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The Company is committed to the establishment of good corporate practices
and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all shareholders
of the Company.

Throughout the year ended 31 December 2006, the Group has complied
with the code provisions (the “Code Provisions”) set out in Appendix 14, the
Code of Corporate Governance Practices, of the Rules Governing the Listing
of Securities on The Stock exchange of Hong Kong Limited (the “Stock
Exchange”).

The Board will continue to monitor and review the Group’s corporate
governance practices to ensure compliance with the Code Provisions.

Board Composition

The Board comprises five executive directors, one non-executive director and
three independent non-executive directors. All five executive directors are
members of the executive committee of the Company responsible for dealing
with the business of the Company in accordance with all applicable rules and
regulations, including, but not limited to, the Rules Governing the Listing of
Securities of the Stock Exchange (the “Listing Rules”). All Directors (including
independent non-executive directors) have been consulted on all major and
material matters of the Company.

The Board members for the year ended 31 December 2006 were:

Executive Directors
Mr. TAOCHAIFU Choofuang (also known as CF TAO) (Chairman)
Mr. TAO Richard (Vice Chairman)
Mr. TAO Paul (also known as TAOCHAIFU Porn) (Managing Director)
Mr. KONG Mui Sum Lawrence
Mr. YIM Chun Leung

Non-executive Director
The Hon. CHAN Charnwut Bernard

Independent Non-executive Directors
Mr. WONG Gary Ka Wai
Mr. SUN Leland Li Hsun
Mr. CHAN Norman Enrique

The numbers of independent non-executive directors have met the
requirements under the Listing Rules and Mr. WONG Gary Ka Wai has
appropriate accounting professional qualification. The Company has appointed
a Managing Director instead of a chief executive officer.

The positions of the Chairman and the Managing Director are held separately

by two executive directors to ensure their respective independence,

accountability and responsibility. The Chairman is responsible for determining

overall business strategies of the Group. The duty of the Chairman is to work

closely with audit, nomination and remuneration committee of the Company

and to ensure that all key and appropriate issues are discussed by the Board

in a timely and constructive manner. The Managing Director is responsible

for general management of the Group. The Managing Director is also

responsible to work closely with the executive committee of the Company to

ensure management strategies, plans and performance of the Group are

appropriately represented to the Board and to provide guidance to the Board

on major issues.

CF Tao

TAOCHAIFU Porn
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Board Composition (Cont’d)

The Board is responsible for corporate strategy, annual and interim results,

succession planning, risk management, major acquisitions, disposals and

capital transactions, and other significant operational and financial matters.

Major corporate matters that are specially delegated by the Board to the

management include the preparation of annual and interim accounts for Board

approval before public reporting, execution of business strategies and

initiatives adopted by the Board, implementation of adequate systems of

internal controls and risk management procedures, and compliance with

relevant statutory requirements and rules and regulations.

Mr. TAOCHAIFU Choofuang, the Chairman of the Company, is the father of

Mr. TAO Richard, the Vice Chairman of the Company, and Mr. TAO Paul,

Managing Director of the Company. Further details of the Directors are set

out on pages 12 to 14 under the section headed “Biographical Details of

Directors and Senior Management” of this report.

Each of the independent non-executive directors has made an annual

confirmation of independence pursuant to Rule 3.13 of the Listing Rules.

The Company is of the view that all independent non-executive directors meet

the independence guidelines set out in Rule 3.13 of the Listing Rules and are

independent in accordance with the terms of the guidelines. The non-executive

director and all the independent non-executive directors have contracts with

the Company for a period of three years commencing from 14 November

2005 which may be terminated by either party by giving one month’s written

notice and subject to retirement by rotation at least once every three years in

accordance with the articles of association of the Company.

All the minutes of the Board meeting are kept by the company secretary and

are available for inspection by the Directors and auditors of the Company.

