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The Company is committed to achieving a high standard of
corporate governance practices with a view to protecting the
interests of all of its shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Code on Corporate
Governance Practices (the “Code”) throughout the financial
year ended 31st March, 2006 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”) which
came into effect on 1st January, 2005, with deviation from
the code provision A.4.2 of the Code as stated in the
Company’s 2005/2006 interim report.

Under the code provision A.4.2 of the Code, 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.

Pursuant to the then Bye-laws of the Company prior to 18th
August, 2005, at each annual general meeting of the
Company, one-third of the directors of the Company (the
“Directors”) for the time being (or, if their number is not a
multiple of three, the number nearest to but not greater than
one-third) should retire from office by rotation, provided that
the Chairman of the Board of Directors (the “Board”) and the
Managing Director of the Company were not subject to the
retirement by rotation. Further, any Director appointed to fill
a casual vacancy or as addition to the Board should hold
office only until the next following annual general meeting
and would then be eligible for re-election. This constituted a
deviation from the code provision A.4.2 of the Code.

To comply with the code provision, relevant amendments to
the Bye-laws of the Company were proposed and approved
by the shareholders at the annual general meeting of the
Company held on 18th August, 2005.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its code of conduct regarding
securities transactions by the Directors. Having made specific
enquiry of all Directors, all Directors have complied with the
required standard set out in the Model Code throughout the
financial year ended 31st March, 2006.

THE BOARD

The Board of the Company comprises ten Directors, including
six executive Directors, namely Dr. Tam Wai Ho, Samson Jp
(Chairman), Mr. Tam Wai Tong, Thomas (Managing Director),
Mrs. Tam Mui Ka Wai, Vivian, Mr. Kazuhiro Otani, Mr. Lee
Koon Hung and Dr. Fok Ting Yeung, James; one non-
executive Director namely Mr. Lo Chi Chung, William; and
three independent non-executive Directors, namely Mr. Yung
Wing Ki, Samuel MH, Mr. Ho Kwok Shing, Harris and Mr.
Wong Kon Man, Jason. During the financial year ended 31st
March, 2006, there has been no change as to the composition
of the Board.

The Board meets regularly and board meetings are held at
least four times a year at approximately quarterly intervals.
Notices of regular board meetings are served to all Directors
at least fourteen days before the meetings to ensure that all
Directors are given the opportunity to attend. Agenda and
accompanying board papers are sent out to all Directors at
least three days in advance to ensure that all Directors are
given the opportunity to include matters in the agenda for
regular board meetings. Draft minutes of board meetings
are circulated to all Directors for comment within a reasonable
time prior to confirmation. Minutes are recorded in sufficient
detail the matters considered by the Board and decisions
reached.
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R EBEBSEETMNNEE E2FM@AI2H  meetings were held and the individual attendance of each
FEEMT Director is set out below:
HESBERE
Number of
meetings attended
BITES Executive Directors
BERATHL (EFE) Tam Wai Ho, Samson Jp (Chairman) 4/4
BER(EEHKIE) Tam Wai Tong, Thomas (Managing Director) 4/4
BERE Tam Mui Ka Wai, Vivian 4/4
RKAFE Kazuhiro Otani 4/4
e Lee Koon Hung 4/4
EEF Fok Ting Yeung, James 4/4
FHITES Non-executive Director
EEHE Lo Chi Chung, William 4/4
BIYFHITES Independent non-executive Directors
RkHpans Yung Wing Ki, Samuel MH 4/4
o] B9 5K Ho Kwok Shing, Harris 4/4
THX Wong Kon Man, Jason 4/4
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and policies of the Group, reviewing and monitoring its
financial performance, including preparing and approving
financial statements and overseeing operational matters of
the management. Daily business operations and
administration functions are delegated to the management.

Pursuant to Rules 3.10 (1) and (2) of the Listing Rules,
sufficient number of independent non-executive Directors
have been appointed with one of them has appropriate
accounting or related financial management expertise. The
Board has received annual confirmation of independence
from the independent non-executive Directors as required
under Rule 3.13 of the Listing Rules.
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THE BOARD (Continued)

The relationship between Dr. Tam Wai Ho, Samson Jp and
Mr. Tam Wai Tong, Thomas is brothers. Mrs. Tam Mui Ka
Wai, Vivian is the wife of Dr. Tam Wai Ho, Samson Jr. Save
for these relationships, there are no other financial, business,
family or other material/relevant relationships among
members of the Board.

Currently, the Company has set up five committees including
Remuneration Committee, Risk
Management Committee, Executive Management Committee
and Share Option Committee. Each committee is delegated
with various responsibilities by the Board in assisting the
Board in the discharge of its duties and to administer
particular aspects of the Group’s activities. Details of the
role and function of each committee are summarized below.

Audit Committee,

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Chairman and the Managing Director are Dr. Tam Wai
Ho, Samson Jp and Mr. Tam Wai Tong, Thomas respectively.
The roles of the Chairman and the Managing Director are
clearly segregated and are not exercised by the same
individual. The Chairman’s principal responsibility is to
manage the Board and the Managing Director’s principal
responsibility is to manage the Company’s business. In
particular, the Chairman is responsible for the Group’s
corporate planning and financial management whereas the
Managing Director is responsible for the overall marketing
and sales strategies of the Group’s products.

