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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard of corporate
governance practices. It met all the code provisions in the Code on
Corporate Governance Practices (the “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”) in the year ended 30 June 2006.

DIRECTORS" SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding directors’ securities
transactions on terms set out in the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in Appendix
10 to the Listing Rules.

The Company has made specific enquiry of all directors of the Company
and they have confirmed compliance with the required standard set out in
the Model Code during the year ended 30 June 2006.

BOARD OF DIRECTORS

The Company is governed by a board of directors (the “Board”) which has
the responsibility for leadership and control of the Company. The directors
are collectively responsible for promoting the success of the Group by
directing and supervising the Group’s affairs. The Board set strategies
and directions for the Group’s activities with a view to develop its business
and to enhance shareholders value.

The Board met 4 times during the year ended 30 June 2006. Its composition
and the attendance of individual directors at these board meetings were
as follows:
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Number of
meetings
held during Number of
the director's meetings
Name term of office attended
#E RESEHETZEBRH FRHEEERE
Executive directors BITES
Paul KAN Man Lok (Chairman) L8t (£/) 4 4
LAl Yat Kwong (Acting Chief Executive Officer) RAYN (FETHAEE) 4 4
Non-executive directors FHTES
Leo KAN Kin Leung HEER 4 4
Shirley HA Suk Ling BRR 4 4
Paul Michael James KIRBY Paul Michael James KIRBY 4 4
Independent non-executive directors BIYFHITES
Frank BLEACKLEY Frank BLEACKLEY 4 4
HO Yiu Ming fa] ¥R AA 4 4
Prof. Julia TSUEI Jo BRI 4 4
Prof. LIANG Xiong Jian PR 4 4
Prof. YE Pei Da ES YN/ 4 4

Mr. Leo KAN Kin Leung is the brother of Mr. Paul KAN Man Lok.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The roles of Chairman and Chief Executive Officer of the Company are
separated, with a clear division of responsibilities.

Mr. Paul KAN Man Lok, the Chairman, is responsible for the leadership of
the Board, ensuring its effectiveness in all aspects of its role and for setting
its agenda and taking into account any matters proposed by other directors
for inclusion in the agenda. Through the Board, he is responsible for
ensuring that good corporate governance practices and procedures are
followed by the Group.

Mr. LAl Yat Kwong, the Acting Chief Executive Officer, is responsible for
the day-to-day management of the Group’s business.

NON-EXECUTIVE DIRECTORS

All the non-executive directors of the Company are appointed for a term
of 1 year and are subject to retirement by rotation and re-election at the
Company's annual general meetings in accordance with the Articles of
Association of the Company.

REMUNERATION OF DIRECTORS

The Company has established a Human Resources & Remuneration
Committee (the “Remuneration Committee”) which has 5 members,
comprising Mr. HO Yiu Ming, Mr. Frank BLEACKLEY and Prof. Julia Tsuei
Jo (independent non-executive directors); and Mr. Leo KAN Kin Leung and
Ms Shirley HA Suk Ling (non-executive directors). The Remuneration
Committee is chaired by Mr. HO Yiu Ming.

The terms of reference of the Remuneration Committee have been
determined with reference to the Code.

The Remuneration Committee met 1 time during the year ended 30 June
2006. The attendance of individual members at this meeting was as
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follows: ™
Number of
meetings
held during Number of
the director’s meetings
Name term of office attended
e RESEHETZERRH FrHEERRE
Independent non-executive directors BAFHTES
HO Yiu Ming {r] 2R 1 1
Frank BLEACKLEY Frank BLEACKLEY 1 1
Julia TSUEI Jo ER 1 1
Non-executive directors HITES
Leo KAN Kin Leung HER 1 1
Shirley HA Suk Ling BN 1 1

The Remuneration Committee has reviewed the Group’s remuneration
policy and the levels of remuneration paid to executive directors and senior
management of the Group.
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NOMINATION OF DIRECTORS

The Company has established a Nomination Committee which has 7
members, comprising Mr. HO Yiu Ming, Mr. Frank BLEACKLEY, Prof. YE
Pei Da and Prof. Julia TSUEI Jo (independent non-executive directors);
and Ms. Shirley HA Suk Ling and Mr. Paul Michael James KIRBY (non-
executive directors); and Mr. Paul KAN Man Lok (executive director). This
Committee is chaired by Mr. HO Yiu Ming.

