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GOVERNANCE FRAMEWORK

The Company is committed to building and maintaining high
standards of corporate governance practices. The Company
adopted its own Code on Corporate Governance Practices (the
"QPL Code") incorporating the principles and code provisions set
out in the Code on Corporate Governance Practices (the “CG
Code") contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the "Listing Rules”). A copy of the QPL Code is posted on the

Company's website.

Throughout the year under review, the Company has applied the
principles and complied with all the code provisions set out in the
CG Code applicable to the year under review except for the

deviations explained in the relevant paragraphs below.

BOARD OF DIRECTORS

The board of directors (the "Directors”) of the Company (the
“Board") assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the
success of the Company by directing and supervising the Group's
affairs. Responsibilities of the Board include but are not limited to
the formulation of the Group's strategy and policies, setting of
corporate and management targets and key operational initiatives,
monitoring and control of operational and financial performance,
and approval of major capital expenditures, major investments,
material acquisitions and disposal of assets, corporate or financial
restructuring and financial and

significant operational

management matters.

The Board delegates the day-to-day management and operations
of the Group's businesses to the executive management under
the supervision of the chief executive officer. The division of
responsibilities between the Board and the management is set
out in the QPL Code.
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Three Board committees, namely, the Audit Committee, the
Remuneration Committee and the Nomination Committee, have
also been established to oversee particular aspects of the Group's

affairs. Details of these three committees are set out below.

The Company has established a policy enabling Directors to seek
independent professional advice in appropriate circumstances at
the Company's expense. The Board will provide separate
independent professional advice to Directors to assist the relevant
Director or Directors to discharge his/their duties to the Company

as and when requested or necessary.

Board Composition

The structure, size and composition of the Board are reviewed
from time to time to ensure that the Board has a balanced
composition of skills and experience appropriate for the
requirements of the businesses of the Group, and that the
balance between executive Directors and independent non-
executive Directors is sufficient to provide adequate checks for
safeguarding the interests of the shareholders of the Company

and to enable the Board to exercise independent judgment.

During the year under review and up to the date of this Annual
Report, the Board consists of two executive Directors, one of
whom is the founder of the Group and Chairman of the Board,
and three non-executive Directors, all of whom are independent

non-executive Directors.
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Executive Director and Chairman of the Board
Li Tung Lok

Executive Directors

Kwan Kit Tong Kevin
(Chief Executive Officer and Group Financial Controller)
(appointed on 1st January, 2006)

Cheng Hoi Tao Henry (Vice President of Operations)
(resigned on T1st January, 2006)

Independent Non-executive Directors
Robert Charles Nicholson

Sze Tsai To Robert

Wong Chun Bong Alex

The Directors have extensive industry knowledge and experience
in corporate management, strategic planning, and legal,
accounting and financial matters. Of the five existing Directors,
one executive Director and two independent non-executive
Directors are qualified accountants. The biographies of the
existing Directors are set out on pages 16 to 18 of this Annual
Report. The information is also available on the Company’s

website.

Throughout the year under review, the Board has complied with
Rules 3.10(1) and 3.10(2) of the Listing Rules in having 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.

The Company has received from each existing independent non-
executive Director an annual written confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules and
considers all existing independent non-executive Directors to be
independent on the basis of the independence guidelines set out

in the Listing Rules.
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To the best knowledge of the Board, there is no financial,
business or family relationship among the members of the Board

or with the chief executive officer.

Appointment, Retirement and Re-election of Directors
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.

At the Company's annual general meeting held on 26th
September, 2005 (the “2005 AGM"), with the exception of Mr.
Robert Charles Nicholson, an independent non-executive Director,
who retired by reason of having served the Board for more than 9
years and was re-elected, all the other Directors were not required

to retire by rotation.

At the 2005 AGM, the Bye-laws of the Company were amended
to the effect that all Directors shall retire from office at each
annual general meeting of the Company and shall be eligible for
re-election. Director(s) holding office as executive chairman and/
or managing director is/are, by virtue of Bermuda law, exempted

from retirement by rotation.

A special resolution will be proposed at the forthcoming annual
general meeting of the Company to amend the Bye-laws to
provide, inter alia, that (i) half of the Directors (excluding
Director(s) holding office as executive chairman and/or managing
director, who is/are, by virtue of Bermuda law, exempted from
retirement by rotation) shall retire from office at each annual
general meeting of the Company and shall be eligible for re-
election; (ii) a Director may be removed by an ordinary resolution
in a general meeting instead of a special resolution; and (iii) any
Director appointed by the Board to fill a casual vacancy shall hold
office only until the next general meeting of the Company instead

of the next annual general meeting.
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The Company currently does not have a Director holding office as
its managing director. As the executive Chairman of the Board, Mr.
Li Tung Lok is not, by virtue of Bermuda law, subject to retirement
by rotation. However, in order to comply with Code Provision
A.4.2 of the CG Code, Mr. Li Tung Lok will voluntarily retire from
office and offer himself for re-election at the forthcoming annual
general meeting of the Company, and at least once every three

years thereafter.

