Corporate Governance Report

The Company recognizes the importance of good corporate
governance to the Company’s healthy development and has devoted
considerable efforts to formulating and maintaining corporate

governance practices appropriate to the Company’s needs.

The Company has adopted the Code Provisions (“CG Code(s)") set
out in Appendix 14 of the Listing Rules as its own code and has
complied with the CG Codes throughout the Year save as disclosed

below.
Code Provision A.2.1

This CG Code stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed by the same
individual. It also stipulates that the division of responsibilities
between the chairman and the chief executive officer should be

clearly established and set out in writing.

The chairman of the Company, Mr. Lau Chun Ming, also served as
chief executive until 19 December 2005. The Board has appointed
Mr. Lau Chun Kwok, an executive director of the Company, as chief
executive officer on 19 December 2005. There is no written terms
on division of responsibilities between the chairman and the chief
executive officer as the Board considers that the responsibilities of
the two positions are fundamentally distinct and therefore written

terms of division are not necessary.
Code Provision A.4.2
This 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.
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The Company’s bye-laws, in its original forms, provide that a number
nearest to but no more than one third of the total number of directors
are to retire every year and that the chairman of the Company is not
subject to retirement by rotation. Consequently, two of the directors
have been serving on the Board for four consecutive years.
Shareholders of the Company had at its annual general meeting
held in August 2005 resolved to amend the bye-laws of the Company
for compliance with the CG Code. At the forthcoming annual general
meeting, all Directors, including the chairman of the company, whom
have served consecutively for three or more years shall be subject to

retirement in accordance with the amended bye-laws.
Code Provision B.1.1 and B.1.3

The Company has established a remuneration committee in July 2005
with written terms of reference in compliance with the relevant CG
Codes.

Code Provision C.3.3

The Company has revised the terms of reference of its Audit
Committee in July 2005 to affirm and extend its duties to include at

least those as set out in the relevant CG Codes.

Board of Directors
Responsibilities

The Board is responsible for the control and leadership of the
Company and its duties include the approval and monitoring of all
policy matters, business strategies, internal control systems, material
transactions, appointment of directors and other significant
operational, financial and legal compliance matters. The Board
delegates the authority to manage the daily affairs of the Group to

the chief executive officer and senior management.
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The proceedings of the Board follow all the relevant CG Codes. The
Board meets regularly and board meetings are held at least four
times a year. All Directors have full and timely access to relevant
information as well as the advice and services of the company
secretary with a view to ensuring that board procedures, and all
applicable rules and regulations, are followed. Each Director is able
to seek independent professional advice in appropriate circumstances,
by making request to the company secretary, to assist in discharging
his duties.

Composition

The composition of the Board is as follow:

Executive Directors:

Mr. Lau Chun Ming — Chairman

Mr. Lau Chun Kwok — Chief Executive Officer
Mr. Lau Chun Ka

Ms. Leung Lai So

Mr. Hsu Kam Yee, Simon

Mr. Chan Sun Kwong — Company Secretary

Non-executive Director:
Mr. Chiu Kam Kun, Eric

Independent Non-Executive Directors:
Dr. Lee Peng Fei, Allen — Chairman of Remuneration Committee

and member of Audit Committee

Professor Wong Sue - Member of Audit Committee and
Cheun, Roderick Remuneration Committee
Mr. Chan Wai Dune  — Chairman of Audit Committee and

member of Remuneration Committee
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The composition of the Board reflects a diverse yet balanced set of
skills and experience which is essential for effective leadership of
the Company. All the Board members have extensive experience
and knowledge in corporate management as well as strong
commercial acumen. Biographic details which include relationships
among members of the Board are disclosed in the “Directors and

Senior Management” section of the Report of the Directors.

The Company has received from each independent non-executive
director an annual written confirmation of independence pursuant
to the Listing Rules. The Company considers all independent non-
executive directors to be independent in accordance with the

independence guidelines set out in the Listing Rules.

Appointment, Re-election and Removal of Directors

The procedures for the appointment, re-election and removal of
directors are laid down in the Company’s bye-laws. Each of the non-
executive directors of the Company is appointed for a specific terms
and all Directors are subject to retirement by rotation at least once
every three years. The Company currently does not have a nomination
committee and the Board as a whole is responsible for reviewing its
composition, monitoring the appointment and independence, where
applicable, of Directors, and identifying suitable and qualified

individuals to become board members when necessary.

Remuneration of Directors

The Company established a remuneration committee with written
terms of reference in compliance with the relevant CG Codes in July
2005. Non-executive Directors are paid fees generally in line with
market practice and taking into consideration the responsibilities
and time spent by the non-executive Directors on the Company’s
affairs. The remuneration of executive Directors is determined by
the chairman of the Board in consultation with the Remuneration
Committee after taking into consideration market trends and
responsibilities and performance of the individual with a view to

provide attractive reward to and retain high performing individuals.
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Further details regarding the Remuneration Committee are disclosed

in the “Remuneration Committee” section of this report.

