LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

The board of directors (the “Board”) is committed to promote good
corporate governance to safeguard the interests of the shareholders and
to enhance the performance of the Group. Set out below are the details
of the corporate governance principles and practices adopted by the

Company.

BOARD OF DIRECTORS

Board Composition

The principal duty of the Board is to ensure that the Company is properly
managed in the interest of shareholders. The Board, led by the Chairman,
is responsible for the leadership and control of the Company, including
overseeing the Group's businesses, strategic decisions and performances.
Management is responsible for the day-to-day operations of the Group

under the leadership of the Executive Directors.

The Board has three Executive Directors and three Non-Executive
Directors. Save as the spouse relationship between Mr. Chang Ei Eu, and
Ms. Hsieh Ming Chiu, the Executive Directors, there is no family
relationship between any of the Directors, nor is there any financial,
business or other material or relevant relationships among the members
of the Board. One of the Independent Non-Executive Directors possesses
the appropriate professional accounting qualifications as required under
the Rules (the “Listing Rules”) Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited. Biographies of the Directors are
set out on pages 11 to 13 to this Annual Report.

According to Clauses 87 of the Articles of Association of the Company,
one-third of the Directors shall retire from office by rotation at least
once every three years and being eligible, offer themselves for re-election

at the forthcoming annual general meeting.

The Company has not established a nomination committee. According
to the Articles of Association of the Company, the Board has the power
from time to time and at any time to appoint any person as a Director
either to fill a causal vacancy or as an addition to the Board. The current
nomination procedures for appointment of new directors would normally
take into consideration of the candidates’ qualification, ability, working
experience, leadership, professional ethics and any other factors, if any,
which are relevant to the Group’s business. Then, the list of candidates
with their biographies would be brought to the Board for consideration.

No Board meeting was held for nomination of director in 2006.

EER([EFRNDATRERFEEER
URERREGEREAREEZRRE - AT
RARBRERZEEERRAREGIHF

o

E5R

ESRZAM
EXRZIERMBERERANARESE S
B-URERRMNE EFREIFA
T BEFEEREHAAR  BEEER
Bz X% KERELERE - ERTES
BT EEERAEAKBECZARZE -

A

™

EERM-AHNTEER=AFRNTESA
Ko BRRTEFRETLERNTESHH
RELREBI  EXCHMERGCRERH
B MEZREXBZEAMEBEFAAR - £
B HEMERRAMME - Hh—RBIULF
HTEZARERBARIMAERDAIES
EHRAUTETRUDREZAEE XS
B REFECHEINAFRENES3
"

&

REARAF 2 ERAAIF 8715
ERRVEB=FHESE KX
REYBEREERRBFASERERL -

NN
>
—H

’
i

ARBYERIRHZZES - REARFZ
ERAN EFRARNMINEHZIES
NEREREZRIMEAEERZHIEKE -
ABRZENEEMA < RREF—KREE
BEMREAZERE 8 IT{EER B%
BN EXRTREBASERB 2 EMA
HEEWA) REAZZEARGERE
BERREZREZER - _TEXFRLER
REEZABRMBTEZREH -

ANNUAL REPORT 06 # # ]5



LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

Each of Independent Non-Executive Directors of the Company was
appointed as an Independent Non-Executive Director for a term of three
years commencing from 10th June, 2006 pursuant to a letter of
appointment, provided that either party may terminate such appointment

at any time by giving at least one month’s notice in writing to the other.

The Company has received from each Independent Non-Executive
Director an annual confirmation of his/her independence pursuant to
Rule 3.13 of the Listing Rules and the Company considers the three

Independent Non-Executive Directors to be independent.

Chairman of the Board and Chief Executive Officer
Mr. Chang Ei Eu is the Chairman of the Board and Chief Executive
Officer of the Group.

Board Meetings

During the year ended 31st March, 2006, the Board met three times. The

attendance of Directors at the Board meeting is summarized as below:

Directors No. of Meetings Attended/Held

Executive Directors

Mr. Chang Ei Eu (Chairman) 3/3
Ms. Hsieh Ming Chiu 3/3
Mr. Chow Kin Ming 3/3

Independent Non-Executive Directors

Mr. Lee Kin Keung 3/3
Dr. Lam Chun Kong 3/3
Madam Tung Pui Man 3/3

Directors’ Securities Transactions

The Company has adopted the Model Code (“Model Code”) for Securities
Transactions by Directors of Listed Issuers contained in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors, all the
Directors confirmed that they have complied with the required standard

set out in the Model Code during the year ended 31st March, 2006.

