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Corporate Governance Report
DETARE

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company is committed to maintain a high standard of
corporate governance practices as set out in the Code on
Corporate Governance Practice (the “Code”) in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) which
became effective on 1 January 2005.

The corporate governance principles of the Company emphasize
a quality board of directors, sound internal control, principles
and transparency and accountability to all shareholders of the
Company. The Company has complied with the Code throughout
the accounting period covered by this report except in certain
circumstances which are provided and discussed in the latter
part of this report.

BOARD OF DIRECTORS

The directors of the Company (the "Directors”) are collectively
responsible for the oversight of the management of business
and affairs of the Group of the best interest of the shareholders
of the Company. The Board currently comprises a total of six
Directors, with three Executive Directors namely Mr Chan How
Chung, Victor, Ms Lee Huei Lin and Mr Boo Chun Lon and three
Independent Non-executive Directors namely Mr Yuen Wai Ho,
Mr On Kien Quoc and Mr Chow Siu Ngor. The biographic details
of the Directors are set out on pages 11 to 12.

All Independent Non-executive Directors are financially
independent from the Group. The Company confirmed with all
Independent Non-executive Directors as to their independence
with reference to the factors as set out in Rule 3.13 of the
Listing Rules.

The Board is collectively responsible for the formulating of the
Group’s overall strategy, reviewing and monitoring the business
performance of the Group, preparing and approving financial
statements, recommendation of the Directors’ appointment or
re-appointment, considering and approving material contracts and
transactions as well as other significant policy and financial
matters. The Board also gives clear directions as to the powers
delegated to the management for the day-to-day operation and
administration functions of the Group.
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Corporate Governance Report (continued)

There were four board meetings held for the year ended 31
December 2005. The following was an attendance record of the
board meetings held by the Board during the year:

Executive Directors HiTEE
Chan How Chung, Victor fRZ 12
Lee Huei Lin Z21%

Boo Chun Lon AR BE
Independent Non-executive Directors BUHHITESE
Yuen Wai Ho BuiE =
On Kien Quoc om B EX
Chow Siu Ngor ;N E

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Company does not at present have a Chairman nor a Chief
Executive Officer. Nevertheless, the main duties and
responsibilities of a Chairman and a Chief Executive Officer are
currently held by separate individuals with written guidelines for
the division of responsibilities with a view to maintain an effective
segregation of duties between the management of the Board
and the day-to-day management of the Group’s business and
operations.

To comply with the Code provision, the Company is considering
the appointment of a Chairman of the Board and a Chief
Executive Officer respectively if candidates with suitable
leadership, knowledge, skills and experience can be identified
within or outside the Group.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 23 September
2005. It currently consists of three Independent Non-executive
Directors of the Company namely Mr Yuen Wai Ho, Mr On Kien
Quoc and Mr Chow Siu Ngor (as Chairman).

The main responsibilities for the Remuneration Committee are:

1. To make recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and
senior management;

2. To have the delegated responsibility to determine the specific
remuneration packages of all executive Directors and senior
management;

tERER®E (&)

BE_ZTRAFT A=t HILFE &=
SERTOREH A T REFERNFRELT

VE R R A8
4/4 100%
4/4 100%
4/4 100%
3/4 75%
4/4 100%
4/4 100%

FERITHRAR
RAREBAMIWEEFERITHBE - AW B
HESSTEEBRASEERREEZAEE
BrBRESUNARED  EEETBERZE
SRS MNETEIERBYZENALRESRS
& B E TR EEIE S BT -

BETZTUZEX  AREIRIEEERAE
ll*lﬁﬂ_}il/‘/{ﬁl\%@ﬂ%AE%T% e - EE
MEBHNEBEAESRETESSEERITR
B BAL

yMERE

FWMESEN -_FTRFNA-t=ZARI
BB RAARBIFATEFER  BF
TEFELLE  RRBEERPIESE (X
B)

FMEZRENEERBMOT ¢
1. BABARREZEMRSAEEENMAFH
MzBREEBRAESSHFLERBSR

2. AABEEMEREIUFERE
FRERBNEEFM S

HITEER

Tt

HELRIERBERAR —ZEZRFHFRH

15



16

Corporate Governance Report (continued)

TERERME (8)

3.  To review and approve performance-based remuneration by
reference to corporate goals and objectives resolved by the
Board from time to time;

4. To review and approve the compensation payable to
executive Directors and senior management in connection
with any loss or termination of their office;

5.  To review and approve compensation arrangements relating
to dismissal or removal of Directors; and

6. To ensure that no Director or any of his associates is involved
in deciding his own remuneration.

There was no meeting held for the year ended 31 December
2005. Nevertheless, the remuneration packages of the Board for
the year ended 31 December 2005 had been reviewed by the
Remuneration Committee and approved by the Board by taking
into consideration factors such as salaries paid by comparable
companies, time commitment, responsibility, market conditions
elsewhere in the Group and desirability of performance-based
remuneration.

