The Group is committed to achieving high standards of
corporate governance to safeguard the interests of
shareholders and to enhance corporate value and
accountability.

For the year ended 31 March 2006 (the “Year”), the Group
has applied the principles of the recently promulgated Code
on Corporate Governance Practices (the “CG Code"”) as
set out in Appendix 14 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the "Listing Rules”) and complied with the code provisions
of the CG Code, save for deviation from code provision
A.2.1. This report describes our Group’s corporate
governance practices and explains the said deviation from
the CG Code.

1. The Board of Directors

1.1 As at 31 March 2006, the Board consisted of
eight Directors, including five executive
Directors, namely, Mr. Ho Cheuk Fai
(Chairman and Chief Executive Officer), Mr.
Ho Cheuk Ming (Deputy Chairman and Chief
Operating Officer), Mr. Kwok Wing Kin,
Francis (Deputy Chairman), Mr. Lee Shu Ki
and Mr. Wong Shun Pang, and three
independent non-executive Directors, namely,
Mr. So Wai Chun, Mr. Chan Sui Sum,
Raymond and Mr. Fong Hoi Shing. The Board
has the collective responsibility for the
leadership and promotion of the success of
the Group’s business by directing and
supervising the Group's affairs.
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The Board is committed to the Group’s
objectives of enhancing the shareholder’s
value and provision of superior products and
services. The Board is collectively responsible
for formulating the overall objective and
strategy of the Group; monitors and evaluates
its operating and financial performance and
reviews the standard of corporate governance
of the Group. It also makes decisions on
matters such as approving the annual results,
interim and quarterly results, connected
transactions, appointment and re-appointment
of directors, declaring dividend and adopting
accounting policies. The Board has delegated
the authority and responsibility for
implementing business strategies and
management of the daily operations of the
Group’s businesses to the management.

The Board conducts regular scheduled
meetings on a quarterly basis. Ad-hoc
meetings are convened when circumstances
require.

The Board had met seven times for the year
ended 31 March 2006 and considered,
reviewed and approved the Group’s annual
results for the year ended 31 March 2005,
quarterly and interim results of the Group for
the Year.
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The attendance records of the Board meetings NTRAFEEEFLERNEFELH -
held during the Year are set out below:

Attendance of individual Directors at AEEEEEREENEENEHESR

Board meetings during the Year

Executive Directors

Mr. Ho Cheuk Fai
Mr. Ho Cheuk Ming
Mr. Kwok Wing Kin, Francis
Mr. Lee Shu Ki
Mr. Wong Shun Pang
Mr. Tam Wing Hung*
(resigned on 13 February 2006)

No. of attendance/No. of meetings Attendance rates
KRB BRRE =

HITEFE
fa] 45 18 5 4 4/7 57%
fa] &2 B 5 & 7/7 100%
ZB ok BR e A 5/7 71%
FRIE A 717 100%
= B HS e 4 6/7 86%
AR K HfE I A 3/5 60%

(ZBZRE-A+ZBEMA)

Independent Non-executive Directors & IF#77E F

Mr. So Wai Chun HEEEE 717 100%
Mr. Chan Sui Sum, Raymond Bk I A8 58 A 6/7 86%
Mr. Fong Hoi Shing NEY ik 7/7 100%
Average attendance rate FIGHEE 85%
* indicates the number of Board meetings held * BRAOKBERERATRTE

before the resignation of Mr. Tam Wing Hung. RN ERL L

To maximize the effectiveness of the Board 1.4 RRESEFTQUEULSEE

and to encourage active participation and
contribution from Board members, the Board
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has established an audit committee and a &#ﬁ@ﬂ%é\é_g o TXEINEE
remuneration committee. Detailed descriptions BEevilyiA -EFLEE
of each of these committees are set out REBRAIITEARNESTEE
below. All of these committees adopt, as far ] T%fﬁ’;;% R &R gEET
as practicable, the principles, procedures and ET FRABASLEAZRER
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of meetings and inclusion of agenda items,

records and availability of minutes.



2.

Board Composition

2.1

2.2

As at 31 March 2006, the Board comprises of
eight Directors: five Executive Directors and
three Independent Non-executive Directors.
Mr. Ho Cheuk Ming, an Executive Director, is
the younger brother of the Chairman, Mr. Ho
Cheuk Fai, the Chairman and Chief Executive
Officer. The Board has received annual
confirmations of independence from each of
the Independent Non-executive Directors and
believed that all the Independent Non-
executive Directors meet with the guidelines
for assessment of independence as set out in
Rule 3.13 of the Listing Rules.

