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The Board of Directors of the Company (the “Board”) is committed
to maintaining good corporate governance standard and procedures
which emphasize a quality management, and transparency and

accountability to all shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all the
code provisions as set out in the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year ended 31st
December, 2006, except that:

(a) none of the existing independent non-executive Directors of
the Company are appointed for a specific term and the Articles
of Association of the Company do not prescribe to have the
Directors of the Company retired by rotation at least once
every three years. However, one-third (or the number nearest
thereto) of all the Directors of the Company (including the
independent non-executive Directors) for the time being shall
retire by rotation at the Company’s annual general meetings
and shall be eligible for re-election in accordance with the

Articles of Association of the Company; and

(b) Madam Hsu Feng, the Managing Director of the Company,
has been elected Chairman of the Board since December 2006,
with specific duties set out in writing. Though she continues
to take up the post of Managing Director, no power is
concentrated in any one individual of the Board. The
Company’s daily business management is shared amongst
Madam Hsu and other members of the executive committee
of the Board which was set up with specific written terms of
reference. Besides, all major decisions are made in consultation
with members of the Board and appropriate committees of
the Board. The Board is of the view that there is an adequate

balance of power.
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THE BOARD

The Board is currently composed of six members, including three
executive Directors, Madam Hsu Feng (Chairman and Managing
Director), Mr Tong Albert (Vice-Chairman) and Mr Chuang Hsiao-
Chen, and three independent non-executive Directors, Madam Tung

Wai Yee, Mr Cheung Siu Ping, Oscar and Mr Lee Chan Fai.

Biographical details of the Directors and relevant relationships among
them together with their respective roles in the Board and its
committees are set out in the Profile of the Directors and Officers

on pages 27 to 29.

The independent non-executive Directors of the Company represent
a half of the Board and one of them has the professional accounting
qualifications as required by the Listing Rules. The Company has
received a written confirmation from each of the independent non-
executive Directors of his independence pursuant to Rule 3.13 of
the Listing Rules and considers all of the independent non-executive

Directors to be independent.

The Board commits itself to acting in the best interests of the
Company and its subsidiaries (altogether the “Group”), and the
shareholders. The principal functions of the Board are to formulate
strategy, to consider and approve the Group’s major corporate
matters, to monitor and control significant operational and financial
matters of the Group. The independent non-executive Directors
have contributed valuable independent views and proposals for the

Board’s deliberation and decisions.

The Board meets regularly throughout the year as and when required.
Sufficient notices are given to all Directors at least 14 days before
the regular Board meetings so as to facilitate maximum attendance
of the Directors. The Company Secretary assists the Chairman of
the Board in setting the agenda for the regular meetings and all
Directors are consulted to include any matters in the agenda. Agenda
and accompanying board papers are given to all Directors in a timely
manner before the appointed date of the meetings. Drafts and final
versions of minutes of those meetings are circulated to the Directors
for comment and record respectively within a reasonable time after

each meeting. During the year of 2006, four regular meetings were

held by the Board.
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The Board has established an executive committee, an audit
committee and a remuneration committee (collectively the
“Committees”) with clear written terms of reference to oversee
particular aspects of the Company’s affairs and to assist in sharing
the Board’s responsibilities. The Board has reserved for its decision
or consideration matters covering corporate strategy, annual and
interim results, changes of members of the Board and the
Committees, major acquisitions, disposals and capital transactions,
and other significant operational and financial matters. All the
Committees have to report regularly to the Board on their decisions
and recommendations. The management is responsible for
implementing the strategies and plans adopted by the Board and

the Committees.

The Board has agreed on a procedure to enable the Directors to
seek independent professional advice whenever deemed necessary,
at the Company’s expense, to assist them to discharge their duties.
All Directors are kept informed on a timely basis of major changes
that may affect the Group’s business, including relevant rules and

regulations.

The Company has arranged appropriate liability insurance to
indemnify its Directors for their liabilities arising out of corporate

activities. The insurance coverage is reviewed on an annual basis.