AUDIT COMMITTEE

The Audit Committee was established on 28 September 2000. It
currently consists of three Independent Non-executive Directors
namely Mr Yuen Wai Ho (as Chairman), Mr On Kien Quoc and
Mr Chow Siu Ngor.

The main responsible for the Audit Committee is:

1. To review the accounting principles and practices adopted
by the Group; and

2. To review the financial reporting process and internal control
system of the Group.
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Corporate Governance Report (continued)

There were two Audit Committee meetings held for the year
ended 31 December 2005. The following was the attendance
record of the Audit Committee meetings held during the year:

Audit Committee Members EEZZEEHKE
Yuen Wai Ho B 1 =
On Kien Quoc o B B2
Chow Siu Ngor BN E

The Audit Committee reviewed the independence and objectivity
of the external auditors, the scope of audit services and related
audit fees payable to the external auditors for the Board'’s
approval. The Audit Committee met and discussed with the
external auditors on their audit strategy and assessment of the
sufficiency of the internal control of the Company.

The Audit Committee recommends the re-appointment of Ting
Ho Kwan & Chan as the Group’s external auditor for 2006 and
that the resolution shall be put forth for the shareholders of the
Company to consider and approve at the forthcoming annual
general meeting.

AUDITORS’ REMUNERATION

During the year the fees charged by the Company’s external
auditors, Ting Ho Kwan & Chan to the financial statements of
the Company and its subsidiaries for the Group's statutory audit
and other services were approximately HK$341,000 and HK$5,000
respectively. The non-statutory audit services mainly consist of
tax compliance.

NOMINATION OF DIRECTORS

Company has not formed a Nomination Committee. No director
was nominated during the year ended 31 December 2005.

According to the bye-laws of the Company (“Bye-laws"”), the
Company may from time to time in general meeting by ordinary
resolution elect any person to be a Director to fill a casual vacancy
or as an addition to the Board. The Board also has the power to
appoint any person to be a Director to fill a casual vacancy or as
an addition to the Board and such appointment shall be subject
to shareholders’ approval in general meeting.
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Corporate Governance Report (continued)

TERERME (8)

DIRECTORS’ SECURITIES TRANSACTIONS

During the year ended 31 December 2005, 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 the code for dealing in securities of the
Company by the Directors. Having made specific enquiry, all the
Directors confirmed that they have complied with the required
standard set out in the Model Code throughout the year.

COMPLIANCE WITH THE CODE PROVISIONS
None of the Directors is aware of any information which would
reasonably indicate that the Company is not, or was not,
throughout the year, in compliance with the Code as set out in
Appendix 14 to the Rules Governing the Listing of Securities on
the SEHK (the “Listing Rules”), except that:

(a) Code Provision A.4.1 requires that non-executive directors
should be appointed for a specific term, subject to re-
election. Currently the Independent Non-executive Directors
are not appointed for a specific term, but are subject to
retirement by rotation at the Company’s annual general
meeting as specified in the Bye-laws.

(b)  Under Code Provision A.4.2, all Directors appointed to fill a
casual vacancy should be subject to election by shareholders
at the first general meeting after their appointment. Every
Director, including those appointed for a specific term,
should be subject to retirement by rotation at least once
every three years.

According to the Bye-laws, (i) at each annual general
meeting one-third of the Directors for the time being, or, if
their number is not three or a multiple of three, then the
number nearest to one-third, shall retire from office by
rotation save any director holding office as Chairman or
Managing Director; and (ii) any Director appointed to fill a
casual vacancy shall hold office only until the next following
annual general meeting of the Company and shall then be
eligible for re-election at the meeting.
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Corporate Governance Report (continued)

Under Code Provision E.2.2, all proxy votes should be
counted. According to the Bye-laws, at any general meeting
on a show of hands every shareholder who is present in
person or by a duly authorized corporate representative
shall have one vote, and on a poll every shareholder present
in person or by a duly authorized corporate representative
or by proxy, shall have one vote for every fully paid up
share.

The Company has received the current situation and will propose
appropriate amendments to its current Bye-laws for adoption by
its shareholders at the forthcoming annual general meeting, in
order to ensure compliance with this code provision and
consistency with the Bye-laws.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities to prepare
financial statements for each financial year which give a true
and fair view of the state of affairs of the Group. In preparing
the financial statements for the year ended 31 December 2005,
the Directors have adopted suitable accounting polices which
are pertinent to its operations and relevant to the financial
statements, made judgements and estimates that are prudent
and reasonable, and have prepared the financial statements on
the going concern basis.

The responsibilities of the Directors for the financial statements
and those for the auditors to the shareholders are set out on
page 29.

INTERNAL CONTROLS

To protect its assets and to ensure the accuracy and reliability of
the financial information that the Company employs in its business
or releases to the public, the Company conducts regular reviews
of the effectiveness of the Group’s internal controls. The scope
of these reviews includes, among others, finance, operations,
regulation compliance and risk management.
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