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The Company has adopted the Code of Corporate Governance (the “Code”)
promulgated by The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) as guidelines to reinforce our corporate governance principles with
effect from 2006 financial year. This report describes how the Company has

applied the principles.

The Company has complied throughout the year with the Code provisions
except that, with respect to the Code provision A.2.1,the roles of chairman and
chief executive officer (“CEQ”) were performed by the same individual.
Considered reasons are provided in the section of Chairman and Chief Executive

Officer.

BOARD OF DIRECTORS

The overall management of the Company’s business is vested in the board of
directors (the “Board”).The Board has delegated the day-to-day management
of the Company’s business to the executive management team, and focus its
attention on matters affecting the Company’s overall strategic policies, finances
and shareholders. At 31st August, 2006, the Board comprised ten members,
consisting of five executive directors, two non-executive directors and three
independent non-executive directors. The profile of all directors, including
chairman, executive directors, non-executive directors and independent non-
executive directors are set out on pages 22 to 26.The relationship (including
financial, business, family or other material or relevant relationships, if any)

among members of the Board are also disclosed.

The Company has received from each independent non-executive director an
annual confirmation of his independence pursuant to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”), and considers

all of the independent non-executive directors to be independent.

Five Board meetings were held during the financial year. Directors actively
participate in each meeting in person, via telephone or video-conferencing.
Directors give and receive reports on the activities of the operating divisions
and present papers supporting decisions which require the Board approval.

The Board consents are given by-vote at the Board meetings.

The dates of the 2006 regular Board meetings were determined in 2005 and
any amendments to this schedule were notified to all directors at least 14 days
before the meeting. Suitable arrangements are in place to allow directors to

include items in the agenda for regular Board meetings.
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If a director has a conflict of interest in a transaction or proposal to be considered
by the Board and which the Board has determined to be material, the individual
director declares his interest and is required to abstain from voting.The matter
is considered at a Board meeting attended by independent non-executive

directors who have no material interest in the transaction.

Details of the attendance of directors at these Board meetings and at two other
Board committees (the Audit Committee and the Remuneration Committee)

are set out in the following table :
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Meetings Attended/Meetings Held

HERB/EBRE
Audit Remuneration

Name of director Board Committee Committee
BEENE EEg EREEE FNEES
Executive directors HITESE
Mr.Ha Chung Fong EMFERE 5/5
Mr.Lau Hong Yon WMEELEE 5/5 2/2%
Mr.Ha Kam On, Victor BiRThE 5/5
Dr.Yen Gordon BEREL 5/5
Mr.Wai Yick Man BREEE 2/2

(appointed on 20th March, 2006) (RZEERFE=ZRAZT+HHEEZMD
Non-executive directors HPITEE
Mrs. Fung Yeh Yi Hao, Yvette BEEELZ L 5/5 2/2
Mr.Ha Hon Kuen BEERELE 5/5
Independent non-executive directors BYHHITESE
Mr.Ng Kwok Tung HEREE 5/5 4/4 2/2
Mr.Wong Kwong Chi IBRSEE 5/5 4/4 2/2
Mr.Chow Wing Kin, XKLL

Anthony, SBS, JP REFMEE » KM 5/5 4/4 2/2

* Mr.Wai Yick Man replaced Mr. Lau Hong Yon as member with effect from 19th
May 2006

* FRERLEEARNEELEHEIRKE  HoTENF
BATAREHK
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All directors have access to the services of the company secretary who regularly
updates the Board on governance and regulatory matters. Any director, wishing to
do sointhe furtherance of his or her duties,may take independent professional advice
(through the Chairman) at the Company’s expense. The availability of professional

advice extends to the Audit Committee and the Remuneration Committee.

Minutes of Board meetings are taken by the company secretary and, together with
any supporting documents, are available to all directors.Draft and final versions of

the minutes are sent to all directors for their comment and record respectively.

BOARD COMMITTEES

The Board has established two committees, the Audit Committee and the
Remuneration Committee, which adhere to the principles, procedures and
arrangements set out above.Their terms of reference were approved by the Board.
The respective Committee secretary takes full minutes of the meetings of these

committees and the work of these committees is reported to the Board regularly.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the Code provision A.2.1, the roles of chairman and CEO should be
separate and should not be performed by the same individual.The division of
responsibilities between the chairman and CEO should be clearly established
and set out in writing. Mr. Ha Chung Fong is presently the Chairman and
Managing Director of the Company. Having considered the current business
operation and nature of the Company, the Board is of the view that Mr. Ha acting
as both the roles of chairman and CEO is in the best interest of the Company.

The Board will review this situation periodically.

NON-EXECUTIVE DIRECTORS

All the existing non-executive directors, including independent non-executive
directors, were previously appointed with specific terms,and the terms were
extended for one year up to 31st August, 2007.They are subject to retirement
by rotation and re-election at the annual general meetings of the Company in

accordance with the Articles of Association of the Company (the “Articles”).