Attendance Record at Board Meetings

For the year ended 31 December 2006, four Board meetings were held to
review the business of the Group and to approve the financial results of the
Group and the attendance of individual members at the meetings of the Board
are set out as follows:—

12 14

3.13

3.13

Meetings attended/Number of Meeting held

Executive Director
Mr. TAOCHAIFU Choofuang (Chairman) 3/4
Mr. TAO Richard (Vice Chairman) 4/4
Mr. TAO Paul (Managing Director) 3/4
Mr. KONG Mui Sum Lawrence 4/4
Mr. YIM Chun Leung 4/4

Non-Executive Director
The Hon. CHAN Charnwut Bernard 4/4

Independent Non-Executive Director
Mr. WONG Gary Ka Wai 4/4
Mr. SUN Leland Li Hsun 2/4
Mr. CHAN Norman Enrique 2/4
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Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers ( the “Model Code”) set out in Appendix 10 of the
Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules are set out in the terms
of the service contracts of each executive director and the letters of
appointment of the non-executive director and each independent non-
executive director. Having made specific enquiry of all the Directors, the
Directors confirmed that they have complied with the required standard as
set out in the Model Code for the year ended 31 December 2006.

Audit Committee

The Company established an Audit Committee on 14 November 2005 with
terms of reference in compliance with the Code Provisions. The Audit
Committee consists of independent non-executive directors only.

The members of the Audit Committee are as follows:

Mr. WONG Gary Ka Wai (Chairman)
Mr. SUN Leland Li Hsun
Mr. CHAN Norman Enrique

Mr. WONG Gary Ka Wai, who possesses a professional accounting qualification
and relevant accounting experience, is the chairman of the Audit Committee.
No member of the Audit Committee is a member of the former or existing
auditors of the Company.

The primary duties of the Audit Committee are to review and approve the
financial reporting process and internal control systems of the Group. The
Group’s final results for the year ended 31 December 2006 have been reviewed
by the members of the Audit Committee before submission to the Board for
approval. The Audit Committee was of the opinion that the preparation of
such results complied with the applicable accounting standards and
requirements and that adequate disclosure have been made.

Since the establishment of the Audit Committee on 14 November 2005, four
meetings of the Audit Committee were held. The attendance of each member
is set out as follows:

Name of member Meetings attended/Number of Meeting held

Mr. WONG Gary Ka Wai 4/4
Mr. SUN Leland Li Hsun 4/4
Mr. CHAN Norman Enrique 4/4

Nomination Committee

The Company established a Nomination Committee on 14 November 2005
with terms of reference in compliance with the Code Provisions. The members
of the Nomination Committee consist of one executive director and two
independent non-executive directors.
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Nomination Committee (Cont’d)

The members of the Nomination Committee are as follows:

Mr. CHAN Norman Enrique (Chairman)
Mr. SUN Leland Li Hsun
Mr. TAO Paul

The primary duty of the Nomination Committee is making recommendations
to the Board on appointment and removal of directors and management of
Board succession.

The Nomination Committee has considered the past performance,
qualification, general market conditions and the Company’s articles of
association in selecting and recommending directors for retirement rotation.

The Nomination Committee resolved that all the existing directors should be
recommended to be retained by the Company. Further, in accordance with
the Company’s articles of association, Mr. TAOCHAIFU Choofuang, Mr. TAO
Paul and Mr. WONG Gary Ka Wai would retire, and being eligible, would offer
themselves for re-election at the forthcoming annual general meeting of the
Company.

Since the establishment of the Nomination Committee on 14 November 2005,
two meetings of the Nomination Committee were held. The attendance of
each member is set out as follows:

Name of member Meetings attended/Number of Meeting held

Mr. CHAN Norman Enrique 2/2
Mr. SUN Leland Li Hsun 2/2
Mr. TAO Paul 2/2

Remuneration Committee

The Company established a Remuneration Committee on 14 November 2005
with terms of reference in compliance with the Code Provisions. The members
of the Remuneration Committee consist of one executive director and two
independent non-executive directors.

