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The Board is committed to ensuring high standards of corporate
governance practices as set out in the Code on Corporate
Governance Practices (the “CG Code”) contained in Appendix 14
of the Listing Rules which came into effect on 1 January 2005.
Save as disclosed below, the Company has complied with the
code provisions of the CG Code throughout the year ended 31
March 2006.

(a) Under code provision A.2.1 of the CG Code, the role of
chairman and chief executive officer should be separated and
should not be performed by the same individual.

(b) Under code provision A.4.1 and A.4.2 of the CG Code, (i) non-
executive directors should be appointed for a specific term and
subject to re-election; and (ii) all directors appointed to fill a
causal vacancy should be subject to election by shareholders at
the first general meeting after their appointment, and every
director, including those appointed for a specific term, should
be subject to retirement by rotation at least once every three
years.

The details of such deviations will be explained below.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules for securities transactions by Directors of
the Company. Having made specific enquiry of all Directors, the
Company confirmed that all Directors have complied with the
required standard set out in the Model Code throughout the year.

BOARD OF DIRECTORS

The overall management of the Company’s business is vested in
the Board, which assumes the responsibility for leadership and
control of the Company and is collectively responsible for
promoting the success of the Company by directing and
supervising its affairs. All Directors should take decisions objectively
in the interests of the Company.

The Board undertakes responsibility for decision making in major
matters of the Company, including the approval and monitoring
of all policy matters, overall strategies and budgets, internal
control, financial information, appointment of directors and other
significant financial and operational matters.
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All Directors have been consulted on all major and material matters
of the Company. With the advice and services of the Company
Secretary, the Chairman seeks to ensure that all Directors are
properly briefed on issues arising at Board meetings and receive
adequate and reliable information in a timely manner. Directors
may choose to take independent professional advice in appropriate
circumstances at the Company’s expenses, upon making request
to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the Executive Committee which
comprises the three Executive Directors and the senior
management of the Company. The delegated functions and work
tasks are periodically reviewed. Approval has to be obtained from
the Board prior to any significant transactions entered into by the
above-mentioned officers.

Currently, the Board comprises the following Directors:

Executive Directors:

Dennis Lo Hoi Yeung (Chairman and Chief Executive)
Ng Chi Keung

Chan Chee Shing

Independent Non-executive Directors:
Herald Lau Ling Fai

Joseph Chan Kai Nin

Peter Lee Sheung Yam

Peter Lau Kwok Kuen

During the year ended 31 March 2006, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive directors with at least
one independent non-executive director possessing appropriate
professional qualifications, or accounting or related financial
management expertise. Biographical details of the Directors of the
Company as at the date of this report are set out on pages 14 and
15 of this annual report.

Save that Mr Dennis Lo Hoi Yeung and Mr Herald Lau Ling Fai are
brothers-in-law, the Board members have no financial, business,
family or other material/relevant relationships with each other.
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The Company has received from each of the Independent Non-
executive Directors written annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. In the
Board’s opinion, Mr Herald Lau Ling Fai is able to exercise
independent judgment and integrity in executing his role and
responsibility by virtue of his character, qualifications and
experience despite his relationship with Mr Dennis Lo Hoi Yeung.
On this basis, the Company considers that all the Independent
Non-executive Directors are independent.

BE_ZZXF=-A=+—HILFER & Four Board meetings were held during the year ended 31 March
FEeHBTTMRAEE  BUEEMHEFEXR 2006 and attendance of individual Directors is set out below:—
I

Attendance/Number of Meetings

EERE EFXNE

HITES Executive Directors
EBHG (FEFTHAER) Dennis Lo Hoi Yeung (Chairman and Chief Executive) 4/4
REE Ng Chi Keung 4/4
BeR 75 A Chan Chee Shing 4/4
BIFHITEE Independent Non-executive Directors
2z Herald Lau Ling Fai 2/4
Per BE Joseph Chan Kai Nin 4/4
FHEE Peter Lee Sheung Yam 4/4
21 B 4 Peter Lau Kwok Kuen 4/4
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All Directors well understand their responsibilities to present a
balanced, clear and understandable assessment of annual and
interim reports, price-sensitive announcements and other
disclosures required under the Listing Rules and other regulatory
requirements. The Directors acknowledge their responsibility for
preparing financial statements which give a true and fair view of
the state of affairs of the Group. The statement of the auditors of
the Company about their reporting responsibilities on the financial
statements of the Company is set out on page 37 in the auditors’
report. The Directors, having made appropriate enquires, confirm
that there are no material uncertainties relating to events or
conditions that may cast doubt upon the Company’s ability to
continue as a going concern.

TERMS OF NON-EXECUTIVE DIRECTORS

Code provision A.4.1 of the CG Code requires that non-executive
directors should be appointed for a specific term and should be
subject to re-election.
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Non-executive Directors of the Company did not have a specific
term of appointment during the year under review and in
compliance with the CG Code, all Non-executive Directors have
been appointed for a term of three years from 1 April 2006 and
are subject to retirement by rotation and re-election by the
shareholders in accordance with the Bye-Laws of the Company
(the "Bye-Laws").

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The Board is empowered under the Bye-Laws to appoint any
person as a director of the Company either to fill a casual vacancy
or as an addition to the Board. Since the Board as a whole will
carry out the selection process by making reference to the
qualifications, experience, integrity and time commitment of the
proposed candidates, the Company does not intend to adopt the
recommended best practices of the CG Code to set up a
Nomination Committee.