Non-executive Directors

Code Provision A.4.1 of the CG Code stipulates that every non-
executive Director should be appointed for a specific term, subject
to re-election. In compliance with this Code Provision, the QPL
Code provides that every non-executive Director should be
appointed for a fixed term of not more than three years, subject

to re-election.

All existing non-executive Directors currently are not appointed for
a specific term but will retire from office at the forthcoming
annual general meeting of the Company in accordance with
Company’s current Bye-laws and, being eligible, have offered
themselves for re-election. Pursuant to the QPL Code, the term of
appointment for each of the retiring non-executive Directors
offering himself for re-election shall be for a fixed term of not
more than three years, commencing on the date of his re-election
(being the date of the forthcoming annual general meeting or any
adjournment thereof, as the case may be) and ending on the
earlier of (i) the day immediately preceding the third anniversary
of his re-election; and (ii) the time of his retirement by rotation

pursuant to the Bye-laws of the Company.
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Board Meetings

During the year under review, four Board meetings were held. The

EFEEH

REEFE  HETOAEFESH - EFTENK

attendance record of each member of the Board is set out below. 82 HE X EKZ AT ¢
Attendance/
Members of the Board Number of Meetings
EETEHE HEXRE EEEA
Executive Director and Chairman of the Board HITEFEREFEFE
Li Tung Lok EEES 4/4
Executive Directors HITEF
Kwan Kit Tong Kevin (Chief Executive Officer and 4 R 1/4
Group Financial Controller) (7T B A8 #F 7N 5 (B A T 48 )
(appointed on 1st January, 2006) (RZZFENF—H—HEZE)
Cheng Hoi Tao Henry (Vice President of Operations) BEE (BESHE) 1/4
(resigned on 1st January, 2006) (R=ZZFZENF—H—HE)
Independent Non-executive Directors BUMITEF
Robert Charles Nicholson ReE 3/4
Sze Tsai To Robert £ B 4/4
Wong Chun Bong Alex F R 4/4

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman of the Board and the chief executive officer positions
are separate and each of them plays a distinctive role in the
Company. Throughout the year under review and up to the date of
this Annual Report, Mr. Li Tung Lok is the Chairman of the Board.
Mr. Joseph A. Martin had been the chief executive officer of the
Company until his resignation on 1st September, 2006, and Mr.
Kwan Kit Tong Kevin, an executive Director, was appointed as the
new chief executive officer on the same day. The division of
responsibilities between the Chairman of the Board and the chief

executive officer of the Company is set out in the QPL Code.

To the best knowledge of the Board, there is no financial,
business or family relationship between the Chairman of the

Board and the chief executive officer of the Company.
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AUDIT COMMITTEE

The Audit Committee was established in April, 2000 pursuant to
the then Code of Best Practice of the Listing Rules.

Throughout the year under review and up to the date of this

Annual Report, the Audit Committee consists of three
independent non-executive Directors, namely, Mr. Sze Tsai To
Robert (being the Chairman of the Audit Committee), Mr. Robert
Charles Nicholson and Mr. Wong Chun Bong Alex. Mr. Sze Tsai To
Robert and Mr. Wong Chun Bong Alex are qualified accountants
with extensive experience in accounting, audit and financial

matters.

To align with the CG Code, the terms of reference of the Audit
Committee was revised on 23rd January, 2006 on no less
exacting terms than the requirements of the CG Code. The
revised terms of reference are posted on the Company’s website
and also available from the company secretary of the Company

on request.

The principal duties of the Audit Committee include:

J assisting the Board in fulfilling its responsibilities by
providing an independent review and supervision of the
Group's financial reporting system, and effectiveness of
the Group's internal control system;

. reviewing the Group's financial information; and

J reviewing the appointment of external auditors to ensure

continuing auditor independence.
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During the year under review, three Audit Committee meetings [
were held. The attendance record of each member of the Audit E&

Committee is set out below.

Attendance/ -
Members of the Audit Committee Number of Meetings g
ERZEEERE HERE, EEME ”
Independent Non-executive Directors BUBITEF g
Sze Tsai To Robert (Chairman of the Audit Committee) S EW (ERZEST/FE) 3/3 g
Robert Charles Nicholson ReE 3/3 S
Wong Chun Bong Alex F IR B 3/3

During the year under review, work performed by the Audit REEFE  FEZREZEENT 2 IERE

Committee included:

0) reviewing external auditors’ audit plan in relation to the (i) ERINEZEMEH _SERFFERAR
audit of the annual accounts for 2005; BITIEZZHEE

(i) reviewing and discussing with the external auditors on (i) EBHREINEZSARERA_ZTRAFEE
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significant audit, accounting and internal control issues RECZRATEMEEZERNEZ - i &
arising from the external auditors’ audit of the annual NEEEEEEHEITAR

accounts for 2005;

(i) reviewing the annual accounts for 2005 and making (i) BWE-_TTAFFERE  RIEHH#EBES

recommendations to the Board for approval; SREFGHE

(iv)  discussing with the external auditors accounting issues  (iv) ESNEZZEMREBEHN TS FHAHEEM
arising from the review of the interim accounts for 2006; EEZKRBEBBEETA® &

and

(v)  reviewing the interim accounts for 2006 and making (v) EBEZZTTAFHHIEE  RIBHEBES
recommendations to the Board for approval. SREEFGHE -
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 23rd January,
2006. Since its establishment, the Remuneration Committee has
consisted of one executive Director, namely Mr. Li Tung Lok, and
three independent non-executive Directors, namely, Mr. Robert
Charles Nicholson (being the Chairman of the Remuneration
Committee), Mr. Sze Tsai To Robert and Mr. Wong Chun Bong
Alex.

