Corporate Governance Report

The Company is committed to the establishment of good
corporate governance practices and procedures with a view to
being a transparent and responsible organization which is open
and accountable to the Shareholders. The Board believes that
good corporate governance provides a framework and platform
that is essential for and advantageous to effective management

and successful business growth.

The Company has adopted the code provisions of the Code on
Corporate Governance Practices (the “CG Code”) set out in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

Throughout the year ended 31st March, 2006, the Company has
complied with the code provisions of the CG Code except for
the provisions A.1.1, A.2.1 and A.4.1, details of and considered
reasons for which are set out below.

The Board is collectively and ultimately responsible for how the
Company is managed, its strategic direction and performance.
The Board meets to plan, decide and review these matters, which
resolutions are put to a vote. In particular, approval of the Board
is required for adopting the strategy of the Group from time to
time, authorizing the Group’s yearly budget, major acquisitions
and disposals of the Group, major capital investments, dividend
policy and recommendation, appointment and retirement of
Directors and senior management, their remuneration policy and
other major operational and financial matters. Day-to-day
operations of the Group and implementation of the Board'’s
decisions and strategy are delegated to the Company’s

management team.

The Board is collectively responsible for preparing the consolidated
financial statements of the Group which were prepared on a
going concern basis. There are no material uncertainties relating
to events or conditions that may cast significant doubt on the
Company'’s ability to continue as a going concern. Also, there is
no disagreement between the Board and the Audit Committee

regarding the selection of the auditors.
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The Board has also conducted a review of the effectiveness of
the system of internal control of the Group and is satisfied with
the results of the review.

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has also adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Listing Rules on terms no less
exacting as the guidelines for the Directors in respect of their

dealings in securities of the Company.

Upon specific enquiry made by the Company, all Directors
confirmed that they have complied with the required standards
set out in the Model Code for the year ended 31st March, 2006.

THE BOARD OF DIRECTORS
As at the date of this annual report, the Board comprises the

following Directors:

Executive Directors
Mr. Pan Su Tong (Chairman & Chief Executive Officer)
Mr. Dong Zhi Qiang

Independent Non-Executive Directors
Mr. Lai Chi Kin, Lawrence

Dr. Ng Lai Man, Carmen

Dr. Cheng Kwan Wai, Sunny

The biographical details of each Director are disclosed on pages

16 and 17 of this annual report.

Independent Non-Executive Directors

During the year ended 31st March, 2006, the Board at all times
satisfied the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive directors
(per rule 3.10(1)) with at least one independent non-executive
director possessing appropriate professional qualifications or
accounting or related financial management expertise (per rule
3.10(2)).
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Each Independent Non-Executive Director has, pursuant to the
guidelines set out in rule 3.13 of the Listing Rules, confirmed
his/her independence and is continued to be considered by the
Company to be independent.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has complied with the code provisions of the CG
Code throughout the year ended 31st March, 2006 save for the
following:

Paragraph A.1.1 of the CG Code stipulates that board meetings
should be held at least four times a year at approximately

quarterly intervals.

During the financial year ended 31st March, 2006, the Board
held three regular meetings. Details of individual attendance of
each Director are as follows:

Directors
B=
20th July, 2005
Siix
tHA=+H
Pan Su Tong & #R R V4
*Siu Wai Yip, James R v
**Huang Hui I v
Dong Zhi Qiang ot v
Lai Chi Kin, Lawrence RER v/
Ng Lai Man, Carmen REX v/
Cheng Kwan Wai, Sunny BB B v/
Remarks:
v = attended the meeting
/o= attended and chaired the meeting
X = absent
N/A = not applicable
* Mr. Siu Wai Yip, James resigned as Executive Director on 21st
February, 2006.
*ox Mr. Huang Hui resigned as Executive Director on 1st November,
2005.
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The Board scheduled to hold further Board meetings during
December 2005 to March 2006, which, due to the conflicting
schedules of the members of the Board unfortunately rendered
it complicated to arrange for such formal Board meetings. As a
result, the number of regular Board meetings held during the
year fell short of the four times a year as required by the CG
Code. However, the Board recognises the importance to have
regular communication and consideration of Group matters and
thus held discussions and provided relevant information via
telephone conversations, e-mails and faxes at such intervals as
and when necessary, while resolutions were adopted on 29th
December, 2005, 12th January, 2006, 20th January, 2006, 1st
February, 2006 and 18th February, 2006 respectively by written
resolutions duly signed by all the Directors in accordance with

the Articles of Association of the Company.