The attributes, skills and expertise among the
existing Directors are considered appropriate
to effectively lead and supervise and manage
the Group, taking into account the scope and
nature of the operations. The Directors have
a mix of core competencies in areas such as
accounting and finance, business and
management, production and quality control
techniques, supply chain management,
industry knowledge and marketing strategies.
Details of the experience and qualifications
of Directors and Senior Management are set
out in the section headed “Directors and
Senior Management” in this Annual Report.
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3. Appointment, Re-election and Removal of
Directors
3.1 At each annual general meeting ("AGM"),

3.2

3.3

one-third of the Directors are required to retire
from office by rotation. The Directors, since
his last election or appointment that have
been the longest in office shall retire and be
eligible for re-election at the AGM. The
Chairman and/or the Managing Director of
the Group shall not, when holding such office,
be subject to retirement by rotation or be
taken into account in determining the number
of Directors to retire in each year. With the
introduction of the CG Code and to comply
with code provision A.4.2 of the CG Code,
the Chairman and/or the Managing Director
of the Group will voluntarily retire at the AGM
at least once every three years.

Independent Non-executive Directors are
appointed for a fixed term not exceeding three
years and are subject to the requirements of
retirement by rotation and re-election by
shareholders at AGM in accordance with the
Company’s Bye-Laws.

The names and biographical details of the
directors who will offer themselves for election
or re-election at the forth coming AGM are
set out in the circular to shareholders to assist
shareholders in making an informed decision
on their elections.
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3.4 Since the whole Board participates in the
appointment of new Directors, the Company
does not establish a nomination committee.
In evaluating whether an appointee is suitable
to act as a Director, the Board will consider
the experience and skills of the appointee; as
well as personal ethics, integrity and the
willingness to commit time in the affairs of
the Group. Where the appointee is appointed
as an Independent Non-executive Director, the
Board will also consider his/her independence.
During the Year, the Board had also reviewed
and made recommendations in respect of the
re-appointments of retiring Directors, which
were approved by the shareholders at the last
AGM.

Chairman and Chief Executive Officer

Code Provision A.2.1 of the CG Code stipulates that
the roles of chairman and chief executive officer
should be separate and should not be performed by
the same individual. The Company does not separate
the roles of its Chairman and Chief Executive Officer
and Mr. Ho Cheuk Fai currently holds both positions.

Being the founder of the Group, Mr. Ho has
substantial experience in the manufacturing industry.
At the same time, Mr. Ho has the appropriate skills
and business acumen that are the pre-requisites for
assuming the role of Chief Executive Officer. The
Board believes that vesting the roles of both
Chairman and Chief Executive Officer in the same
person would provide the Group with strong and
consistent leadership and allow the Group to be
more effective and efficient in developing long-term
business strategies and execution of business plans.
The Board considers that there is no need to
segregate the roles of the Chairman and the Chief
Executive Officer and should continue to be
performed by Mr. Ho.
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1. Remuneration Committee (“RC")

1.1

The Board has established the RC in June
2005, comprising a majority of Independent
Non-executive Directors, which meets at least
once a year. It is chaired by Mr. So Wai Chun
and comprises two other members, namely
Mr. Chan Sui Sum, Raymond and Mr. Ho
Cheuk Ming. All RC members, with the
exception of Mr. Ho Cheuk Ming, are
Independent Non-executive Directors. The
quorum necessary for the transaction of
business by the RC is two.

The principal responsibilities of RC are to
formulate remuneration policy of the Group,
review and make recommendations to the
Board in respect of the remuneration policy
and to determine the remuneration of the
senior

Executive Directors and the

management.

The RC met twice during the Year with an
attendance rate of 100% and reviewed its
terms of reference, the remuneration policy
of the Group and the remuneration packages
of directors and senior management staff.

2. Audit Committee ("AC")

2.1

The AC consists of three members:

Mr. So Wai Chun (Chairman)
Mr. Chan Sui Sum, Raymond; and
Mr. Fong Hoi Shing

All members are Independent Non-executive
Directors. The Board is of the opinion that
members of the AC have sufficient accounting
and financial management expertise or
experience to discharge their duties.

2.

FHEES

1.1

1.2

1.3

BEEEeER_ZETRFNAK
VEMWEZEEE  KERZHA
BUFERITES - FTWEZES
KPBERIT-ANLE  BE
BEELEETEE  IBEW
Az EAhpk B : FRIm AR % 4 &
BRR%E o R ERHE LN -
cRFMEZEENEYABL
FHITES - FTHNEESEE
EBEEABEBA °

FIZE T EREBERR
%l%%& RERBHMZ
RABREREAEZSFL
EENEEMERTESERS
REEE 2 F MGt -

THNEEEeRAFEERITH
REFH - WMEEAB100% + LA
HHEBESE  A£ENH
MEENEEMSREREE 2
B o

BEREE®

2.1

BEZEeH="ANEENX :

HEREE(XFE)

R Im 7R S

TR
EREIUFNTEE -EFE
R BERZEEeXKEHAR
WE RMBEEFERMEX

Ko ABITREF 2B -



2.2

2.3

The operations of the AC are regulated by its
terms of reference. The major duties of the
AC include:

o to review and supervise the Group’s
financial reporting process including the
review of quarterly, interim and annual
results of the Group;

o to review the external auditors’
appointment, remuneration and any
matters relating to resignation or
termination;

o to examine the effectiveness of the
Group's internal control which involves
regular review in various corporate
structures and business process; and

o to realize corporate objective and
strategy by taking into account the
potential risk and the nature of its
urgency in order to ensure the
effectiveness of the Group’s business
operations. The scope of such reviews
includes finance, operations, regulatory
compliance and risk management.