The terms of reference of the Remuneration Committee adopted
by the Board are consistent with those set out in the CG Code.
The terms of reference of the Remuneration Committee are
posted on the Company's website and also available from the

company secretary of the Company on request.

The major roles and functions of the Remuneration Committee,

include:

J making recommendations to the Board on the Company’s
policy and structure for the remuneration of all Directors

and senior management; and

J determining and approving the specific remuneration
packages of all executive Directors and senior executives;
and

to the Board on the

J making recommendations

remuneration of non-executive Directors.
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During the year under review, one Remuneration Committee
meeting was held to review and determine the remuneration level
of executive Directors and senior management. At the meeting,
no Director was involved in voting on his own remuneration. The
attendance record of each member of the Remuneration

Committee is set out below.

REBEFE  FTHEESHBITT —REE - UK
AREFTATEERSREEEZHHAKE - RNg
FLE O UEEBSEREASZEMSEEE - FHE
EE%WEZﬁﬁwﬁiﬁWTr

Attendance/
Member of the Remuneration Committee Number of Meetings
FMEEERE BRE &E%E
Executive Director and Chairman of the Board HITEEREFEFE
Li Tung Lok EEES 1/1
Independent Non-Executive Directors BB ITEF
Robert Charles Nicholson a2 1/1

(Chairman of the Remuneration Committee) (FWZEEgEE)

Sze Tsai To Robert BB 1/1
Wong Chun Bong Alex F IR 1/1
NOMINATION COMMITTEE REZESE
The Nomination Committee was established on 23rd January, REZZEGHVR-_ZZEARF—A=-+=HBHKIL - BK
2006. Since its establishment, the Nomination Committee has V%  IREELEE @ RE=UBIIFRTES - A

consisted of three independent non-executive Directors, namely,
Mr. Wong Chun Bong Alex (being the Chairman of the Nomination
Committee), Mr. Robert Charles Nicholson and Mr. Sze Tsai To
Robert.

The terms of reference of the Nomination Committee adopted by
the Board are consistent with those set out in the CG Code. The
terms of reference of the Remuneration Committee are posted on
the Company’'s website and also available from the company

secretary of the Company on request.
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The major roles and functions of the Nomination Committee are:

J identifying individuals suitably qualified to become Board
members and selecting or making recommendations to

the Board on the candidates nominated for directorships;

J assessing the independence of independent non-executive

Directors; and

. making recommendations to the Board on relevant
matters relating to the appointment or re-appointment of
Directors and succession planning for Directors, in
particular, the Chairman of the Board and the chief

executive officer.

No meeting of the Nomination Committee was held during the
year under review. Written resolutions of the Nomination
Committee were passed on 1st September, 2006, inter alia, to
recommend the appointment of Mr. Kwan Kit Tong Kevin, an
executive Director, as the new chief executive officer of the
Company to replace Mr. Joseph A. Martin who resigned on 1st
September, 2006.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Board has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code") as
set out in Appendix 10 of the Listing Rules for dealings in the
securities of the Company by Directors. All Directors have
confirmed, following specific enquiry by the Company, that they
have fully complied with the required standard set out in the

Model Code throughout the year under review.

DIRECTORS' RESPONSIBILITY FOR FINANCIAL
STATEMENTS

Directors acknowledge that it is their responsibility for the
preparation of the consolidated financial statements, which give a
true and fair view of the state of affairs of the Group at the end of
the year under review and of results of operation and cash flows

of the Group for the year under review.

In preparing the consolidated financial statements for the year

under review, the Directors have

J selected suitable accounting policies and applied them on

a consistent basis;

. made judgments and estimates that are prudent, fair and

reasonable; and

o prepared the consolidated financial statements on going
concern basis and are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Group's ability to continue as a

going concern.

The statement of the Auditors of the Company regarding their
reporting responsibilities was set out in the Auditors’ Report on

page 47 to 48 of this Annual Report.
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AUDITORS" REMUNERATION

Deloitte Touche Tohmatsu was reappointed as the Company’s
external auditors at the 2005 AGM until the conclusion of the
next annual general meeting of the Company. During the year
under review, a remuneration of approximately HK$2 million was
paid to Deloitte Touche Tohmatsu for the provision of audit
services, and approximately HK$1 million were paid to Deloitte
Touche Tohmatsu for the provision of non-audit related services
(including review of interim report, tax services, review of Group's
investment in the convertible preferred shares in ASAT, an
associate company of the Company, and preparing reports in
connection with a rights issue of shares of the Company) to the

Group.
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