Executive Committee

An executive committee (the “Executive Committee”) was established
by the Board with specific written terms of reference in June 2005.
The Executive Committee now comprises three executive Directors
of the Company, namely Madam Hsu Feng, Mr Tong Albert and
Mr Chuang Hsiao-Chen, and Madam Hsu Feng is the chairman of
the Executive Committee. The Executive Committee may convene
meetings as it considers necessary for reviewing and approving, inter
alia, any matters concerning the day-to-day management of the
business of the Company and any matters to be delegated to it by

the Board from time to time.
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Remuneration Committee

A remuneration committee (the “Remuneration Committee”) was
established by the Board with specific written terms of reference in
June 2005. The principal duties of the Remuneration Committee
are to make recommendation to the Board on the Company’s policy
and structure for remuneration of the Directors and senior
management of the Company and to determine specific remuneration
packages of all executive Directors and senior management of the
Company. Madam Tung Wai Yee, Mr Cheung Siu Ping, Oscar and
Mr Lee Chan Fai, all being independent non-executive Directors of
the Company, and Mr Tong Albert, an executive Director of the
Company, are now members of the Remuneration Committee
whereas Madam Tung Wai Yee acts as the chairman of the

Remuneration Committee.

Two Remuneration Committee’s meetings were held during 2006
for approving an offer to grant share options to executive Directors
and senior executives of the Company, and reviewing the
remuneration policy and packages for all the Directors and senior

management of the Company annually.

Audit Committee

An audit committee (the “Audit Committee”) has already been set
up by the Board with written terms of reference which have been
modified in April 2005 to align with the Code Provision C.3.3 of
the Code. The Audit Committee is composed of all the independent
non-executive Directors of the Company, Madam Tung Wai Yee,
Mr Cheung Siu Ping, Oscar and Mr Lee Chan Fai. The Audit
Committee is chaired by Mr Cheung Siu Ping, Oscar who possesses
the appropriate professional accounting qualifications as required

under the Listing Rules.

Under its terms of reference, the Audit Committee is required to
monitor integrity of the financial statements of the Company, to
review significant financial reporting judgements, and to oversee
internal control and risk management frameworks of the Company,

and the relationship with the Company’s auditors.

During the year, the Audit Committee held three meetings for
reviewing the interim and annual results as well as the financial
reporting matters of the Group, and for assessing internal control

and risk management systems of the Group.
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Attendance Records at Meetings of the Board and

the Committees

The attendance of the individual Directors at the regular meetings

of the Board and the meetings of the Remuneration Committee

and Audit Committee held during the year ended 31st December,

2006 is set out below:
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Number of meetings attended/held

ol Bhzad%H
Remuneration Audit
Board Committee Committee
WHE HFWZHREE ®HRZEHE
Executive Directors PATH A
Madam Hsu Feng At 414  N/ARNEM  NAREH
(Chairman of the Board (# 3 J5 T
and Managing Director) K 5 A A5 H)
Mr Tong Albert & T[R4 4/4 1/2 N/AAS 78
(Vice-Chairman of the Board) (5 2 Jej il 3 %)
Mr Chuang Hsiao-Chen HERE A 4/4  N/AANEH N/AA 7 H
Independent Non-Executive Directors W 7 e PLAT
Madam Tung Wai Yee HERL L 414 2/2 53
(Chairman of the Remuneration Committee) (B Z B & T )
Mr Cheung Siu Ping, Oscar g IR S A 4/4 2/2 3/3
(Chairman of the Audit Committee) (W Z AT L)
Mr Lee Chan Fai 2 PO o A 4/4 2/2 3/3
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Appointment and Re-election of Directors

According to the Articles of Association of the Company, new
Directors could be elected by the Company or appointed by the
Board and any Director so appointed by the Board shall hold office
only until the next following annual general meeting of the
Company. Besides, one-third (or the number nearest thereto) of all
the Directors of the Company for the time being shall retire by
rotation at the Company’s annual general meetings. The retiring

Directors shall be eligible for re-election.

The Company did not establish a nomination committee pursuant
to recommended best practices of the Code and the Board is
responsible for reviewing its own structure, size and composition
(including the skills, knowledge and experience of its members),
and assessing the independence of the independent non-executive
Directors. The Board is also responsible for considering any
appointment of its own members and nomination of those members
for re-election by the shareholders on the general meeting following

their appointments.

