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Corporate Governance Report
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Corporate Governance Practices

The Board of Directors of the Company (the “Board”) recognises
the importance of incorporating elements of good corporate
governance in the management structures and internal control
procedures of the Group so as to achieve effective accountability.
Accordingly, the Company implemented additional measures to
comply with the Code on Corporate Governance Practices (the "CG
Code”) set out in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) since its listing
on the Stock Exchange on 4th October 2006.

To the knowledge of the Directors and save as disclosed herein, the
Directors consider that the Company has applied the principles of
the CG Code and to certain extent, of the recommended best
practices thereof and are not aware of any non-compliance with the
code provisions in the CG Code for the period from the date of
listing on 4th October 2006 to 31st December 2006 (the “Reviewed
Period”).

Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions
by Directors (the “Model Code"”) set out in Appendix 10 of the Listing
Rules. The Company, having made specific enquiry of all the Directors,
was not aware of any non-compliance with the Model Code by the
Directors during the Reviewed Period.

Board of Directors

The composition of the Board and the biographical details of the
Directors are set out in the Report of the Directors and also Directors
and Senior Management sections of this annual report respectively.
During the Reviewed Period, the Board held one meeting
at which all Directors were present.
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The Board is responsible for overseeing and directing overall strategy
and management of the Company, supervising and monitoring the
Group's major corporate matters and evaluating the performance of
the Group. The Board established on 20th December 2006 the
Executive Committee which can exercise the powers delegated by
the Board pursuant to the written terms of reference, except the
powers to approve major issues and reserved matters, such as
acquisition and disposal, connected transactions which are reserved
by the Board. The management is responsible for day-to-day
management of the Company under the leadership of the Chief
Executive Officer.

The Company has received the annual confirmation of independence
from all the Independent Non-executive Directors pursuant to Rule
3.13 of the Listing Rules and considered them independent to the
Group.

Following the resignation of Mr. YAN Cheuk Yam (“Mr. Yan”) as an
Independent Non-executive Directors with effect from 28th February
2007 due to his joining to the Group with effect from 1st March
2007, the Board has two Independent Non-executive Directors and
will appoint an Independent Non-executive Director to fill Mr. Yan's

vacancy.

Save as disclosed in the Directors and Senior Management section
and to the best knowledge of the Directors, the Board is not aware
of any financial, business, family or other material/relevant
relationships among the board members.

Chairman and Chief Executive Officer

The Company has two different persons for the posts of the Chairman
of the Board and Chief Executive Officer. The Chairman of the Board,
Mr. CHAN Pak Chung, chairs all the board meetings and general
meetings. He is also responsible for the overall business strategy of
the Group. The Chief Executive Officer of the Company, Ms. CHAN
Yuen Shan, Clara, is responsible for the overall management and
daily operations of the Group, developing and implementing
company policies and procedures, negotiating with suppliers and
customers on major contracts and formulating pricing strategies to
respond market changes.
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Non-executive Directors

Each of the Non-executive Director and Independent Non-executive
Directors entered into an appointment letter with the Company for
a term of two years commencing from 4th October 2006.

Remuneration of Directors

The Company established the Remuneration Committee on 15th
September 2006 with written terms of reference. The primary duties
of the Remuneration Committee included reviewing the terms of
remuneration packages, determining the award of bonuses and
considering the grant of options under the share option scheme.
The Remuneration Committee has three members comprising Mr.
CHAN Pak Chung, Mr. CHUNG Wai Kwok, Jimmy and Mr. LEUNG
Kwok Keung, two of which are Independent Non-executive Directors.
The Remuneration Committee is chaired by Mr. CHAN Pak Chung.
During the Reviewed Period, the Remuneration Committee held one
meeting and all the Remuneration Committee members were
present. The Remuneration Committee discharged its duties by
reviewing the remuneration packages of Executive Directors during
the Reviewed Period.

Nomination of Directors

The Company established the Nomination Committee on 15th
September 2006 with written terms of reference. The Nomination
Committee is mainly responsible for making recommendations to
the Board on the appointment of Directors and the management of
the Board succession. The Nomination Committee has three members
comprising Mr. CHAN Pak Chung, Ms. MA Siu Tao and Mr. LEUNG
Kwok Keung, one of whom is an Independent Non-executive
Director. Nomination Committee did not convene any meeting during
the Reviewed Period since no nomination was required to be made.

Auditor's Remuneration

The remuneration of the audit services rendered by the auditor of
the Company were mutually agreed in view of the scope of services
and the audit fee for 2006 was approximately HK$1.1 million. In
addition, the auditor of the Company also provided professional
services in respect of the Company’s listing and professioned advices
to the Group on the risk management and tax issues in 2006 and
the fees were approximately HK$4.2 million and HK$855,000
respectively.
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Audit Committee

The Company established the Audit Committee on 15th September
2006 with written terms of reference in compliance with the CG
Code. The primary duties of the Audit Committee include the review
and supervision of the financial reporting processes and internal
control system of the Group. Following the resignation of Mr. Yan, a
member of the Audit Committee with effect from 28th February
2007, the Audit Committee comprises Mr. CHUNG Wai Kwok, Jimmy,
being the Chairman, and Mr. LEUNG Kwok Keung, both are
Independent Non-Executive Directors. The new Independent Non-
executive Director to be appointed will also act as a member to the
Audit Committee. The Audit Committee held one meeting during
the Reviewed Period and all the then Audit Committee members

were present.

During the Reviewed Period, the Audit Committee discharged its
duties by reviewing the financial matters, financial statements, and
internal control of the Group, discussing with Executive Directors
and the auditor of the Company, and making recommendations to
the Board.

Preparation of Financial Statements

The Directors acknowledge their responsibility for preparing
consolidated financial statements of the Group for 2006 (the “2006
Financial Statements”) and the auditor of the Company also set out
their reporting responsibilities on the 2006 Financial Statements in
its Independent Auditor’s Report of the annual report.

Internal Control

The Board acknowledged its responsibility for reviewing the
effectiveness of the internal control system and engaged an external
independent consultancy firm to review the internal control of the
Group in 2006. Based on the report submitted by the said consultancy
firm, the Group has implemented appropriate action to improve the
internal control system.

Sufficiency of Public Float

Based on the information that is publicly available and within the
knowledge of the Directors, the Company maintained sufficient
public float for the Reviewed Period.
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