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The board of Directors of the Company (the “Board”) has
a pleasure to present the Corporate Governance Report
for the year ended 30th June, 2006.

The Company is committed to good corporate governance
principles and practice that is essential to safeguard the
interests of its shareholders and uphold accountability,
transparency and responsibility of the Company.

The Company has complied with the code (“Code
Provision”) in the Code on Corporate Governance Practices
("CG Code") set out in Appendix 14 and 23 of the rules
("Listing Rules”) governing the listing of securities on The
Stock Exchange of Hong Kong Limited (“Stock Exchange”)
throughout the year. After specific enquiries to each of
Directors, the Directors confirmed that they have complied
with the standards set out in Appendix 10 to the Listing
Rules.

The Company regularly reviews its corporate governance
practices to ensure that the Company continues to meet
the requirements of the CG Code.

THE BOARD
(i) Board Composition

Executive Directors

1. Mr Hung Kin Sang, Raymond
(Managing Director and father of
Mr Hung Kai Mau, Marcus)

2. Madam Hung Wong Kar Gee, Mimi
(Chairman and mother of
Mr Hung Kai Mau, Marcus)

3. Mr Fang Chin Ping

Mr Hung Kai Mau, Marcus

(son of Mr Hung Kin Sang, Raymond and
Madam Hung Wong Kar Gee, Mimi)

Independent Non-Executive Directors
1. Mr Lo Yun Tai
2. Mr Lun Tsan Kau

3. Mr Soo Hung Leung, Lincoln J.P.

4. Mr Lam Ka Wai, Graham
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(i)

Save as above, there is no relationship (including
financial, business, family or other material/relevant
relationship(s)), among members of the board and
in particular, between the Chairman and the Chief
Executive Officer.

Responsibility

The business and affairs of the Company and its
subsidiaries (“Group”) shall be under the direction
of and vested with the Board pursuant to the bye-
laws of the Company (the “Bye-laws”). The Board
is elected by the shareholders which is the ultimate
decision-making body of the Group except in
respect of matters reserved for shareholders. The
Board accepts that it is ultimately accountable and
responsible for the performance and affairs of the
Group. The Board retains oversight responsibility
for all major matters of the Group which include
approving and monitoring of all policy matters
managing, overall strategies and budgets, internal
control and risk management systems, entering into
material transactions (especially any transactions of
conflict of interest and etc.), providing financial
information, appointing directors of the Company
and other significant financial and operational
matters. Certain of that authority is delegated by
the Board to the management in order to enable
the management to develop and implement the
Group's strategic plannings and operations, and to
conduct the Group’s day-to-day activities. The Board
diligently monitors the management’s performance
in that regard but responsibility for conducting the
Group’s daily operations rests with the
management.

The role of the Group’s Chairman is separated from
that of the Group Managing Director with their
respective responsibilities endorsed by the Board in
writing. The Group Managing Director is responsible
for day-to-day management of the business of the
Group. The Chairman provides leadership for the
Board to ensure that the Board acts diligently and
in the best interest of the Group and that at
meetings are planned and conducted effectively.
The Chairman is also responsible for approving the
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(iii)

28

agenda for each Board meeting, taking into
account, where appropriate, matters proposed by
the directors of the Company (“Directors”). The
Chairman also actively encourages the Directors to
make full contributions and active participations to
the Board’s affairs.

The Board appointed two Board Committees,
namely Audit Committee and Remuneration
Committee to oversee particular aspects of the
Group's affairs. The Company reviews the said
delegation arrangements on a periodic basis to
ensure that they remain appropriate to it's needs.
The Board and the Board committees work under
the well-established corporate governance practices
in accordance with the requirements of the Listing
Rules and other relevant statutory requirements.

Each director of the Company is provided upon
reasonable request made to the Board with means,
at the Company’s expenses, to seek independent
professional advice in furtherance of his/her duties
if necessary. The Independent Non-executive
Directors are high caliber executives or professionals
with relevant industry experiences and serve the
essential functions in providing their skills and
expertise to the Board.

The Board regularly, reviews it's composition and
structure to ensure it’s expertise and independence
are attained and maintained.

Appointment and Succession Planning of the
Directors

The Company follows a formal, considered and
transparent procedure for the appointment and
removal of Directors. All newly appointed directors
who are filling casual vacancy are subject to election
at the first general meeting after their appointments
by the Board. All Directors,
Independent Non-executive Directors are subject to

including the

retirement by rotation at least once every three
years and may be re-elected.

