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CORPORATE GOVERNANCE PRACTICES

The Board is committed to ensuring a high standard of
corporate governance practices and believes that they are
essential for maintaining and promoting investors’ confidence.
The Board reviews its corporate governance practices from
time to time in order to meet public and shareholders’
expectation and comply with increasingly stringent regulatory
requirements, and to fulfill its commitment to excellence in
corporate governance.

The Code on Corporate Governance Practices (“CG Code”)
issued by The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) came into effect on Ist January, 2005. The CG
Code sets out two levels of corporate governance practices
namely, mandatory code provisions that a listed company must
comply with or explain its non-compliance, and recommended
best practices that listed companies are encouraged to comply
with but need not disclose in the case of non-compliance. For
the year ended 31st March, 2006, the Company is in
compliance with the mandatory code provisions of the CG
Code except for certain areas of non-compliance that are
discussed later in this report.

BOARD OF DIRECTORS

The Board’s primary responsibilities are to formulate the
Company’s long-term corporate strategy, to oversee the
management of the Group, to evaluate the performance of
the Group and to assess the achievement of targets periodically
set by the Board.

In addition, the Board has also established Board Committees
and has delegated to these Board Committees various
responsibilities set out in their terms of reference respectively.

BOARD COMPOSITION

The Board comprises nine Directors, more than one-third of
the Directors are non-executive and independent of the
management. The Board are collectively responsible for
promoting the success of the Company by directing and
supervising the Company’s affairs. The Board has a balance of
skill and experience appropriate for the requirements of the
Group’s businesses. At 31st March, 20006, five of the Directors
are executive, namely Mr Hung Hon Man, Chairman, Mr
Cham Wai Ho Anthony, Vice Chairman, Mr Shum Kin Wai
Frankie, Managing Director, Mr Wong Sheung Kwong and
Mr Cheng Wai Ho, and four of the Directors are independent
non-executive, namely Mr Liu Chun Ning Wilfred, Mr Chung
Wai Keung, Mr Man Kong Yui and Mr Kwong Chi Kit Victor.
Each of Directors’ respective biographical details are set out
in the “Biographical Details of Directors and Senior

Management” of this annual report.
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BOARD COMPOSITION (continued)

During the year ended 31st March, 2006, the Board at all
time met the minimum requirements of the Rules Governing
the Listing of Securities on the Stock Exchange (“Listing
Rules”) relating to the appointment of at least three
independent non-executive Directors, and complied with the
requirement that these should include one such director with
appropriate professional qualifications of accounting or related
financial management expertise. Both Mr Liu Chun Ning
Wilfred and Mr Kwong Chi Kit Victor have the appropriate
professional qualifications and experience in financial matters
required.

Pursuant to the requirement in the Listing Rules, the Company
has received a written confirmation from each of the
independent non-executive Directors of his independence to
the Company.

To the best knowledge of the Company, there is no financial,
business, family relationship among the members of the Board.
Each of Directors also does not have any direct or indirect
material relationship with the Group.

BOARD PRACTICES

The Board meets at least four times each year at approximately
quarterly intervals to discuss the Group’s business development,
operation and financial performance. Notice of at least 14
days is given to all Directors for all regular Board meetings to
give all Directors an opportunity to attend. All regular Board
meetings adhere to a formal agenda in which a schedule of
matters is addressed to the Board. All Directors have access to
board paper and related materials, and are provided with
adequate information which enable the Board to make an
informed decision on the matters to be discussed and
considered at the Board meetings. Minutes of Board meetings
are kept by the Company Secretary and are opened for
inspection at any reasonable time on reasonable notice by any
Director.

To facilitate the decision-making process, the Directors are
free to have access to the management for enquiries and to
obtain further information, when required and the Directors
can obtain independent professional advice at the Company’s

expense.
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BOARD PRACTICES (continued)

During the year ended 31st March, 2006, 25 Board meetings
have been held. Details of the attendance of the Directors are

as follows:

Executive Directors HITES

Mr Hung Hon Man (Chairman) WA (F R
Mr Cham Wai Ho Anthony Rz L

Mr Shum Kin Wai Frankie SEBEE

Mr. Wong Sheung Kwong FHILEA

Mr Cheng Wai Ho Wt e

Independent non-Executive Directors ~ BYFHTES

Mr Liu Chun Ning Wilfred BRELE
Mr Chung Wai Keung HfREL
Mr Man Kong Yui SIS

(appointed on 3rd October, 2005) R-ZFLETAZHEZE)
Mr Kwong Chi Kit Victor BREE

(appointed on 3rd October, 2005) R-ZELETAZHEZED)
Mr Lin Zhi Hang (P4 ¥t

(Resigned on 3rd January, 2000) MEZZFZRE- A =ZARHE)

In addition, an independent board committee, comprising all
independent non-executive Directors at the moment, was
formed in October, 2005 to advise independent shareholders
in relation to the issue of the 3-year HK$300 million 2%
convertible note.
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Board Committee Comnmittee Committee

EZ® ENZEE REZEE FHZEEE

2525 012 01 0/3
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2525 012 01 0/3
22125 012 01 0/3
12125 1/2 1/1 213
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into a service
contract with the Company for an initial fixed term of three
years and will continue thereafter unless and until terminated
by either party giving not less than three months’ prior notice
in writing to the other. With the exception of Mr Hung Hon
Man as the Chairman of the Company, all Directors are subject
to retirement from office by the rotation at each annual general
meeting as required by the Articles of Association of the
Company (“Articles of Association”).