The members of the Remuneration Committee are as follows:

Mr. SUN Leland Li Hsun (Chairman)
Mr. CHAN Norman Enrique
Mr. TAO Richard

The primary duties of the Remuneration Committee are to review and
determine the terms of remuneration packages, bonuses and other
compensation payable to Directors and senior management including the
recommendation to the Board on the granting of share options to Directors
pursuant to the share option scheme adopted by the Company.

The Remuneration Committee has considered and reviewed the existing terms
of remunerations of all the directors. The Remuneration Committee has
considered factors including salaries paid by comparable companies, time
commitment and responsibilities of the directors, employment conditions
elsewhere in the group and desirability of performance-based remuneration.
The Remuneration Committee considered that the existing terms of
remunerations of the directors were fair and reasonable.
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Remuneration Committee (Cont’d)

Since the establishment of the Remuneration Committee on 14 November
2005, three meetings of the Remuneration Committee were held. The
attendance of each member is set out as follows:

Name of member Meetings attended/Number of Meeting held

Mr. SUN Leland Li Hsun 3/3
Mr. CHAN Norman Enrique 3/3
Mr. TAO Richard 3/3

Internal Control

The Board has overall responsibility for the system of internal controls of the
Company and for reviewing its effectiveness. The Board is committed to
implementing an effective and sound internal controls system to safeguard
the interest of shareholders and the Group’s assets. The Board has delegated
to the management the implementation of the system of internal controls and
reviewing of all relevant financial, operational, compliance controls and risk
management function within an established framework.

During the year, the Company has initiated a project to review the internal
control. The Company has engaged an external professional adviser to assist
in conducting a gap analysis with the reference to the COSO (The Committee
of Sponsoring Organizations of the Treadway Commission, 1994) internal
control framework and to perform the review of the effectiveness of its system
of internal control. Relevant applicable recommendations made by such
consultant would be implemented by the Group in stages to further enhance
its internal control policies, procedures and practices.

Investor Relationship and Communication

The Company endeavors to maintain a high level of transparency in
communicating with shareholders and the investment community at large.
Briefings and meetings with institutional investors and analysts are conducted
regularly. The Company is committed to continue to maintain an open and
effective investor communication policy and to update investors on relevant
information on its business in a timely manner, subject to relevant regulatory
requirements. In order to ensure effective, clear and accurate communications
with the investors and analysts, all corporate communications are arranged
and handled by the executive directors and designated senior executives
according to established practices and procedures of the Company. The
Company has announced its annual results of the year under review in a
timely manner, which is well before the time limits set out in the Listing Rules.

COSO(The Committee of
Sponsoring Organization of the Treadway Commission,
1994)
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728,000 680,000

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Directors are responsible for the preparation of financial statements which
give a true and fair view. In preparing financial statements which give a true
and fair view, it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is the responsibility of the auditors to form an independent opinion, based
on their audit, on those financial statements and to report their opinion to the
members of the Company, as a body, and for no other purpose. The auditors
do not assume responsibility towards or accept liability to any other person
for the contents of the independent auditors’ report.

The Directors acknowledge their responsibilities for the preparation of the
financial statements for each financial period which give a true and fair view
of the state of affairs of the Group and of results and cash flow for that period.
In preparing the financial statements for the year ended 31 December 2006,
the Directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting Standard
and Hong Kong Accounting Standards; made adjustments and estimates that
are prudent and reasonable; and have prepared the financial statements on
the going concern basis. The Directors also ensure the timely publication of
the financial statements of the Group.

Auditors’ Remuneration

During the year, the fees charged to the financial statements of the Group for
the statutory audit was HK$728,000 (2005 – HK$680,000) and the
independent auditors of the Company, Grant Thornton, did not perform non-
statutory audit services to the Group.