The AC met four times during the Year with
an attendance rate of 100% and reviewed
the quarterly, interim results and the annual
results of the Group for the year ended 31
March 2005. The AC had also reviewed the
Group's audited annual results of the Year.
The Company Secretary of the Company keeps
all minutes of the AC.
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The Company has adopted a Code for
Securities Transactions by Directors of the
Group (the “Company’s Model Code”) on
terms no less exacting than the required
standard set out in Model Code for Securities
Transactions by Directors of Listed Companies
(the “Model Code") contained in Appendix
10 of the Listing Rules.

Having made specific enquiries to all Directors,
they have confirmed that they had complied
with the required standards set out in both
the Company’s Model Code and the Model
Code under the Listing Rules throughout the
year ended 31 March 2006.

1. Financial Reporting

1.1

The Board acknowledges its responsibility for
preparing the Group’s accounts which gives
a true and fair view of the state of affairs of
the companies and of the Group on a going
concern basis, with supporting assumption or
qualification as necessary. In preparing the
accounts for the year ended 31 March 2006,
the Directors have selected suitable
accounting policies and applied them
consistently, made judgments and estimates

that are prudent and reasonable.

The management provides explanation and
information to the Board as to enable the
board to make informed assessments of the
financial and other information put before the
board for approval.
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1.3 The Board endeavours to ensure the making
of balanced, clear and understandable
assessments of the Group’s position and
prospects and extending the coverage of such
information to include annual and interim
reports, price-sensitive announcements and
financial disclosures as required under the
Listing Rules, reports to regulators as well as
any information that is required to be
disclosed pursuant to statutory requirements.

1.4 Since September 2003, the Company
publishes its financial results on a quarterly
basis in order to enhance transparency about
its performance and to give details of the
latest development of the Group in a timely
manner. The Company announced its annual
results within 3 months after each financial
year end and announced its interim results
within 2 months after the end of the relevant
periods.

Internal Controls

To maintain sound and effective internal control to
safeguard shareholders’ investment and the
Company’s assets, the Internal Audit Department
under the supervision of the Board, is in the process
of conducting a review on the effectiveness of the
internal control system of the Group and an
independent evaluation to report on the adequacy
and effectiveness of the Company’s control,
information system and operations. The review
covered aspects of financial, operational and
compliance and risk management control functions.
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Auditors’ Remuneration

During the Year, the fees paid to
PricewaterhouseCoopers, the Group’s external
auditor for audit services of the Group and for non-
audit related services, representing mainly taxation
services, are set out in Note 7 on page 161 of this
annual report.

1. The Company strives to convey to
shareholders pertinent information in a clear,
detailed, timely manner and on a regular basis
and to take into consideration their views and
inputs, and address the shareholders
concerned. Their views are communicated to
the Board comprehensively.

2. The Company communicates with its
shareholders through the publication of
annual, interim reports, press announcements
and releases. All communications to
shareholders are also available on the
Company’s website at www.karrie.com.hk.

3. The AGM provides a useful platform for
shareholders to exchange views with the
Board. The chairman of the Board as well as
the chairmen of the AC and RC, or in their
absence, members of the relevant Board
Committees are available to answer
shareholders’ questions.

4. Separate resolutions are proposed at general
meetings on each substantially separate issue,
including the election of individual directors.

5. Details of the voting procedures and rights of
shareholders to demand a poll are included
in the circular to shareholders, which has been
dispatched together with this Annual Report.
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The Board recognized that effective
communication with investors is the key to
establish investor confidence and to attract
new investors.

Quarterly results announcement

The Group has voluntarily adopted quarterly
result announcement commencing from
September 2003 onwards. This is part of the
Group's effort to go beyond the Stock
Exchange requirements and to make the
Group's financial position as transparent as
possible to shareholders, potential investors
and the general public. Annual reports and
interim reports are prepared and issued to all
shareholders within the prescribed period
stipulated by the Listing Rules. All press and
results announcements and reports are posted
on the Company’s website.

Media and analysts briefings

Briefings for media are held on the same day
immediately after the quarterly, interim and
annual results released via teletext. Briefing
for analysts by way of presentation at
luncheons, receptions or telephone
conferences are organized thereafter. During
the briefing, the Group’s management
provides an in-depth analysis of the Group's
performances in respect of the relevant
periods and ensures that the financial
performance and accounts of the Group are
well understood. There is also ample
opportunity for the analysts and media to ask
questions and interact with the executive
Directors and senior management.
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Tea-Break with individual investors

Since the first quarter of 2004/05, the Group
arranges tea gathering with individual
investors within 1 month after each results
announcement conference to build up an
interactive and direct communication channel.
This allows individual investors talking to the
management of the Group. Meanwhile, the
Group would give an update about the status
of the Group's development and share of their
feelings toward the Group.

The Group regularly releases corporate
information such as awards received, and the
latest news of the Group’s developments on
its Company’s website. The public are
welcome to give their comments and make
their enquiries through the Company’s
website, the management will give their
prompt response.
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