The terms of reference of the Nomination Committee have been determined
with reference to the Code.

The Nomination Committee identifies potential new directors and
recommends to the Board for decision. A director appointed by the Board
is subject to election by shareholders at the first annual general meeting
after his appointment. Under the Company’s Articles of Association, all
directors are subject to retirement by rotation and re-election by
shareholders every 3 years.

Potential new directors are selected on the basis of their qualifications,
skills and experience which the Nomination Committee considers will make
a positive contribution to the performance of the Board.
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No new director was appointed during the year ended 30 June 2006. HE-_ZZXERAZTHIFETEZAFHES-
The Nomination Committee met 1 time during the year ended 30 June REZEENREEZTENFNA=-THLEFER
2006. The attendance of individual members at this meeting was as ~ HEBT1IAEH - SXERZEHZHREIBERETI M
follows: T
Number of
meetings
held during Number of

the director's meetings
Name term of office attended
®E REBTHSETZEBRE FrHEERRE
Independent non-executive directors BYFHTES
HO Yiu Ming fa] R AA 1 1
Frank BLEACKLEY Frank BLEACKLEY 1 1
YE Pei Da BEHEX 1 1
Julia TSUEI Jo B 1 1
Non-executive directors FHITES
Shirley HA Suk Ling BERe 1 1
Paul Michael James KIRBY Paul Michael James KIRBY 1 1
Executive director HITES
Paul KAN Man Lok i S 4k 1 1
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ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibility for preparing the accounts
of the Company. As at 30 June 2006, the directors are not aware of any
material uncertainties relating to events or conditions which may cast
significant doubt upon the Company’s ability to continue as a going concern.
Accordingly, the directors have prepared the financial statements of the
Company on a going-concern basis.

The responsibilities of the external auditors about their financial reporting
are set out in the Report of the Auditors attached to the Company’s Financial
Statements for the year ended 30 June 2006.

The Board has conducted a review of the effectiveness of the Group’s
internal control system with an aim to safeguard the shareholders’
investment and the Company’s assets. The purpose is to provide
reasonable, but not absolute, assurance against material misstatements,
errors, losses or fraud, and to manage rather than eliminate risks of failure
in achieving the Group’s business objectives.

AUDITORS' REMUNERATION

For the year ended 30 June 2008, fee for the Company's external auditors
for audit services is HK$1,980,000 and that for non-audit services mainly
relating to taxation matters is HK$843,000.

AUDIT COMMITTEE

The Audit Committee has 5 members, comprising Mr. HO Yiu Ming, Mr.
Frank BLEACKLEY and Prof. Julia TSUEI Jo (independent non-executive
directors); and Mr. Leo KAN Kin Leung and Mr. Paul Michael James KIRBY
(non-executive directors). The Chairman of this Committee is Mr. HO Yiu
Ming.

The terms of reference of the Audit Committee follow the guidelines set
out in the Code.

During the year ended 30 June 2006, the Audit Committee had reviewed
the Group's interim and annual results as well as its internal control system.
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The Audit Committee met 2 times during the year ended 30 June 2006.  |{iZZ %\@EAQQ —EERFANA=THIEFER
The attendance of individual members at these meetings was as follows:  HEBIT20AEH SR EN XS H 2 HEB R
T
Number of
meetings
held during Number of
the director's meetings
Name term of office attended
HE RESEHETZERRH FrHEERRE
Independent non-executive directors BYFHTES
HO Yiu Ming {A[ AR 2 2
Frank BLEACKLEY Frank BLEACKLEY 2 2
Julia TSUEI Jo ER 2 2
Non-executive director EHITESE
Leo KAN Kin Leung HEER 2 2
Paul Michael James KIRBY Paul Michael James KIRBY 2 2
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