NON-EXECUTIVE DIRECTOR

The term of appointment of each of the non-executive
Directors are fixed for a specific term, and shall be subject
to retirement by rotation and re-election in accordance with
the Company’s Bye-laws.
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REMUNERATION COMMITTEE

The Remuneration Committee was established in 1996. The
Company has adopted terms of reference in compliance with
code provision B.1.3 of the Code. The Remuneration
Committee comprises an executive Director, namely Dr. Tam
Wai Ho, Samson Jp (Chairman of the Remuneration
Committee) and two independent non-executive Directors,
namely Mr. Ho Kwok Shing, Harris and Mr. Wong Kon Man,
Jason.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy and
structure in relation to remuneration of Directors and senior
management of the Company. It schedules to meet at least
once a year for reviewing the remuneration of the executive
Directors and senior management of the Company and
assessing performance of executive Directors. In determining
and approving the remuneration of Directors and senior
management of the Company, the Remuneration Committee
shall consider factors such as market competitiveness,
individual performance and achievement and company and
divisional profitability.

The Remuneration Committee has held two meetings during
the financial year ended 31st March 2006, for revising the
remuneration package for executive Directors and senior
management of the Company, and approving the payment
of bonus for and grant of share options to executive Directors
and senior management of the Company. The attendance of
each member is set out below:

HESERRE
Number of
meetings attended

BEIATHL Tam Wai Ho, Samson JrP 2/2
fa] [B9 X Ho Kwok Shing, Harris 2/2
EF®HX Wong Kon Man, Jason 2/2
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AUDIT COMMITTEE

The Audit Committee was established in 1999. The Company
has adopted terms of reference in compliance with code
provision C.3.3 of the Code. The Audit Committee comprises
three independent non-executive Directors, namely Mr. Yung
Wing Ki, Samuel MH (Chairman of the Audit Committee), Mr.
Ho Kwok Shing, Harris and Mr. Wong Kon Man, Jason and
a non-executive Director, Mr. Lo Chi Chung, William.

The principal responsibilities of the Audit Committee include
providing an independent and professional advice on financial
reporting, and evaluating the effectiveness of internal control
and the sufficiency of external and internal audits.

During the financial year ended 31st March, 2006, the Audit
Committee has held four meetings to review the accounting
principles and practices adopted, discuss and evaluate
internal control procedures, risk management and financial
reporting matters. It also ensures that the Group complies

ZHBEEMT with all applicable laws and regulations. The attendance of
each member is as follows:

HESBRHY

Number of

meetings attended

AokHgugs Yung Wing Ki, Samuel MH 4/4

AT B A Ho Kwok Shing, Harris 4/4

TF®X Wong Kon Man, Jason 4/4

EEHE Lo Chi Chung, William 3/4
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After each Audit Committee meeting, the Chairman of the
Audit Committee will present a report to the Board which
highlights any significant issues discussed in the meeting
for the Board’s information and consideration. To assist the
Audit Committee to carry out its duties, the Process
Improvement and Internal Audit Sub-committee was formed
in 2002 to provide support to frontline functions in improving
business operations and performing internal audit. Internal
audit reports will be directly sent to the Audit Committee
periodically.
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RISK MANAGEMENT COMMITTEE

The Risk Management Committee was established in 2001
to help Directors identify and assess business risks.
Corresponding strategies are formulated and
management system is implemented to prevent and manage
market and operational risks.

risk

EXECUTIVE MANAGEMENT COMMITTEE

The Executive Management Committee was established in
2005 with written terms of reference to operate as a general
management committee under the authority of the Board.
The Executive Management Committee comprises six
executive Directors, namely Dr. Tam Wai Ho, Samson Jr
(Chairman of the Executive Management Committee), Mr.
Tam Wai Tong, Thomas, Mrs. Tam Mui Ka Wai, Vivian, Mr.
Kazuhiro Otani, Mr. Lee Koon Hung and Dr. Fok Ting Yeung,
James.

SHARE OPTION COMMITTEE

The Share Option Committee was established in 1996 with
written terms of reference to deal with issues regarding any
grant of share options under the Company’s share option
scheme. In any case, the grant of the Company’s share
options to any Director or his associates requires the approval
of the Company’s independent non-executive Directors. The
Share Option Committee comprises two executive Directors,
Mrs. Tam Mui Ka Wai, Vivian (Chairman of the Share Option
Committee) and Mr. Lee Koon Hung.

AUDITORS’ REMUNERATION

For the year under review, the total remuneration in respect
of audit services provided by the Company’s auditors are
HK$1,522,664.
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DIRECTORS’ RESPONSIBILITIES FOR
PREPARATION OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing
the Company’s financial statements which give a true and
fair view. The statement of the auditors of the Company
about their reporting responsibilities on the financial
statements is set out in “Report of the Auditors” on page 44
of the annual report.

INTERNAL CONTROLS

The Board has conducted review of the effectiveness of the
system of internal control of the Company and its subsidiaries
which cover the review of risk management functions, the
Company’s material controls including financial, operational
and compliance controls.

INVESTOR RELATIONS

The Group always places emphasis on communicating with
investors and is committed to enhancing investor relationship
by increasing its transparency to the investor community.
Measures to keep investors informed of the Group’s latest
developments comprehensively and timely include regular
meetings, presentations, posting of press release and
announcements on the Group’s website, visits to the
manufacturing plant and e-mail news updates.
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