According to the current Bye-Laws, (i) new directors appointed by
the Board during the year shall hold office until the first annual
general meeting after their appointment and shall then be eligible
for re-election; and (ii) 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, then the number nearest one-third) shall
retire from office, provided that no director holding office as
executive chairman or a managing director shall be subject to
retirement by rotation or taken into account in determining the
number of directors to retire.

The roles of both chairman and chief executive officer of the
Company are presently vested in the same person. For the reasons
as explained in the next section, the Board considers that it would
be in the best interest of the Company to continue such
arrangement, and to continue the exemption of both the chairman
and the managing director (the chief executive officer) of the
Company from any retirement by rotation provisions.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code stipulates that the roles of
the chairman and the chief executive officer should be separated
and should not be performed by the same individual.
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The Company does not have a separate chairman and chief
executive officer and Mr Dennis Lo Hoi Yeung currently holds
both positions. In view of the extensive experience of Mr Dennis
Lo Hoi Yeung in the industry and the fact that the day-to-day
management of the Group is led by him, the Board believes that
this arrangement provides the Group with strong and consistent
leadership, efficiency usage of resources and enables effective
planning, formulation and implementation of long-term strategies
and business plans. The Board considers that this structure will
not impair the balance of power and authority between the Board
and the management of the Company.

Code provision A.4.2 of the CG Code stipulates that every director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

Under the Bye-Laws, the chairman and the managing director of
the Company are not subject to retirement by rotation. For the
same reasons as set out above, the Board considers that it would
be in the best interest of the Company to continue the exemption
of both the chairman and the managing director (the chief
executive officer) of the Company from such retirement by rotation
provisions.

REMUNERATION COMMITTEE

The Board established its Remuneration Committee on 27 March
2006 with defined written terms of reference which are in line
with the CG Code and are posted on the Company’s website and
available to shareholders upon request. The committee comprises
two Independent Non-executive Directors, Mr Joseph Chan Kai
Nin and Mr Peter Lau Kwok Kuen and one Executive Director, Mr
Ng Chi Keung. Mr Joseph Chan Kai Nin is the chairman of the
committee.

The Remuneration Committee is responsible for reviewing and
determining the remuneration packages of the Directors and other
related matters. The committee shall meet at least once a year. As
the committee was only set up on 27 March 2006, no
remuneration committee meeting has been held during the year
under review.

AUDIT COMMITTEE

The Audit Committee comprises Mr Herald Lau Ling Fai, Mr Peter
Lee Sheung Yam and Mr Joseph Chan Kai Nin who are all
Independent Non-executive Directors of the Company. The
committee is chaired by Mr Herald Lau Ling Fai and meets at least
twice a year.
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The principal duties of the Audit Committee include reviewing the
financial statements and reports and considering any significant or
unusual items raised by the qualified accountant, internal auditor
or external auditors before submission to the Board for approval.
It is also responsible for reviewing the scope and nature of the
external audit and the adequacy and effectiveness of the
Company’s financial reporting system, internal control system and
risk management system and associated procedures. The Audit
Committee has adopted written terms of reference which are in
line with the CG Code and are posted on the Company's website
and available to shareholders upon request.

During the year ended 31 March 2006, two Audit Committee
meetings were held to review unaudited interim accounts and
audited annual accounts; to review the remuneration of external
auditors; to discuss with the external auditors their independence
and the nature and scope of the audit; to review the internal
audit programme, findings and management’s responses; and to
evaluate the internal control and risk management system of the
Company.

The attendance of individual members at the Audit Committee
meetings is set out below:

Attendance/Number of Meetings

EERE EFERE
BIFHITEE Independent Non-executive Directors
2w (EE) Herald Lau Ling Fai (Chairman) 2/2
=g Joseph Chan Kai Nin 2/2
Y ER=1 Peter Lee Sheung Yam 2/2
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AUDITORS’ REMUNERATION

During the year ended 31 March 2006, the fees paid/payable to
the auditors in respect of audit and non-audit services provided by
the auditors of the Company were as follows:

Nature of services Amount

Pk %% 1% & &%

HK$'000

BT T

ZEERE /T FPPEEENE Review fee for 2005/06 interim results 440

TEERE ) CEERFFEEELE Audit fee for 2005/06 final results 1,350
BREREEMBE AR RBENIEBZZRDG Non-audit services which covered provision

of tax and consultancy services 487

R Total 2,277

MEBEC 12 INTERNAL CONTROLS
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The Board has overall responsibility for maintaining a sound and
effective internal control system of the Group. The Group’s internal
control system includes a well defined management structure with
limits of authority which is designed for the achievement of
business objectives, safeguard assets against unauthorized use or
disposition, ensure maintenance of proper books and records for
the provision of reliable financial information for internal use or
publication, and to ensure compliance with relevant legislations
and regulations. The Board conducts regular reviews of the Group’s
internal control system.

INVESTOR RELATIONS AND COMMUNICATION

The Company continues to pursue a proactive policy of promoting
investor relations communications. Designated executive directors
and senior management maintain regular dialogue with
institutional investors and analysts to keep them abreast of the
Company’s developments. Enquiries from investors are dealt with
in an informative and timely manner. The Board also welcomes
the views of shareholders on matters affecting the Group and
encourages them to attend shareholders’ meetings to
communicate any concerns they might have with the Board or
management directly.

As a channel to further promote effective communication, the
Company’s website is maintained to disseminate corporate
information and other relevant financial and non-financial
information electronically.



