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The Board believes that good corporate governance is
essential to the success of the Company. The Company has
applied the principles in and complied with the Code on
Corporate Governance Practices (the “Code”) set out in
Appendix 14 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) throughout the period from 1st October, 2005 to
31st December, 2006 except for certain deviations disclosed

herein.
The Company periodically reviews its corporate governance
practices to ensure that they continuously meeting the

requirements of the Code.
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RATBERM EMARBIMEE A&z bW
BITAESFETHEFR G 2FESFR (R
A FREFETHEFISH BT
R - CEFMBEESEL I EENE - &

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code")
as set out in Appendix 10 of the Listing Rules as its code of
conduct for directors’ securities transactions. Having made
specific enquiry of all directors, the directors have confirmed
compliance with the required standard set out in the Model
Code for the period from 1st October, 2005 to 31st
December, 2006.
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The Board is responsible for the leadership and control of
the Group and oversees the Group’s businesses, strategic
decisions and performance. The Board has delegated the
day-to-day management of the Group’s operations to the
executive directors and management team who perform their

duties under the leadership of the Chairman.

The Board comprises four executive directors and three

independent non-executive directors.
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Regular Board meetings are held at least four times a year
to approve annual and interim results, and to review the
business operations and internal control system of the Group.
Apart from these regular meetings, Board meetings are also
held to approve major or special issues. Six Board meetings
were held during the period from 1st October, 2005 to
31st December, 2006.

Members of the Board, number of Board meetings held
and attendance of each member during the period are set

out as follows:

HEEBRAEBOTEERY

Number of meetings attended/

EEERE Members of the Board Number of meetings held
HiTES Executive directors

BEESE (FE) Mr. Chow Tak Hung (Chairman) 6/6
Bt (BEE) Ms. Chow Woon Yin (Deputy Chairman) 6/6
FHAOEL L Ms. Wong Siu Wah 6/6
BRIEL L (EFIEILHE) Ms. Chau Choi Fa (Managing Director) 6/6
BYFHITES Independent non-executive directors

2FHiE L Dr. Lau Yue Sun 6/6
ERFELEE Mr. Yip Tai Him 6/6
VINCIR= e Mr. Lam Kwok Cheong 6/6
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The Company has received from each independent non-
executive director an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rule. The Company
considers that all of the independent non-executive directors

are independent.

The Board has maintained a balance of skill and expertise
appropriate for the nature and business objectives of the
Group. List of directors and their biographical details are set

out on pages 12 to 14.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER
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Under the Code provision A.2.1, the roles of the chairman
and chief executive officer should be separated and should

not be performed by the same individual.

Mr. Chow Tak Hung is the Chairman of the Board and the
Chief Executive Officer of the Company. The Board considers
that the present structure provides the Group with strong
and consistent leadership and allows for efficient and
effective business planning and execution. Hence, the Board
believes that it is in the best interest of the shareholders of
the Company that Mr. Chow Tak Hung will continue to
assume the roles of the Chairman of the Board and the
Chief Executive Officer of the Company. However, the Board
will review the current structure as and when it becomes

appropriate in future.

INDEPENDENT NON-EXECUTIVE DIRECTORS
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Under the Code provision A.4.1, the non-executive directors
should be appointed for a specific term, subject to re-election
and under the Code provision A.4.2, every director, including
those appointed for a specific term, should be subject to

retirement by rotation at least once every three years.

Currently, the three independent non-executive directors are
not appointed for a specific term but are subject to retirement
by rotation and re-election at the annual general meeting in
accordance with the provisions of the bye-laws of the
Company, and their appointment will be reviewed when
they are due for re-election. In addition, under the provisions
of the bye-laws of the Company, the Chairman of the Board
and/or the Managing Director of the Company are not
subject to retirement by rotation or be taken into account in
determining the number of directors to retire each year. The
Board considers that Mr. Chow Tak Hung, Chairman of the
Board, should not be subject to retirement to ensure the

continuity of leadership and stability for growth.
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REMUNERATION COMMITTEE
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Remuneration Committee

The Remuneration Committee comprises one executive

director and two independent non-executive directors.

The Remuneration Committee is responsible for making
recommendations to the Board on, among other things, the
Group’s policy and structure for the remuneration of all
directors and senior management and is delegated by the
Board with the responsibility to determine on behalf of the
Board the specific remuneration packages for all executive

directors and senior management of the Group.