The Board considers that the arrangements and avenue
entrenched in the Company’s Articles of Association of adopting
resolutions in writing by signature of all Directors provided an
invaluable flexibility and efficiency in meeting with the urgent

and particular needs of the Board from time to time.

Chairman and Chief Executive Officer

Paragraph 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 for a balance of

power and authority.

The Company understands this division of responsibilities between
the chairman and chief executive officer. Traditionally, the
chairman provides leadership to the board of directors and
formulate, together with the board, the business strategies and
long-term objectives of the company whilst the chief executive
officer carries out the decisions made by the board of directors
and, with the support of the executive directors, is responsible
for the day-to-day management and operation of the company’s

business.
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Currently, Mr. Pan Su Tong is serving both as the Company’s
Chairman and Chief Executive Officer. However, the Board
considers that this situation will not impair the balance of power
and authority between the Board and the management of the
Company. This is because the balance of power and authority is
ensured by the operations of the Board which comprises
experienced and high caliber individuals with demonstrated
integrity. Further, decisions of the Board or collective decisions
made by way of majority voting. The Board believes that this
structure is conductive to strong, prompt response and efficient

management and implementation.

Paragraph A.4.1 of the CG Code stipulates that Non-executive
directors should be appointed for a specific term, subject to re-

election.

The Independent Non-executive Directors of the Company are
not appointed for a specific term but are subject to retirement
by rotation at least once every three years at the Company’s
annual general meeting in accordance with the Articles of
Association of the Company. The Board believes that such practice
will offer stability at the Board level while at the same time,
independence is safeguarded by the necessary rotation, retirement
and re-election procedures which involves shareholders’ approval.

BOARD COMMITTEES

Nomination of Directors

The Company does not have a nomination committee. Instead,
the Board is responsible for all matters relating to the
appointment of Directors, either to fill casual vacancies or as an

addition to the existing Directors.

During the financial year, the Board did not meet to consider
the need for additional appointment(s) to the Board. The
individual attendance at Board meetings has been set out above.
Having reviewed and considered the needs of the Company in
terms of strategic direction and other high-level matters, the
Board was of the view that with continued dedicated support of
all the Directors, the Board can continue to duly discharge its
duties and therefore did not proposed to appoint any additional
Director. Consequently, no nomination or recommendation of
candidates was discussed.
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Remuneration of Directors

The Remuneration Committee of the Company is responsible for
formulating and making recommendation to the Board on the
Group's policy and structure of the Directors’ and the senior

management’s remuneration.

Throughout the year ended 31st March, 2006, the Remuneration
Committee comprised Mr. Pan Su Tong (Chairman of the
Remuneration Committee), Mr. Lai Chi Kin, Lawrence and Dr. Ng
Lai Man, Carmen.

During the financial year, the Remuneration Committee has not
held any meeting as there had been no major appointments to
the Company.

Remuneration of Auditors

During the financial year, fees paid/payable to Deloitte Touche
Tohmatsu, the auditors of the Company were HK$2.1 million for
audit service.

Audit Committee

The Audit Committee of the Company comprises the three
Independent Non-Executive Directors, namely Mr. Lai Chi Kin,
Lawrence (Chairman of the Audit Committee), Dr. Ng Lai Man,

Carmen and Dr. Cheng Kwan Wai, Sunny.

The terms of reference of the Audit Committee are in line with
the CG Code. The functions of the Audit Committee include:

1. to make recommendations to the Board on the
appointment, reappointment and removal of the external
auditor, and to approve the remuneration and terms of
engagement of the external auditor, and any questions
of resignation or dismissal of that auditor;

2. to review of financial information of the Company; and

3. to oversee the Company's financial reporting system and

internal control procedures.
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During the financial year, the Audit Committee held three
meetings at which the financial results and reports, financial
reporting and compliance procedures, internal control matters
and the re-appointment of the auditors were reviewed and
discussed. The Chief Financial Officer of the Company was present
at each of such meetings to report and explain to and answer
questions from the Audit Committee regarding the financial
reporting procedures and results of and internal control

safeguards implemented by the Company.

Details of individual attendance of each Audit Committee Member

are as follows:

Committee Members

ZEEERE
20th July, 2005
—2¥DF
tHA=+H
Lai Chi Kin, Lawrence RER Vs
Ng Lai Man, Carmen REX v/
Cheng Kwan Wai, Sunny B E B v/
Remarks:
v = attended the meeting
24 = attended and chaired the meeting
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