CG Code provision A.4.1 stipulates that non-executive
directors should be appointed for a specific term subject to
re-election. The non-executive Directors of the Company are
not appointed for specific terms but subject to retirement by
rotation and re-election at the annual general meeting of the
Company according to the provisions of the Articles of

Association.

CG Code provision A.4.2 stipulates that all directors appointed
to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after their
appointment and 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 Articles of
Association, at each annual general meeting of the Company,
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 one-third) should retire from office by rotation,
Further, any Director appointed to fill a casual vacancy or as
an addition to the Board should hold office only until the
next following annual general meeting of the Company and
should then be eligible for re-election at the meeting. To ensure
full compliance with the code provision A.4.2, relevant
amendments to the Articles of Association of the Company
were proposed and approved by the sharcholders at the
extraordinary general meeting held on 23rd November, 2005.

At the forthcoming annual general meeting of the Company,
Mr Cheng Wai Ho, Mr Liu Chun Ning, Wilfred, Mr Man
Kong Yui and Mr Kwong Chi Kit Victor will retire by rotation
and, being eligible will offer themselves for retirement.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Listing Rules as its own code of
conduct regarding securities transactions by the Directors. All
the Directors have confirmed, following a specific enquiring
by the Company, that they have complied with the required
standard set out in the Model Code throughout the year ended
31st March, 2006.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

CG Code provision A.2.1 stipulates that the roles of chairman
and chief executive officer (“CEQO”) should be separate and
should not be performed by the same individual. The
Company does not at present have any officer with the title
CEO, Mr Hung Hon Man is the chairman of the Company
and has also carried out the responsibility of CEO. Mr Hung
possesses the essential leadership skills to manage the Board
and extensive knowledge in the business of the Group. The
Board considers the present structure is more suitable to the
Company because it can promote the efficient formulation
and implementation of the Company’s strategies.

COMMITTEES OF THE BOARD

Nomination Committee

The Nomination Committee was established on 2nd
December, 2005 with a written terms of reference which are
available from the Company Secretary at any time. The terms
of reference of the Nomination Committee include making
recommendations for all appointment, re-designation and re-
appointment of Directors to the Board. It comprises four
members, all of whom are independent non-executive
Directors, namely Mr Liu Chun Ning Wilfred, Mr Chung
Wai Keung, Mr Man Kong Yui and Mr Kwong Chi Kit Victor.

The Nomination Committee is also responsible for
determining the independence of each Director and
conducting formal assessment of the effectiveness of the Board
as a whole and the contribution of each Director to the
effectiveness of the Board. In evaluating the Board’s
performance, the Nomination Committee considers a number
of factors, including those set out in the CG Code.

The Nomination Committee meets at least once a year. During
the year, the Nomination Committee has held its first meeting
on 2nd December, 2005 to define its terms of reference, to
review the structure, size and composition of the existing
Board, and to recommend to the Board that the structure,
size and composition (including the skills, knowledge and
experience) of the Board members and senior staff members

of the Company.

The attendance of each member of the Nomination
Committee, on named basis, at committee meetings during
the year is set out in the section “Board Practices” of this

report above.
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COMMITTEES OF THE BOARD (continued)

Remuneration Committee

The Remuneration Committee was established on 2nd
December, 2005 with written terms of reference no less
exacting terms than the CG Code. The terms of reference of
the Remuneration Committee are available from the Company
Secretary at any time. The Remuneration Committee currently
comprises four independent non-executive Directors, namely
Mr Liu Chun Ning Wilfred, Mr Chung Wai Keung, Mr Man
Kong Yui and Mr Kwong Chi Kit Victor.

The duties of the Remuneration Committee includes making
recommendations to the Board on the remuneration policy
and structure of the Directors and senior management,
approving the remuneration, determining the remuneration
packages of all Directors and senior management and
approving the compensation to Directors and senior
management on termination or dismissal provided that no
Director was involved in deciding his/her own remuneration.
Details of the amount of Directors’ emoluments during the
financial year ended 31st March, 2006 are set out in note 13
to the accounts in this annual report.

The emolument policy of the employees of the Group is set
up on the basis of their merit, qualifications and competence.
The emoluments of the Directors are determined with
reference to the Company’s operating results, individual
performance and the prevailing market rates.

The Remuneration Committee meets at least once a year.
During the year, the Remuneration Committee has held its
first meeting on 2nd December, 2005 to define its terms of
reference. On 28th February, 2006 and 2nd March, 2006,
two meetings were held to consider granting share options to
certain employees under the Company’s Share Option Scheme.