One Remuneration Committee meeting was held during the
period from 1st October, 2005 to 31st December, 2006.

Members of the Remuneration Committee, number of
meetings held and attendance of each member during the

period are set out as follows:

HESBRRYE BITEERE
Number of meetings attended/

Number of meetings held

Executive director

et L (£/E)
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Mr. Chow Tak Hung (Chairman) 1/1

Independent non-executive directors

Dr. Lau Yue Sun 1/1
Mr. Yip Tai Him 1/1
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RELZES NOMINATION COMMITTEE

RALZECTH BWRTESLMABELIE  The Nomination Committee comprises one executive director
S

EHHK - and two independent non-executive directors.

RALZECTAEEWNESRIBAZIERI  The Nomination Committee is responsible for reviewing and
MEFSREESE - making recommendations to the Board on the nomination

of potential candidates for directorship.
RZZEZRFTA-BZEFZNF 1+ One Nomination Committee meeting was held during the
B=Z+—HEM "QARFEITT —XIEH  period from 1st October, 2005 to 31st December, 2006.
ZEgega o

AHABIREZEEKE « S ERZEK  Members of the Nomination Committee, number of meetings
BHEBRETIAT held and attendance of each member during the period are

set out as follows:

HESERNE RITEEXH

Members of the Number of meetings attended/
REZEEHNE Nomination Committee Number of meetings held
HITES Executive director
AEHELEE () Mr. Chow Tak Hung (Chairman) 1/1
BIYFHITES Independent non-executive directors
ERFELE Mr. Yip Tai Him 1/1
VINCIR= R Mr. Lam Kwok Cheong 1/1
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AUDITOR'S REMUNERATION
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During the period from 1st October, 2005 to 31st December,
2006, Deloitte Touche Tohmatsu, the independent auditor
of the Company, provided the following services to the Group

and their respective fees charged are set out as follows:

WE = & M

R 75 & 38 Type of services Fees charged
FAET

HK$'000

BEZRE Audit services 838
5t 7 BR 1% fo o3 #7 Taxation services and analyses 390
AR Total 1,228

AUDIT COMMITTEE
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The Audit Committee is responsible for reviewing and
supervising the financial reporting process and internal control
system of the Group and providing advices and

recommendations to the Board.

Three Audit Committee meetings were held during the period
from 1st October, 2005 to 31st December, 2006.
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CBmRENEK  Members of the Audit Committee, number of meetings held

and attendance of each member during the period are set

out as follows:

Members of the Audit Committee

HEESBERYE RITEERY
Number of meetings attended/

Number of meetings held

BIYFEHITES Independent non-executive directors

ERFRSTE (EE) Mr. Yip Tai Him (Chairman) 3/3
2 FIiEL Dr. Lau Yue Sun 3/3
HE & kA& Mr. Lam Kwok Cheong 3/3
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During the period, the Audit Committee has performed the

following duties:

)

©)

©)

4

)

reviewed with the independent auditor the annual
audited financial statements and reviewed the
interim financial with

unaudited statements,

recommendations to the Board for approval;

reviewed the change in accounting standards and
assessment of potential impacts on the Group's

financial statements;

reviewed the Group's internal control system and
discussed the relevant issues including financial,
operational, compliance controls and risk management

functions;

reviewed the compliance issues with the regulatory

and statutory requirements; and
made recommendations on the appointment or

reappointment of the independent auditor and

approved the terms of engagement.
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ACCOUNTABILITY AND AUDIT
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The directors of the Company acknowledge their
responsibility for the preparation of the accounts of the
Group for the relevant accounting periods in accordance
with statutory and regulatory requirements. In preparing the
accounts for the period from 1st October, 2005 to 31st
December, 2006, the directors have adopted appropriate
accounting policies and applied them consistently. The
accounts for the reporting period have been prepared on a

going concern basis.

A statement by the independent auditor about their reporting

responsibilities is set out on page 31.

INTERNAL CONTROLS
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The Board reviews the internal control system of the Group
annually and will take any necessary and appropriate actions
to maintain an adequate internal control system to safeguard
shareholders’ investments and the Group's assets. The
effectiveness of the internal control system was also

discussed on an annual basis with the Audit Committee.
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