PEXRERKRE

Corporate Governance Report

1 51 2 B
AR RN TR R RN 2 REER -
K“ﬂ%$@U§$@DW¢~£iﬂﬁ

= R P 1S 2 (B8 K AR (5 B R AE 5
7(%@29% R BEREE TR EER -

Kiﬁziﬁ’iuﬁ’i@ﬁuﬁﬁgﬁﬁéﬁi &35
FrERAFZS EmAR ([EmRAL)
24 Fm%%%ﬁﬁﬁm (I=r81)) 2 RA -

AT FRAIERSN  ARRRBE_T
RF=ZA=1+T—"HILE2FHETER

=
=

(@ HREBEFANRXEA2.1IE © EFRITH
wEnAeRERY  RTEH A
FRFRE - AR ZEEFERRER
SEMSTHEE ABHEERAK
B2 AEMRSE  MEEKELRED
TEEEIRNREFHELE -EFS

FAERSTFERFZAEHEEREL
BEERRMES BEEFHEHE
EREE-ANBEEIFEREFEKE
2B R A ATIRERE R ERZ
FE - NEARKIIRHTRAEME

KiE - EEBERORETIRNBEESRE
ERETEETT IR FEENAK

STATEMENT OF COMPLIANCE

The Company is committed to adopt and maintain a high standard
of corporate governance. The board of directors of the Company
(the ”"Board”) believes that good governance is essential to
achieving the Group’s objectives of maximizing shareholders’ value
and safeguarding the interests of shareholders.

This report sets out the means by which the Group applies the
principles in the Code on Corporate Governance Practices (the
“Code"), as appended to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

With the exception of the matters noted below, the Company has
complied with the Code throughout the year ended 31st March,
2006:

(@  Under Code provision A.2.1, the roles of chairman and chief
executive officer should be separated and should not be
performed by the same individual. In the opinion of the
Board, the role of the chief executive officer is equivalent to
that of the managing director in the Group and Mr. Ip Chi
Shing, Tony is now acting both as the Chairman of the Board
and the Managing Director of the Company. The Board also
considers that the current role of the Chairman overlaps to a
significant extent with that of the Managing Director. The
Board believes that vesting the roles of both chairman and
managing director in Mr. Ip provides the Company with
strong and consistent leadership and allows for more efficient
and effective planning and execution of long term business
strategies. The Group’s current mode of operations is
characterized by a high degree of delegation of management
responsibilities to the general managers of the Group’s
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STATEMENT OF COMPLIANCE (CONTINUED)

ERCLISEERAE —ZZTRE-_ZEREFEER

different business units. Accordingly, the Board believes that
although the roles of Chairman and Managing Director are
performed by the same individual, the power of board
management and executive management is not unduly

concentrated.

Code provision A.4.2 requires that every director, including
those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.
Pursuant to the articles of association of the Company (the
"Articles”) then in effect before 25th August, 2005, at each
annual general meeting, one-third of the Directors for the
time being (or, if their number is not three or a multiple of
three, the number nearest to but not exceeding one-third)
shall retire from the office by rotation provided that
notwithstanding anything herein, the Managing Director or
Joint Managing Director of the Company shall not, whilst
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. As the Managing Director or Joint
Managing Director is not subject to retirement by rotation
under the Articles, this constitutes a deviation from the Code
provision A.4.2. To comply with the Code provision A.4.2, the
relevant amendment to the Articles was proposed and
approved by shareholders at the Company’s annual general
meeting held on 25th August, 2005. Accordingly, the
Managing Director or Joint Managing Director shall also be
subject to retirement by rotation as with other Directors.
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THE BOARD

Composition of the Board

The Board currently comprises seven executive, one non-executive
and three independent non-executive directors. Biographic details
of the Directors are set out in the section of Directors and
Management Executives Profile on pages 35 to 40. All
non-executive Director and independent non-executive Directors are
appointed for a specific terms of two years, subject to re-election.