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as its own code of conduct
regarding directors’ securities transactions. Having made specific enquiry of all
directors, the Company confirms that all directors have complied with the
required standards set out in the Model Code throughout the year ended 31st

August, 2006.
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REMUNERATION OF DIRECTORS

The Company has established a Remuneration Committee for the purposes of
making recommendations to the Board on the Company’s remuneration policy
and structure for directors and senior management.The terms of reference of
the Remuneration Committee have been reviewed by the Board with reference

to the Code and are posted on the Company’s website.

The Remuneration Committee presently comprises five directors,including the
three independent non-executive directors, Mrs.Fung Yeh Yi Hao, Yvette (non-
executive director) and Mr.WaiYick Man (executive director). The Committee is

chaired by Mr.Wong Kwong Chi.

The Remuneration Committee held two meetings during the year and all
the Committee members have attended the meetings. The work of the

Remuneration Committee during the year included the following matters:

o provide recommendations to the Board on the policy and structure for
all kind of remuneration of directors and senior management and on
the establishment of a formal and transparent procedure for developing

on such remuneration;

o determine the specific remuneration packages of all executive directors
and senior management, including benefits in kind, pension rights and
compensation payments, including any compensation payable for
loss or termination of their office or appointment, and make
recommendations to the Board of the remuneration of non-executive
directors.The Remuneration Committee has considered factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the directors,employment conditions elsewhere in the

Group and desirability of performance-based remuneration;

o review and approve performance-based remuneration scheme by
reference to corporate goals and objectives resolved by the Board from

time to time;and

° ensure that no director or any of his associates is involved in deciding

his own remuneration.
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NOMINATION OF DIRECTORS

According to the Articles, the Board shall have power from time to time and at
any time to appoint any person as a director either to fill a casual vacancy or as
an addition to the Board. A director appointed by the Board is subject to re-
election by shareholders at the next following general meeting of the Company.
The nomination should be taken into consideration of the nominee’s skills and
experience appropriate for the requirements of the Company’s business. During
the year, the Board has a meeting with full attendance to appoint Mr. Wai Yick

Man as an executive director.

AUDITORS' REMUNERATION
For the year ended 31st August, 2006, the fees charged by the Company’s
auditors in respect of audit and non-audit services amounted to approximately

HK$3,827,000 and HK$1,647,000 respectively.

AUDIT COMMITTEE

The Company has established an Audit Committee for the purposes of
reviewing and providing supervision over the Company’s financial reporting
process and internal controls.The terms of reference of the Audit Committee
have been reviewed by the Board with reference to the Code and are posted

on the Company’s website.

The Audit Committee presently comprises the three independent non-

executive directors of the Company and is chaired by Mr.Ng Kwok Tung.

The Audit Committee held four meetings during the year and all the Committee
members have attended the meetings. The work of the Audit Committee during

the year included of the following matters:

° provide recommendation to the Board on the reappointment of the
external auditors,and to approve the audit fee and terms of engagement

of the external auditors;

. review and monitor the external auditors’independence and objectivity
and the effectiveness of the audit process in accordance with applicable
standard, and discuss with the external auditors before the audit

commences, the nature and scope of the audit and reporting obligations;
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o monitor integrity of financial statements, interim report and annual
report,and to review significant financial reporting judgments contained

in them;

o review financial controls, internal controls and risk management systems;

. discuss with the management the system of internal controls and ensure
that the management has discharged its duty to have an effective internal

control system;

o ensure co-ordination between the internal and external auditors, and to
ensure that the internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and monitor

the effectiveness of the internal audit function;

o review financial and accounting policies and practices; and

o review the external auditors’ management letter,any material queries
raised by the auditors to management in respect of the accounting
records, financial accounts or systems of control and management’s

response.

DIRECTORS’AND AUDITORS’ RESPONSIBILITIES

FOR ACCOUNTS
The directors acknowledge the responsibilities for preparing the accounts of
the Company and the external auditors’ statement about their reporting

responsibilities is set out on pages 38 and 39.

INTERNAL CONTROL
The Board has kept the Company’s system of internal controls under review to
ensure its effectiveness and convened meetings regularly to discuss financial,

operational and risk management control.

e EFMEHRX PHBRERFERENTE
M WARBIE AR E A B RS B AV B K

o RHMKERE - ANERREREESE

o HEEEENWAIMEERLS  URREEEC
BTRERIERNAMEZRL |

o TEFRAMMIMNEZHMHO TSI K
RABELINREE D RDREE RHEREF -
W EBBBEERM R R EENEEZ
WEER BRI |

o RHEVBRETHERER K

o WBEINERBAREEBNELBRH AR
- SN E R RCER - IS ERE REEE
EZHaEEERENEMNEAERRERREN
[CIfE -

EERGEMEKRBENERE

EFNEHARNRENER - MIMNESRBEIRRE
BAHARSENEAHIINEBRIE -

AP B
EERTHERTAD T AR URREE
it - ESGLTHENDE SR ERA
REREHEHE -