The attendance of each member of the Remuneration
Committee, on named basis, at committee meetings during
the year is set out in the section “Board Practices” of this
report above.
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COMMITTEES OF THE BOARD (continued)

Audit Committee

CG Code provision C.3.3 stipulates that the terms of reference
of the audit committee should include at least those duties as
set out in the provision. On 2nd December, 2005, the terms
of reference of the audit committee has been revised to ensure
on compliance with the CG code.

The Audit Committee currently comprises four members, all
of whom are independent non-executive Directors. The
members are Mr Liu Chun Ning Wilfred, Mr Chung Wai
Keung, Mr Man Kong Yui and Mr Kwong Chi Kit Victor, all
of whom are not involved in the day-to-day management of
the Company.

The Audit Committee convenes meetings at least twice a year.
The Audit Committee is responsible for reviewing the
Company’s financial information (including the Company’s
financial statements, annual reports, interim reports and major
comments on financial reporting contained in the financial
statements and reports), examining and studying the
Company’s financial reporting system and procedures for
internal supervision and control, and making recommendations
to the Board on matters regarding the appointment of external
auditors and audit fee etc.

During the year under review, the Audit Committee held two
meetings, during which the annual report for the year ended
31st March, 2005 and the interim report for the six months
ended 30th September, 2005 were reviewed. Please refer to
the table set out in the section “Board Practices” of this report
for the attendance record of individual Audit Committee
members.

Save as disclosed above, the Audited Committee has reviewed
the audited financial statements of the Company for the year

ended 31st March, 2006.

The Audit Committee has recommended to the Board that
Deloitte Touche Tohmatsu, Certified Public Accountants
(“Deloitte”), be nominated for re-appointment as external
auditors of the Company at the forthcoming annual general
meeting of the Company.

S G WL ST AR SCC3 30 E -
Z B 2 TR D LA A B E
Prf 2 Bt o i FEREFH S
H> #FEZEGZHMMEREC TERT
AR R A5 A A S 10 BT )

%2 B B b 4 S JE AT
AL - ol A PR AR S A - SRR T
P USRS B R R AR S A o S
2 BAN T Z HEEH -

FEULZAGHERDBOTMKGHE - F
P& B g A RENALNF 2 W E R
(BLE A A Al 2 B R ~ 4R
it B A T B S i R LR A T A
R ERZR) - R ALFZ
VS HR R AR AT R AT PR T R R
FEFF - 22 AT S WA S % o A s S
AL S e

B AR FREEGRITMKE
#o gLHERTRE_FZRE=A=
T HIEFEEZFREEE —FT LA
FUHA =+ H AR A 2 o s o A3
FUZAGS B2 sk w20
A (RG] —E Pk -

Br bR # 4L > R EZ B ECHEMA
AABEFETNFE=H=1T—HIF
2 RSB IRR -

FEHEAEGOMERGTERL > RALA
JRE T S R 4 K I B 4% L o i A
B o BB Gathity ([188]) B R
/NP 3% G



CORPORATE
GOVERNANCE REPORT

ACCOUNTABILITY AND AUDIT

The Directors are responsible for overseeing the preparation
of accounts of each financial period, which give a true and
fair view of the state of affairs of the Company and of the
results and cash flow for that period. In preparing the accounts
for the year ended 31st March, 2006, the Directors have
selected suitable accounting policies and have applied them
consistently, adopted appropriate Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards
which are pertinent to its operations and relevant to the
financial statements, made judgments and estimates that are
prudent and reasonable, and have prepared the accounts on a

going concern basis.

AUDITORS’ REMUNERATION

For the year ended 31st March, 2006, Deloitte, the external
auditors of the Group, provided the following services to the
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INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is responsible for the effectiveness of the Group’s
internal control systems. The internal control systems are
designed to meet the Group’s particular needs and the risks to
which it is exposed, and by their nature can only provide
reasonable, but not absolute assurance against misstatement

or loss.

Procedures have been set up for safeguarding assets against
unauthorised use or disposition, controlling over capital
expenditure, maintaining proper accounting records and
ensuring the reliability of financial information used for
business and publication. Qualified management throughout
the Group maintains and monitors the internal control systems

on an ongoing basis.
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SHAREHOLDERS’ RIGHTS AND
INVESTOR RELATIONS

In order to develop and maintain a continuing investors’
relationship with the Company’s shareholders, the Company
has established various channels of communications with its
shareholders such as publication of interim and annual reports,
press release and announcement of the latest development of
the Company in a timely manner. The annual general meeting
provides an opportunity for shareholders to exchange views
with the Board. The Chairman as well as chairmen of different
Committees are available to answer sharecholders” questions.
Moreover, resolutions are proposed at annual general meeting
on each substantially separate issue, including the election of
individual Directors. In addition, details of the poll voting
procedures and the rights of shareholders to demand a poll
are included in the circular to shareholders despatched together
with the annual report. Details of the proposed resolutions
are also set out in the circular.
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