Executive Directors Mr. Ip Chi Shing, Tony

(Chairman and Managing Director)

Ms. Ip Fung Kuen
(Deputy chairman)

Mr. Yip Tsz Hin, Stephen
(Deputy chairman)

Mr. Ng Siu Ping, George

Mr. Ting Hon Yam

Mr. Wong Kam Yim, Kenny
(Deputy CEO)

Mr. Young Man Kim, Robert

Non-executive Director  Mr. Tong Wui Tung, Ronald

Independent Mr. Wong Kong Chi
Non-executive Mr. Au-Yeung Tsan Pong, Davie
Directors Mr. Li Chak Man, Chuck
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THE BOARD (CONTINUED)

Composition of the Board (continued)

The Board is responsible for the leadership and control of the Group
and oversees the businesses, strategic directions and financial
performance of the Group. The members comprising the Board
provide the Group with a diverse range of industry, financial and
commercial knowledge and experience. This combination of skills
and interests facilitates the Board in formulating its decisions and
strategies and ensures that all Directors are able to make a
significant and individual contribution to the Group.

Mr. Ip Chi Shing, Tony, is the brother of Ms. Ip Fung Kuen and Mr.
Yip Tsz Hin, Stephen. Save as disclosed above, the Directors are not
otherwise related to each other.

The Company has received annual confirmations from all three
Independent Non-executive Directors in respect of their independence
as set out in rule 3.13 of the Listing Rules. One of the Independent
Non-executive Directors possesses the appropriate professional
accounting qualifications and related financial management
experience.

The Board regularly reviews its composition and membership to
ensure that it possesses the necessary skill, experience and diversity
to discharge its responsibilities effectively. Currently, the nomination
and appointment of new directors are the responsibilities of the full
Board.
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THE BOARD (CONTINUED)
Operation of the Board
During the year ended 31st March, 2006, twenty-four *regular and

other Board meetings were held by the Board. The attendance of
each Director at these meetings is shown in the table below:

ETEgERER ExgHMmER
Regular Board Meetings Other Board Meetings
HERE RS IR # HERE R R

== Director Attended Apologies given Attended Apologies given
HITES : Executive Directors

R S Mr. Ip Chi Shing, Tony

(FEER (Chairman and

EERALE) Managing Director) 4 0 16 4
HEl4e /N E Ms. Ip Fung Kuen

(B F ) (Deputy chairman) 4 0 8 12
EFEEE M. Yip Tsz Hin, Stephen

Bl EE) (Deputy chairman) 4 12

RBF&RE Mr. Ng Siu Ping, George 20
TES L E Mr. Ting Hon Yam 7 13
=ERBRE Mr. Wong Kam Yim, Kenny

(B 7T B 48 %) (Deputy CEOQ) 3 1 11
BR®E Mr. Young Man Kim, Robert 4 0 10 10
FHITES Non-executive Director
JE FEBR St A& Mr. Tong Wui Tung, Ronald 4 0 9 11
BIUFHMITEE © Independent Non-executive

Directors

BEELERE Mr. Wong Kong Chi 4 0 13
R[5 B 5 A Mr. Au-Yeung Tsan Pong, Davie 3 1 14
TER%E Mr. Li Chak Man, Chuck 4 0 10 10
* RRARARAFEBHOEFTRIT-—REFH * Four Regular board meetings are held approximately quarterly during

BITNAEFEEAER BAZHES
BopBHEMEFRMTNEZ2ME -
BROTZEFEERAERN  EFEHT
HORHEFTEMEH  UWHLERESRH
L MEEFTERAFEIBZEH -

the year which involve the active participation, either in person or
through other electronic means of communications, by a majority of
the directors. Besides the Regular board meetings, other board
meetings are convened from time to time for the Board to approve
routine business or discuss matters that require the Board’s timely
attention.
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THE BOARD (conTINUED)

Operation of the Board (continued)

The Group has adopted procedures for the Directors to seek
independent professional advice at the Company’s expenses. New
directors are offered a comprehensive, formal and tailored induction
upon appointment.

The joint role of Finance Director and Company Secretary, held by
Mr. George Ng, ensures that the Directors have ready access to all
necessary information and that all Board procedures are followed.
Mr. Ng is also responsible for offering opportunities of continuing
professional development to all Directors to develop and refresh
their knowledge and skills to help ensure that their contribution to
the Board remains informed and relevant.

Delegation by the Board

A formal schedule of matters reserved for the Board is maintained
and is subject to regular review. Those matters include:

o long term objectives and strategies

o preliminary announcements of results

o annual budgets

. major capital expenditure, acquisitions and disposals
. risk management policies

3 connected transactions

. dividends

° appointment of new directors

o establishment of Board committees

In relation to non-reserved matters, the Board has delegated its
principal executive responsibilities to the Group Management
Committee (the “GMC"), which comprises six Executive Directors,
namely Mr. Ip Chi Shing, Tony, Mr. Yip Tsz Hin, Stephen, Mr. Ng Siu
Ping, George, Mr. Ting Hon Yam, Mr. Wong Kam Yim, Kenny and Mr.
Young Man Kim, Robert, and three senior executives, namely, Mr. Li
Wai Man, Peter, Mr. Kwong Kwok Chiu and Mr. Zhao Chu Bang. The
GMC operates under a clearly defined set of Terms of Reference and
normally meets on a monthly basis. It is also responsible for the
management and day-to-day operations of the Group.