] 6 ANNUAL REPORT 06 % #&

REZEE  ARAISBIIFRTESNE
HH—_ZZRFAATHERB=5F X
R-NAEERs—TBRLRS—EAERE
BAKLETH -

ARACRAISBEIFFRTESRELTH
AE3VBEREBUMEL 2 BFERSE
ARARB=-RBBUFRTEETERBIUA
i o

EERIFERTHAR
REFLERAKBZESRIFERITHA
ﬁ o

EEHgE
EERNHE-TT A AE-A=1+—HLF
BRIZNEH SESNESREZZL
BERBEFENAT

EE HE/BIT2EBRE
HITES

REFRE (FE) 3/3
M Z 3,3
BB E 3/3
BIFHTES

gt 3/3
IR 48 18 = 3/3
sMExt 3/3
BEZEERS

RABEHRM LIRS 10f S 2 £
TAERETEFRZNRESTA ([FET
) - HERBESFLEEENR  28E
FRARENRBE_TTRF=A=1+—H
LFEEEETRETRMRE 2 E] -



LINFAIR HOLDINGS LIMITED

CORPORATE GOVERNANCE REPORT

Directors’ Responsibilities for the Accounts

The Directors acknowledge their responsibility for preparing the accounts
of the Group and ensuring that the preparation of the accounts of the
Group are in accordance with the statutory requirements and the
applicable accounting standards. The Directors shall comply with the

Listing Rules for the publication of the Group’s accounts.

In preparing the financial statements for the six months ended 30th
September, 2005 and for the year ended 31st March, 2006, the Directors
have adopted appropriate accounting policies and applied them
consistently. The financial statements for the reporting year have been

prepared on a going concern basis.

The Board has, through the Audit Committee, conducted annual review
of the effectiveness of the internal control system of the Group covering
the financial, operational, procedural compliance and risk management
functions. The internal control system is designed to provide reasonable,
but not absolute, assurance of no material misstatement or loss and to
manage rather than eliminate risks of failure in operational systems and

achievements of the Group’s objectives.

The statement of the auditors of the Company about their reporting
responsibilities on the accounts of the Group is set out in the Auditors’

Report on pages 27 to 28 of this Annual Report.

Board Committee
The Board has appointed the following Board committees to oversee

particular aspects of the Company’s affairs:

Audit Committee

The Audit Committee comprises three Independent Non-Executive
Directors of the Company and was formed in September 2004. One of
these Directors, Mr. Lee King Keung, has the appropriate professional

accounting qualification and is the Chairman of the Audit Committee.

The principal duties of the Audit Committee include reviewing the Group’s
current financial standing, considering the nature and scope of audit
reports, and ensuring internal control systems operating in accordance
with applicable standards and conventions. The Company has adopted
written terms of reference for the Audit Committee, which clearly defined

the role, authority and function of the Audit Committee.
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In fulfilling its responsibilities, the work of the Audit Committee during

the year ended 31st March, 2006 includes the following:

e areview of the draft annual report for the year ended 31st March,
2005 and interim accounts for the six months ended 30th September,
2005 of the Group, focusing on main areas of judgment, consistency

of and changes in accounting policies;

e areview of the results of external audit, and discussion with the
external auditors on any significant findings on internal controls

and audit issues; and

e areview the external auditors’ statutory audit plan and scope.

The Audit Committee met three times during the year ended 31st March,

2006. The attendance of each Audit Committee member is set out below:

Directors No. of Meetings Attended/Held

Mr. Lee Kin Keung 3/3
(Chairman of the Audit Committee)

Dr. Lam Chun Kong 3/3

Madam Tung Pui Man 3/3

Remuneration Committee

The Company established a Remuneration Committee in September 2005.
The Remuneration Committee comprises Mr. Lee Kin Keung (Chairman
of the Remuneration Committee), Dr. Lam Chun Kong and Mr. Chow Kin

Ming. There is no meeting held for the year ended 31st March, 2006.

The principal duties of the Remuneration Committee include making
recommendations to the Board on the Company’s policy and structure
for all remuneration of Directors and senior management and reviewing
the special remuneration packages of all Executive Directors by reference
to corporate goals and objectives resolved by the Board from time to
time. The Company has adopted written terms of reference for the
Remuneration Committee, which clearly defined the role, authority and

function of the Remuneration Committee.
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Auditors’ Remuneration

For the financial year ended 31st March, 2006, fees payable to the
external auditors of the Group, Deloitte Touche Tohmatsu, for statutory
audit services and non-audit services amounted to approximately
HK$775,000 and HK$30,000 respectively.

Code on Corporate Governance Practices

The Company has complied with the code provisions set out in the Code
on Corporate Governance Practices (the “Code”) contained in Appendix
14 to the Listing Rules throughout the year ended 31st March, 2006,
with deviation from code provisions A.1.1 and A.2.1 of the Code as

summarized below.

Pursuant to code provision A.1.1 of the Code, the Board should meet
regularly and board meetings should be held at least four times a year.
The Board met three times during the year ended 31st March, 2006.
Since the shares of the Company were listed on the Main Board of the
Stock Exchange of Hong Kong Limited on 10th June, 2005, it is considered
that the Directors are well acknowledged to the business and the
operation of the Group by the participation in the initial public offer

campaign.

Pursuant to code provision A.2.1 of the Code, the roles of Chairman and
Chief Executive Officer should be separate and should not be performed
by the same individual. The Company does not have a separate Chairman
and Chief Executive Officer and Mr. Chang Ei Eu currently holds both
positions. The Directors believes that it is in the interest of the Company
for Mr. Chang Ei Eu holding both positions as such arrangement provides
the Group with strong and considerate leadership in the development

and execution of long-term business strategies.
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