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The Company is committed to the establishment of good corporate

governance practices and procedures. The corporate governance principles

of the Company emphasize a quality board, sound internal control,

transparency and accountability to all shareholders.

In the opinion of the Directors, during the year ended 31st December, 2006,

the Company has complied with the code provisions of the “Code on

Corporate Governance Practices” (the “Code”) as set out in Appendix 14 to

the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited (the “Listing Rules”), except that (a) the positions of

Chairman and Chief Executive Officer were occupied by the same person,

which deviates from code provision A.2.1; and (b) the Independent Non-

executive Directors are not appointed for a specific term but are subject

to retirement by rotation and re-election at annual general meetings of

the Company in accordance with the Bye-laws of the Company, which

deviates from code provision A.4.1.

DIRECTORS’ SECURITIES TRANSACTION

The Company has adopted the Model Code for Securities Transactions by

Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to

the Listing Rules. Having made specific enquiry of all Directors, all Directors

confirmed that they had complied with the required standard set out in

the Model Code during the year ended 31st December, 2006.

BOARD OF DIRECTORS

The Board of Directors (the “Board”) is mainly responsible for formulating

corporate strategies, approving business plans and supervising the

Company’s financial and management performance. Matters which may

be discussed in Board meetings include the formulation of the Group’s

strategies and policies; approval of significant business, management and

financial matters, annual budgets, major acquisitions, disposals and capital

commitments; approval of matters relating to the Company’s constitution

and share capital, and change of board members and auditors;

establishment of board committees; review of corporate governance and

the maintenance of a sound internal control system.

The Board delegates specific tasks to the management, which includes the

preparation of accounts for the Board’s approval; implementation of

strategies and policies approved by the Board; day-to-day monitoring of

budgets; implementation of specific business and work projects;

implementation of corporate governance and internal control procedures

and other compliance matters. Management presents regular reports to

the Board for their review and guidance.

14

(a)

A.2.1

(b)

A.4.1
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BOARD OF DIRECTORS (Continued)

The Board currently comprises six Executive Directors and three

Independent Non-executive Directors. The biographical details of the

Directors (including relationships among the members of the Board) are

set out on pages 18 to 20 of this Annual Report.

The Board holds at least four regular Board meetings at approximately

quarterly intervals to discuss the overall strategy, operation and financial

performance of the Company. In addition to the regular Board meetings,

the Board also meets from time to time to review the progress of the

matters delegated to the management and any major developments or

changes taken place during the intervals between regular Board meetings.

The total number of Board meetings held during the year ended 31st

December, 2006 was seven.

The attendance of the Directors at four regular Board meetings were as

follows:

Attendance

Executive Directors

 Mr. Wong Chung Mat, Ben (Chairman and Chief Executive Officer) 4/4

Mr. Wong Chung Ah, Johnny 4/4

Mr. Chan Tsze Wah, Gabriel 4/4

Mr. Tan Chang On, Lawrence 2/4

Mr. Wan Man Keung 4/4

Miss Wong Yin Man, Ada 4/4

Independent Non-executive Directors

Dr. Li Ka Cheung, Eric 4/4

Dr. Yu Sun Say 4/4

Mr. Alfred Donald Yap 3/4

18 20
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BOARD OF DIRECTORS (Continued)

Before the holding of a Board meeting, the Board is supplied with all

necessary information to enable it to consider the matters to be discussed.

A formal agenda is followed in all Board meetings. The quarterly Board

meetings are scheduled at the beginning of the financial year in order to

ensure maximum attendance by Directors. All business transacted at the

Board meetings is documented in the minutes of such meeting. Some

Board decisions are made by way of written resolutions of all Directors. All

Board members have access to the advice and services of the Company

Secretary. If necessary, Directors also have access to external professional

advice at the expense of the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Wong Chung Mat, Ben is the Group’s Chairman and Chief Executive

Officer and has occupied these two positions since February 2003. In

allowing the two positions to be occupied by the same person, the

Company has considered the following:

(a) Both positions require in-depth knowledge and considerable

experience of the Group’s business. Candidates with the suitable

knowledge, experience and leadership are difficult to find both within

and outside the Group. If either of the positions is occupied by an

unqualified person, the Group’s performance could be gravely

compromised.

(b) The Company believes that the supervision of the Board and its

Independent Non-executive Directors can provide an effective check

and balance mechanism and ensures that the interests of the

shareholders are adequately represented.

 

(a)

(b)
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NON-EXECUTIVE DIRECTORS

The Company is satisfied that its Independent Non-executive Directors

comprise a good mix of industrial, financial and legal expertise to advise

the Board and the management team on strategy formulation and other

financial or regulatory requirements. Pursuant to the requirement in the

Listing Rules, each of the Independent Non-executive Directors has

provided an annual confirmation of independence to the Company. The

Company considers all of the Independent Non-executive Directors to be

independent.

