Committee include to review the
structure, size and composition of the board of Directors on a
regular basis and make recommendations to the board of Directors
regarding any proposed changes. The board of Directors considers
the past performance and qualification of the candidates for
Directors, general market conditions and the Company’s bye-laws in
selecting and recommending candidates for directorship during the
year under review.

During the year until the date of this report, members of the
Nomination Committee included:

Mr. Tong Shek Lun (Chairman)

Mr. Tsao Kwang Yung, Peter (passed away on 5 June 2005)
Mr. Goh Gen Cheung

Mr. Chan Ho Man (appointed on 21 September 2005)

REZEEEEN_ETRFMNA-+= The meetings of the Nomination Committee were held on 22 April
B TR FNA+—BAER=ZFERX 2005, 21 September 2005 and 19 April 2006. Details of the
FOATNART - REBEZEGEE WD attendance of the meetings of the Nomination Committee are as
FBEBEET follows:~

HE
= Directors Attendance
JE 5 B 5 Mr. Tong Shek Lun 3/3
BEEEE (R _ZFRF Mr. Tsao Kwang Yung, Peter 1/1

JNHA R B ) (passed away on 5 June 2005)

BIRFELE Mr. Goh Gen Cheung 3/3
BEXSEE(RZTETRF Mr. Chan Ho Man (appointed on 21 September 2005) 1/1
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During the meetings, the Nomination Committee considered and
resolved that all the existing Directors shall be recommended to be
retained by the Company. Further, in accordance with the Company’s
bye-laws and as resolved by the Nomination Committee, Mr. Tong
Shek Lun, Mr. Li Ka Fai, Fred and Mr. Chan Ho Man will retire, and
Mr. Tong Shek Lun and Mr. Chan Ho Man being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting of the Company.

AUDITORS’ REMUNERATION

The Company’s external auditors are Deloitte Touche Tohmatsu. The
audit committee of the Company (the “Audit Committee”) is
responsible for considering the appointment of the external
auditors and reviewing any non-audit functions performed by the
external auditors, including whether such non-audit functions could
lead to any potential material adverse effect on the Group. During
the year under review, the Group has paid an aggregate of
approximately HK$ 1,335,000 to the external auditors for their non-
audit services including taxation and other advisory services.

AUDIT COMMITTEE

As required by Rule 3.21 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal duties
are to review and supervise the Group’s financial reporting process
and internal control systems.

During the year until the date of this report, members of the Audit
Committee included:

Mr. Sun Yaoquan

Mr. Tsao Kwang Yung, Peter (Chairman)
(passed away on 5 June 2005)

Mr. Goh Gen Cheung

Mr. Chan Ho Man (Chairman)
(appointed on 21 September 2005)
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The Audit Committee held four meetings during the period under
review until the date of this report. Details of the attendance of the

B NN meetings of the Audit Committee are as follows:—

HE
K& Members Attendance
BEEEE (R _ZZTRF Mr. Tsao Kwang Yung, Peter il

NA R BB (passed away on 5 June 2005)

BEREk4E Mr. Sun Yaoquan 4/4
B SEE Mr. Goh Gen Cheung 4/4
REXSE(R_FTRF Mr. Chan Ho Man (appointed on 21 September 2005) 3/3
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Mr. Tsao Kwang Yung, Peter, an independent non-executive
Director and a member of the Audit Committee, passed away on 5
June 2005. Following the death of Mr. Tsao Kwang Yung, Peter, the
Company had only two audit committee members which fell below
the minimum number of three audit committee members as
required under Rule 3.21 of the Listing Rules. The Company have
used its best endeavour to find a suitable candidate to fill in the
vacancy, the Company appointed Mr. Chan Ho Man as an audit
committee member on 21 September 2005.

The Group’s audited consolidated results for the year ended 31
December 2005 have been reviewed by the Audit Committee,
which was of the opinion that the preparation of such results
complied with the applicable accounting standards, the Listing
Rules and legal requirements, and that adequate disclosures have
been made.

The Audit Committee considered that the existing proposed terms
in relation to the appointment of the Group’s external auditors are
fair and reasonable.

DIRECTORS’ AND AUDITORS RESPONSIBILITIES
FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the responsibilities
of the external auditors to the shareholders of the Company are set
out on page 48 of this report.

INTERNAL CONTROL

The Board has conducted a review of the Group’s system of internal
control to ensure the effective and adequate internal control
system. The Board convened meetings regularly to discuss financial,
operational and risk management control.



