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Pursuant to Appendix 23 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), the Board of Directors (the “Board”) of YGM
Trading Limited (the “Company”) presents this Corporate
Governance Report for the year under review.

Corporate Governance Practices

The Board firmly believes that corporate governance is essential
to the success of the Company and has adopted various measures
to ensure its strict compliance with relevant regulatory
requirements, a high level of transparency in corporate
governance and an excellent performance in operation.

In the opinion of the Board, the Company has complied
throughout the year ended 31 March 2006 with the Code on
Corporate Governance Practices as set out in Appendix 14 of
the Listing Rules, except that the non-executive directors were
not appointed for a specific term but are subject to retirement
by rotation and re-election at the Company’s annual general
meetings in accordance with the Company’s articles of
association.

Directors’ Securities Transactions

The Company has adopted a Securities Dealing Code regarding
directors’ securities transactions on terms no less exacting than
the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code")
contained in Appendix 10 of the Listing Rules. All Directors
have confirmed, upon specific enquiry by the Company, that
they have complied with the required standard set out in the
Model Code and its Securities Dealing Code throughout the year
under review.

Board of Directors

The major responsibilities of the Board include formulation of
strategic plans, adoption of corporate strategies, assessment of
investment projects, monitoring and controlling the Group'’s
operating and financial performance, assessment and
management of risk to which the Group is exposed.

The Board comprises seven executive Directors, being Messrs.
Chan Sui Kau, Chan Wing Fui, Peter, Chan Wing Sun, Samuel,
Chan Wing Kee, Chan Wing To and Fu Sing Yam, William and
Madam Chan Suk Ling, Shirley, and three independent non-
executive Directors, being Messrs. Leung Hok Lim, Wong Lam
and Lin Keping.
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Board of Directors (continued)

The Company has appointed a sufficient number of independent
non-executive Directors with suitable professional qualifications,
such as expertise in accounting and financial management, in
accordance with the requirements of the Listing Rules. The
Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules.

EEERNTFRETTI4NES  SEE2H The Board held four meetings during the year. The attendance
sk MT record of individual Directors is as follows:
HEBITERRE

Meetings attended / Held

5= Directors

PR I Bk Chan Sui Kau 4/4

PR ok 2= Chan Wing Fui, Peter 4/4

PR ok 24 Chan Wing Sun, Samuel 4/4

BRI Chan Suk Ling, Shirley 4/4

A Fu Sing Yam, William 4/4

BR oK HE Chan Wing Kee 4/4

bR oK H Chan Wing To 3/4

2 2% Leung Hok Lim 4/4

F & Wong Lam 4/4

NI Lin Keping 4/ 4
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Chairman and Chief Executive Officer

The roles of the Chairman of the Board and the Chief Executive
Officer of the Company are separated, with a clear division of
responsibilities. The Chairman of the Board is responsible for
formulating corporate strategies and overall business
development planning. The Chief Executive Officer’s duty is to
oversee the execution of daily business activities. The division of
responsibilities at the board level is to ensure a balance of power
and authority. The Chief Executive Officer is the son of the
Chairman, details of the relationship between other Directors
are disclosed on pages 31 to 33.
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Audit Committee

The Company formulated written terms of reference for the Audit
Committee in accordance with the requirements of the Listing
Rules. The Audit Committee consists of three independent non-
executive Directors, namely Messrs Leung Hok Lim, Wong Lam
and Lin Keping. Mr. Leung Hok Lim is the chairman of the Audit
Committee. The Audit Committee held two meetings during
the year with an attendance rate of 100%.

The Audit Committee is mainly responsible for monitoring the
integrity of the Company’s financial statements, reviewing the
Company'’s internal control system and its execution, evaluating
financial information and related disclosure; and reviewing
connected transactions.

The Group's audited financial statements, internal control system
and connected transactions for the year ended 31 March 2006
have been reviewed by the Audit Committee.

Remuneration Committee

The Remuneration Committee consists of two executive
Directors, namely Messrs Chan Wing Fui, Peter (chairman of the
remuneration committee) and Chan Wing Sun, Samuel, and
three independent non-executive Directors, namely Messrs Leung
Hok Lim, Wong Lam and Lin Keping. The Company had
formulated written terms of reference for the Remuneration
Committee in accordance with the requirements of the Listing
Rules.