The Board also delegates certain responsibilities to the Remuneration
and Audit Committees as described below.

“EEREETAEFESER
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The Remuneration Committee, which comprises one non-executive
and three independent non-executive directors, is chaired by Mr.
Au-Yeung Tsan Pong, Davie and was formed in June 2005. Major
roles and functions of the Remuneration Committee include:

o making recommendation to the Board on the Group’s policy
and structure for all remuneration of Directors and senior

management

o determining the remuneration packages of all Executive
Directors and senior management

The terms of reference of the Remuneration Committee are
available on the Company’s website and from the Company
Secretary on request.

REBEZ-_ZTXF_A=1+—HBFE % During the year ended 31st March, 2006, the Remuneration
MEEGRITTMAERAEHE  SKER Committee held two formal meetings and the attendance of each
BRAgRZEHRBEREEINEOT © — member at these meetings is shown in the table below:

i E R & BRE IR
RE Member Attended Apologies given
B f5 B H0 58 A& Au-Yeung Tsan Pong, Davie 2 0
BEEELE Wong Kong Chi 2 0
FTERLE Li Chak Man, Chuck 2 0
JE FE R St A& Tong Wui Tung, Ronald 1 1

RzFgmlt  HHEZES

o HEAREBMR_ZTRF+AME
BUOBRENSREEBR TEBRE

s BMENAEEMTEFRSAEEREZ
BN A R R TR

o WMAERAITESFRRZHE

In these meetings, the Remuneration Committee:

o approved the share options granted to selected Directors and
senior management of the Group in October 2005

o reviewed the remuneration structure and policy of the
Group's Executive Directors and senior management

J discussed the system of performance appraisal of the
Executive Directors
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (CONTINUED)

Directors’ emoluments comprise payments to Directors by the
Company and its subsidiaries in connection with the management
of the affairs of the Company and its subsidiaries. The amounts
paid to each Director of the Company for the year ended 31st March,
2006 are showed in Note 9 to the consolidated financial statements.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ responsibilities

The Directors acknowledge their responsibilities for preparing the
financial statements of the Group and their announcements to
shareholders and commits to the presentation of a balanced, clear
and comprehensive assessment of the Group's performance,
position and prospects. The Board is not aware of any material
uncertainties that may cast significant doubt upon the Group’s
ability to continue as a going concern.

The Auditors’ reporting responsibilities are stated in the Auditors’
Report on pages 63 to 64.

The Audit Committee

The Audit Committee was formed in November 1998 and currently
comprises one non-executive and three independent non-executive
directors and is chaired by Mr. Wong Kong Chi. Major roles and
functions of the Audit Committee include:

. review of financial information of the Group

. oversight of the Group’s financial reporting system and
internal control procedures

o monitoring of the relationship between the Group and its
external auditors

The terms of reference of the Audit Committee are available on the
Company’s website and from the Company Secretary on request.
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BEREZR @) ACCOUNTABILITY AND AUDIT (CONTINUED)
BEXREE® (4B) The Audit Committee (continued)
ERZEERBE_TSEF=ZA=+— The Audit Committee met five times during the year ended 31st
BFEERTTRAREZ  SKENREHEE March, 2006 and the attendance of each member at these
BB EREEIAT - — meetings is shown in the table below:

HERE R IR #
2 4=1 Member Attended Apologies given
BEELERE Wong Kong Chi 5 0
FR RS B H 5 A4 Au-Yeung Tsan Pong, Davie 5 0
FTERKLE Li Chak Man, Chuck 5 0
J& FE R 55 A& Tong Wui Tung, Ronald 4 1
CZEgaZP  EZEET In these meetings, the Audit Committee:

e TEARKEGHRFEXFEEESSH . reviewed the interim and annual results of the Group before