None of the existing Non-executive Directors of the Company is appointed

for a specific term. However, every Director of the Company is now subject

to retirement by rotation under Bye-law 112 of the Bye-laws of the

Company. As such, the Company considers that sufficient measures have

been taken to ensure that the Company’s corporate governance practices

are no less exacting than those in the Code.

REMUNERATION OF DIRECTORS

The Company has established a Remuneration Committee which comprises

two Independent Non-executive Directors (Dr. Yu Sun Say, who is also the

Chairman of the Committee and Mr. Alfred Donald Yap) and one Executive

Director (Mr. Chan Tsze Wah, Gabriel).

The principal responsibilities of the Remuneration Committee include the

formulation of the Group’s remuneration policy, the approval or

recommendation of remuneration packages for the Executive Directors and

the senior management, and the review and approval of performance-

based remuneration by reference to corporate goals and objectives.

During the year ended 31st December, 2006, the Committee held one

meeting, which was attended by all Committee members and made some

decisions by way of written resolutions of all members to review and

approve the salary increment of the Executive Directors and the senior

management for 2006.

The Company’s remuneration policy is to establish and maintain an

appropriate and competitive level of remuneration to attract, retain and

motivate employees to run the Group successfully. The emoluments of

Directors are based on the anticipated time and effort required from each

Director, duties and responsibilities with the Company, the Company’s

remuneration policy and market benchmark.

112



CORPORATE GOVERNANCE REPORT

40

NOMINATION OF DIRECTORS

The Company has not established a Nomination Committee. All Directors

of the Company are responsible for making recommendations to the Board

on nomination and appointment of Directors and Board succession, with

a view to appoint to the Board individuals with suitable experience and

capabilities to maintain and improve the competitiveness of the Company.

Following recommendations by individual Directors, the Board considers

the professional background, experience and track records of the relevant

candidates. The Board also considers the recommendations from the

management team and other individuals who know the candidates.

Subsequently, the Board meets to discuss the nominations and if

appropriate, approve the appointment of the relevant candidates as

Directors.

INTERNAL CONTROL

The Board has overall responsibility for the system of internal control of

the Company and its subsidiary companies (the “Group”) and through the

Internal Audit Department, conducts review on the effectiveness of these

systems covering the financial, operational and risk assessment functions.

A Compliance Committee which comprises the heads of major

departments of the Group meets regularly to review the findings and

opinions of the Internal Audit Department and consider whether any

weaknesses and recommendations reported have been effectively

communicated to the departments concerned and whether the required

corrective actions have been implemented. The Compliance Committee

will report any major issues on internal control to the Audit Committee

and the Board for consideration.

During 2006, the Board engaged the help of an external consultant to

review the Group’s governance processes. The external consultant was also

asked to conduct for the Group a risk assessment and provide a three-year

internal audit plan based on the results of risk assessment.

The purpose of the Group’s internal control system is to provide reasonable,

but not absolute assurance against material misstatement or loss and to

manage rather than eliminate risks of failure in operational systems so that

the Group’s objectives can be reached.
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AUDITORS’ REMUNERATION

For the year ended 31st December, 2006, the remuneration paid or payable

to the joint auditors, Grant Thornton and SHINEWING (HK) CPA Limited, for

audit services amounted to HK$2,240,000. During the year ended 31st

December, 2006, Grant Thornton was engaged to conduct a risk assessment

and provide a three-year internal audit plan based on the results of risk

assessment and it received approximately HK$94,000. Before Grant

Thornton was appointed as one of the joint auditors during the year, in

order to maintain its independence, Grant Thornton ceased to provide the

aforementioned services to the Group. No payments for non-audit services

to SHINEWING (HK) CPA Limited were made during the year.

AUDIT COMMITTEE

The Company has established an Audit Committee which comprises three

Independent Non-executive Directors, namely, Dr. Li Ka Cheung, Eric (also

the Chairman of the Committee), Dr. Yu Sun Say and Mr. Alfred Donald Yap.

The principal duties of the Audit Committee include the oversight of the

Group’s financial reporting system and internal control procedures, review

of the Group’s financial information and review of the relationship with

the auditors of the Company.

The Audit Committee met with the external auditors twice during the year

ended 31st December, 2006 which were attended by all Committee

members and reviewed the accounting principles and practices adopted

by the Group, discussed auditing, internal control and financial reporting

matters including a review of the 2005 final results and 2006 interim results

of the Group and considered the appointment and resignation of external

auditors of the Company. It has reviewed the audited financial statements

of the Group for the year ended 31st December, 2006.

DIRECTORS’ AND JOINT AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The responsibilities of the Directors and the joint auditors for preparing

the consolidated financial statements of the Group are set out in the

“Independent Joint Auditors’ Report” on pages 45 to 46 of this Annual

Report.

2,240,000

94,000
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