The Remuneration Committee is responsible for ensuring formal
and transparent procedures for developing remuneration policies
and in overseeing remuneration packages of the Directors. It
takes into consideration factors such as salaries and
compensation packages paid by comparable companies, time
commitment and responsibilities of the Directors. It would also
take into account whether the emoluments offered are
appropriate to the duties and performance of the respective
individuals concerned and whether such emoluments are
competitive and sufficiently attractive to retain such individuals.

The Remuneration Committee convened one meeting during
the year with an attendance rate of 100%.



EERS

EEQHARUIREZES - REART
ZABER  ARABRRAMERERK
BN EEREADEFEURRTAR
RARABRBFRASIE - BHAREE
FREANBEEARREAXRBESER
RENE@MBAN  BETERBERBFX
SREREEARTERZBERBEFAS
BRAEEART - BARERERIER
HRENDRERX -

EERUBHRRFTARZ
B

EXREESEMBBRIMBHRRERLZ
METE  UBERZFMBHRRENEE
BN i S RN R B X B R R 2 B BOIR
N XERBAERE - ARBMBHRRZ
mEOTAMAERBEEENER S ER
ZRE BFAERTHREZNERERN
BEZGBE  ULEHEEREEZ
# T e fh 5t e

ARBZHEEFH M EL T2 B W
EAFERAFREISEEFI6E ZHAMBE

A

BBz

RNEBFET T Z TIEM AT 2 1% 2R B
L HEE BER3,189,000 T (ZEERE : /&
#3,020,0007T) + E % #1,918,0007T (=
TEFHE : B¥1,668,0007T) XN FAEE
CEERBMERHSETRMEL -

tEEBRS
Corporate_Governance Report

Nomination of Directors

The Board has not established a Nomination Committee.
Pursuant to the Company’s Articles of Association, shareholders
of the Company are entitled to propose candidates. The proposal
for the appointment of directors should be submitted at the
annual general meeting for approval. The intention for proposing
director candidates and the acceptance of nomination by the
candidates should be submitted in writing to the Company no
earlier than the date of dispatch of annual general meeting notice
and no later than the annual general meeting. Time limits for
nomination and acceptance of nomination should not be less
than 7 days.

Directors’ Responsibility for the
Financial Statements

The Directors are responsible for overseeing the preparation of
financial statements for each financial period with a view to
ensuring such financial statements give a true and fair view of
the state of affairs of the Group and of the results and cash flow
for that period. The Company’s financial statements are prepared
in accordance with all relevant statutory requirements and
applicable accounting standards. The Directors are responsible
for ensuring that appropriate accounting policies are selected
and applied consistently; and that judgments and estimates made
are prudent and reasonable.

The reporting responsibilities of KPMG, the Company’s auditors,
are set out in the Auditors’ Report on pages 35 to 36 of this
Annual Report.

Auditors’ Remuneration

Total auditors’ remuneration in relation to the statutory audit of
the Group amounted to HK$3,189,000 (2005 : HK$3,020,000)
of which a sum of HK$1,918,000 (2005: HK$1,668,000) was
paid or payable to the Group’s principal auditors, KPMG.
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Auditors’ Remuneration (continued)

The remuneration paid to the Group’s principal auditor, KPMG,
and its affiliated firms, for services rendered is broken down as
follows:

ETEEZ Statutory audit
IEEZRB Non-audit services
FEE Total

2006 2005

HK$ HK$
1,918,000 1,668,000
554,000 320,000
2,472,000 1,988,000
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Internal Control

The Board recognises its responsibility for maintaining an
adequate and sound internal control system and through the
Audit Committee, conducts reviews on the effectiveness of these
systems at least annually, covering all material controls, financial,
operational and compliance controls and risk management
functions. The process used in reviewing the effectiveness of
these internal control systems includes discussion with
management on risk areas identified by management. The
purpose of the Company’'s internal control is to provide
reasonable, but not absolute, assurance against material
misstatement or loss and to manage rather than eliminate risks
of failure in operational systems so that the Company’s objectives
can be achieved.