JERTE HEITERR] - HHETTENNB their approval by the Board and in doing so, the committee
B BEREZEEEHINAEERE focused on material deviations of the Group’s performance
HEFEECERNRE - ARAE - from past year’s results, major areas of judgement, selection
BEERERSTBRR s T E2&HE RE and application of accounting policies and compliance with
STEEMRE regulatory requirements

o HHAIBFN I 2ME - EHAFEET . received reports from the internal audit department, discussed
FERERFEHETH R SHERER material findings with the head of internal audit and
EETEHE approved the internal audit plan

o HANEE[E 2 HMNEZEANBAZEGT B . discussed the audit plan with the Group’s external auditors

TR RERFEE LM BRGEE and assessed its independence with reference to its policies
WM EITREE - DA R ET PR 4 for maintaining independence and reviewed the extent of
2 = BUAR 75 & [E non-audit services provided
EZZEEER T RFA=-+=H An audit committee meeting was held on 23rd June, 2006 to
vEZEZEggR L EHEERHE_ZTZT review the Group’s audited consolidated financial statements for
NEZA=+—HIEFENKEZESH the year ended 31st March, 2006.
s o
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BERZE @) ACCOUNTABILITY AND AUDIT (CONTINUED)
A B 4= &l Internal Control
EEEREEEEAARTRITEEA The Board has delegated to management the responsibilities of
EBEEIE 2 R - LARMLE B RIE T I 53R designing and implementing an appropriate system of internal
H - BENERRBE LR 2EST controls to provide reasonable assurance regarding the reliability of
financial reporting, effectiveness and efficiency of operations and
compliance with applicable laws and regulations.
N EBE T B 1997F KN+ JE 2 3 BE RN The internal audit department was set up in 1997 to monitor
*B EEREREF2ER - WHANEERSZ independently the implementation of the internal control procedures
BRI iR - NEMEBEIEBEEE MM and to make recommendations on the effectiveness of the internal
é%&%ﬁ? BEWE - control system. The head of internal audit reports directly to the
Finance Director and the Audit Committee.
RZZEZRFT A EFEREKLA In December 2005, the Board authorized the set up of an internal
MHEEHNDE - BERTTAMEXEC2.11& task force to examine the requirements of Code provision C.2.1
AR ESSHSFRIRNEEANBEIER regarding the annual review by the Board of the effectiveness of the
FHEE 2 RE - ZRBEEH/NPHEHER ZZTER Group’s system of internal control. The task force made its
FZARMESSIREVSERWTEFTRE preliminary recommendation to the Board in March 2006 and it is
E_ETZHEF=RA=+—HILZMBFE expected that full compliance of Code provision C.2.1 will be
1A 2 P ST AMESCE C.2. 1 © achieved in financial year ending 31st March, 2007.
ZEE 2B & Auditors’ Remuneration
BHz—_ZZXF-A=+—HULEVKFE - For the financial year ended 31st March, 2006, the fee paid/payable
BT ENTFAREEZHEAEY e BE to the Group’s external auditors, Messrs. Deloitte Touche Tohmatsu,
R EETAIIT 2 EBRAMAT ¢ is set out as follows:
g2 EAME
iRt Z BR 8 Services rendered Fee paid/payable
FAET
HK$'000
TR Audit services 1,900
FEZRE Non-audit services
— BHIE IR % Taxation services 157
—EH P HERE Interim review 270
BERAES Audit of provident fund 16

ER{EIKBEARRAT
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INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Board recognizes the importance of good communications with
all shareholders and establishes and maintains different
communication channels with its shareholders. Representatives of
the Board hold meetings with institutional investors after the
publication of the Group’s interim and final results each year and
host ad hoc site visits at requests.

The Company’s Annual General Meeting (the “AGM") provides a
valuable forum for the Board to communicate directly with private
shareholders. The Chairman of the Board attends the AGM and
arranges the chairmen of the Remuneration and Audit Committees
or, in their absence, another member of the committees to be
available to answer questions at the AGM. Separate resolutions are
proposed at general meetings on each substantially separate issue,
including the election of Directors.

The Group established a Corporate Communications Department in
September 2005 with an aim to enhance its relationship with the
public and its shareholders. The new department strives to build
and promote the positive image of the Group by engaging in
corporate identity enhancing activities and maintaining high level of
transparency through frequent news disclosure and media
communications. Corporate social responsibility efforts are also
made to improve the Group's public standing and corporate
reputation.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 of the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. After making specific
enquiry, all Directors have confirmed that they have fully complied
with the required standard set out in the Model Code.
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