Board Meetings

Regular board meetings are held at least four times a year and

additional meetings are convened as and when required. During

the Year, four regular board meetings were held by the Company

and the attendance record of the Directors is as below.
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Meetings Attended/Meetings Held

BHEZEE CSETZER

Audit Remuneration

Directors Board Committee Committee
BEx g EREBEE FMEES
Lau Chun Ming 21 #% 88 4/4 N/A N/A
TiEA 3 A

Lau Chun Kwok 24 4/4 N/A N/A
A I3 A

Lau Chun Ka B K 3/4 N/A N/A
TiE A i A

Leung Lai So 22 B 4/4 N/A N/A
TiEA 3 A

Hsu Kam Yee, Simon Bk 4/4 N/A N/A
A I3 A

Chan Sun Kwong 9= 4/4 N/A N/A
A5 B i A

Chiu Kam Kun, Eric K B2 3/4 N/A N/A
TiEA N3 A

Lee Peng Fei, Allen =R 4/4 2/2 1/1
Wong Sue Cheun, Roderick Ttz 4/4 2/2 11
Chan Wai Dune BR 4 b 3/4 212 171
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Notices of regular board meetings are served to all Directors at least
fourteen days before the meetings and reasonable notice is generally
given for other meetings. Meeting agenda and board papers together
with other relevant materials are sent to all Directors at least three
days (or such other period as agreed) before each meeting. The
Company Secretary is responsible to take minutes of all board and
board committee meetings. Draft and final meeting minutes are sent
to all Directors for their comment and records respectively within

reasonable time after the meeting is held.

Guidelines are in place which stipulate that any material matters
which involves a conflict of interests for a substantial shareholder or
Director will be dealt with at a duly convened board meeting. The
Company’s bye-laws also contain provisions stipulating the
procedures according to which any material matters involving conflict

of interests are to be approved at board meeting.
Board Committees
Audit Committee

The Audit Committee of the Company was established in 2003. It
currently comprises three independent non-executive Directors and
is chaired by Mr. Chan Wai Dune, who possesses the appropriate
professional qualifications or accounting or related financial

management expertise.

The Audit Committee has specific written terms of reference which
lay down clearly its authority and duties. The terms of reference of
the Audit Committee has been revised in July 2005 to align them
with the requirements of the relevant CG Codes.
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The Audit Committee has met two times during the Year and the

work performed included the following:

—  reviewed and revised its terms of reference to conform to the

relevant CG Codes;

— reviewed the Company’s annual report and results

announcement for the year ended 31 March 2005;

— reviewed the Company’s interim report and results

announcement for the period ended 30 September 2005;

—  met with the Company’s auditors and management to discuss
issues arising from the audit and interim review of the

Company;

—  considered and advised the Board on matters in relation to
new accounting policies and standard, internal control

measures and risk management procedures; and

—  reviewed the engagement, independence, remuneration and
effectiveness of the auditors on both audit and non-audit

services.

The Company’s audited financial statements for the Year have been

reviewed by the Audit Committee.
Remuneration Committee

The Company established a remuneration committee with written
terms of reference in compliance with the relevant CG Codes in
July 2005. It currently comprises three independent non-executive

Directors and is chaired by Dr. Lee Peng Fei, Allen.

The primary objectives of the Remuneration Committee include
making recommendations on and approving the remuneration
policy and packages of executive Directors and ensuring that no

Director will be involved in deciding his own remuneration.
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The Remuneration Committee has held one meeting during the Year

to:
— appoint its chairman;
—  review the terms of reference of the committee;

—  review the fairness of remuneration packages of the Directors;

and

- consider and advise the Chairman on the proposed revision to

the remuneration packages of certain executive Directors.
Model Code for Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 of the Listing Rules
as its own code regarding securities transactions by Directors of the
Company and its subsidiaries and employees of the Group who are
likely to be in possession of unpublished price-sensitive information
of the Company. All the Directors have confirmed their compliance
with the codes throughout the Year.

Directors’ Responsibility for the Financial
Statements

The Directors acknowledge their responsibilities for the preparation
of the Company’s financial statements in accordance with statutory
requirements and applicable accounting standards. Furthermore, the
Board is responsible for presenting a balanced, clear and
understandable assessment of the Company’s annual and interim
reports, other price-sensitive announcements and other financial
disclosures required under the Listing Rules and other statutory

requirements.
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The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements of the Company
is set out in the “Report of the Auditors” forming part of this annual

report.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries, there
are no any material uncertainties relating to events or conditions
that may cast significant doubt on the Company’s ability to continue

as a going concern.
Internal Controls

The Board recognizes its responsibility for maintaining a sound and
effective system of internal controls to safeguard the interests of the

Company’s shareholders and the Company’s assets.

The Company’s internal control system includes a defined
management structure with limits of authority and is designed to
help the achievement of business objectives, safeguard assets against
unauthorized use, maintain proper accounting records for both
internal use and publication and ensure compliance with relevant
regulations. The system is designed to provide reasonable, but not
absolute, assurance against material misstatement or loss and to

manage, rather than eliminate, risks of failure in operational systems.

The Directors have reviewed the effectiveness of the Company’s
internal control system and found no irregularity or material weakness

within the system.
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Auditors’ Remuneration

The remuneration paid or payable to the Company’s auditors in

respect of services provided is as follow.

Fees for audit services amounted to HK$700,000

Fees for non-audit services amounted to HK$480,000 which

comprises:

—  HK$100,000 for review of interim financial statements; and

—  HK$380,000 for review of various financial statements in

relation to a major and connected transaction.

Communication with Shareholders

The Board recognizes the importance of regular and open
communications with the Company’s shareholders and encourages
their active participation at general meetings. The Chairman of the
Board and Board Committees, the Chief Executive Officer and senior
management of the Company all endeavour to make themselves
available to answer questions at the general meetings. The
Company’s interim and annual reports also serve as an important
mean of communications from the Company and the Board to
shareholders.

The rights of shareholders and the procedures for demanding a poll
on resolutions at general meetings are contained in the Company’s
bye-laws. Details of such rights and procedures are included in all
circulars to shareholders and will be explained during general

meetings.
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