Every newly appointed Director will be given a comprehensive
orientation package, including latest information of the Group,
induction into their responsibilities and duties and other related

regulatory requirements.

No new Director was appointed during the year under review while
the Board has considered, at a regular Board meeting held in 2006
which was attended by full Board as disclosed above, nomination of
a Director appointed by the Board for re-election at the annual

general meeting of the Company.
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Code for Securities Transactions by Directors

The Company has adopted its own code of practice regarding
securities transactions by the Directors and relevant employees (the
“Code of Practice”) on terms no less exacting than the required
standard of the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”).

Having made specific enquiry of all Directors of the Company,
each of whom has confirmed compliance with the required standard
set out in the Model Code and the Code of Practice throughout the

year.

ACCOUNTABILITY AND AUDIT

Internal Controls

The Board is responsible for ensuring that a proper and effective
system of internal control is maintained within the Group in order
to safeguard the shareholders’ investment and the Group’s assets.
The Company has adopted a code on internal control applicable to
the Group in terms of financial, operational and compliance controls
and risk management functions since 2005. The Audit Committee
has been authorized by the Board to review the effectiveness of the
system of internal control of the Group at least once a year and a
meeting was held in 2006 for that purpose with reference to the

Group’s code on internal control.

The Board, through the review of the Audit Committee, is satisfied
that the Group has complied with all the provisions on internal
control throughout the year ended 31st December, 2006 and
considers that the Group’s internal control system has implemented
effectively. The code on internal control is reviewed and modified

regularly pursuant to operational requirements of the Group.
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Directors’ and Auditors’ Responsibilities for the
Financial Statements

The Directors of the Company are responsible for the preparation
of financial statements for each financial period which give a true
and fair view of the state of affairs of the Group as at the period
end and of the results and cash flows of the Group for that period.
In preparing the financial statements for the year ended 31st
December, 2006, the Directors have selected suitable accounting
policies and applied them consistently; have made judgements and
estimates that were prudent and reasonable; and have prepared the
financial statements on a going concern basis. The Directors are
responsible for keeping proper accounting records which disclose
with reasonable accuracy at any time the financial position of the

Group.

The responsibilities of the Auditors to the shareholders are to form
an independent opinion, based on the audit, on those financial
statements and their opinion on the consolidated financial statements
of the Group for the year ended 31st December, 2006 is set out in
the report of independent Auditors on pages 44 to 46.

Auditors’ Remuneration

The fees in respect of audit and non-audit services provided to the
Group by the Auditors for the year ended 31st December, 2006
amounted to approximately HK$2,660,000 and HK$14,500
respectively. The non-audit services provided during the year were

taxation services.

CORPORATE CITIZENSHIP

The Group pledges itself to contribution to the well-being of the
societies and constantly makes donations to various worldwide or
local charitable organizations for, inter alias, medical assistance,

children sponsorship and education purposes.

The Group has arranged for a donation of a total amount of HK$2.5
million to The Chinese University of Hong Kong to establish non-
local scholarships, namely “Tomson Group Scholarships”, for

students from the mainland China.
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The Company has also re-enrolled the “Heart to Heart Project”
organized by The Hong Kong Federation of Youth Groups in 2006,
to sponsor service projects proposed by volunteer groups of those
schools enrolled under the project so as to engage youth volunteers

to serve the community for contribution to social development.

In addition, the Company has made a donation to ORBIS to provide
the much needed treatment and eye surgery skills to blind people
worldwide.

SILVER

AFEEsTR el AL EFEEE TR
LLE L BN {ia. ) |

ARF ZEFREANERBRZMT B &
W A e S CH LR D > LR
SN T W% wh # 0B A 2R TR ki I S
HH > BEFE LRBALG - At gi
JEAE L E R o

I N /NG DN R E S e O

BERA M Z RPN LR MTE 2 &
HR A} T 917 4 filr 4% BY -

B

_a-;,.-"-“‘x e
-:'=7
pﬂfh;

ShAE-MuRm nu-m 0 nmr

Lada L LR I N =

(TR
c005-2007

26

Annual Report 2006