(iii)
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(iv)

(v)

Securities Transactions

The Company has adopted a code of conduct
regarding securities transactions by Directors of the
Company (the “Securities Code”) on terms no less
exacting than the required stand set out in Model
Code for Securities Transactions by Directors of
Listed Issuers (the “"Model Code”) contained in
Appendix 10 of the Listing Rules. Pursuant to the
Securities Code, the Directors shall notify the
Chairman or his/her alternates and then have to
receive a dated written acknowledgement before
any securities transactions of the Company dealt
with the Directors. All Directors have confirmed that
they have complied with the required standard set
out in the Securities Code throughout the year.

The attendance of the Directors at the regular
meeting during the reporting period

Name A

Mr Hung Kin Sang, Raymond
Madam Hung Wong Kar Gee, Mimi
Mr Fang Chin Ping
Mr Hung Kai Mau, Marcus
Mr Soo Hung Leung,
Lincoln J.P.
Mr Lun Tsan Kau
Mr Lo Yun Tai
Mr Lam Ka Wai, Graham
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No. of meetings
attended/held
HEER
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4/6
5/6
6/6
5/6
4/6

4/6

4/6
3/6
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 20th April,
2005 and includes a majority of Independent Non-executive
Directors. The Remuneration Committee comprises of two
Independent Non-executive Directors, namely Mr Lo Yun
Tai (Chairman of the Remuneration Committee), Mr Soo
Hung Leung, Lincoln J.P. and one Executive Director, Mr
Hung Kin Sang, Raymond. The Remuneration Committee
has a responsibility to make recommendations to the Board
regarding the Company’s policy and structure in relation to
the remuneration of Directors and senior management of
the Company. The Committee also reviews the assessment
criteria and remuneration policies and terms of employments
of all Executives and Non-executive Directors and senior
management of the Company with reference to corporate
goals and objectives resolved by the Board from time to
time.

The attendance record at the meetings during the reporting
period for each of the committee member is as follows:

Name w2

Mr Lo Yun Tai EBEAELAE

Mr Soo Hung Leung, gtk s
Lincoln J.P. FEETFAFaL

Mr Hung Kin Sang, Raymond AR A A

AUDIT COMMITTEE

The Audit Committee comprises of Independent Non-
executive Directors, namely, Mr Soo Hung Leung, Lincoln
J.P. (Chairman of the Audit Committee), Mr Lun Tsan Kau,
Mr Lo Yun Tai and Mr Lam Ka Wai, Graham. All of them
have relevant professional qualifications, accounting or
related financial management expertise. The Audit
Committee has a responsibility to review/and assess with
the senior management and the Company’s external
auditors the internal control system and external auditing
process and findings, the accounting principles and
practices adopted by the Group, Listing rules and statutory
compliance, and to discuss matters relating to auditing,
internal control, risk management and financial reporting
(including the interim financial report for the six months
ended of each financial years).
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The attendance record at the meetings during the reporting
period for each of the committee member is as follows:

Name " E

Mr Soo Hung Leung, gtk se LA
Lincoln J.P. FEETFARF4L

Mr Lun Tsan Kau mEXRELE

Mr Lo Yun Tai EBEE LA

Mr Lam Ka Wai, Graham MR B &

Audit Committee has its main duty to make proposals
and recommendation to the Board on the appointment
and removal of external auditors and their terms of
engagement and termination as well as to monitor the
external auditor’s independence and effectiveness and
recommended appropriate actions as required. During the
reporting year the total remuneration paid to the external
auditor was as follows:

Services rendered PR %

Audit Services %8
Non-audit Services IEZE
INTERNAL CONTROL AND RISK MANAGEMENT

As the Board believes that a well-designed system of
internal control is crucial to safeguard the assets of the
Group and to ensure the reliability of financial reporting
as well as compliance with the relevant rules and
regulation, a system of internal control which is expected
to prevent, but not absolute assurance, against material
misstatement or loss and to manage rather than eliminate
risks of failure in operational systems and achievement of
the Group's objectives was set up.
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SHEN EA
HK$

bk

1,194,000
182,000
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The Board also acknowledges that it has overall
responsibility for the Group’s internal control, financial
control and risk management system and shall monitor
their effectiveness from time to time as well as the scopes
and frequencies of audit reviews according to risk
assessment. Special reviews may also be performed on
areas of concern identified by management or the audit
committee from time to time as there are no establishment
of internal audit functions.

During the reporting year, the Directors had arranged to
conduct a review over the effectiveness of the internal
control system of the Group including functions of
financial, operation, compliance and risk management. The
review showed a satisfactory control system. The review
had been reported to the Audit Committee. The Directors
had also, where necessary, initiated necessary improvement
and reinforcement to the internal control system.

SHAREHOLDERS RIGHTS AND INVESTOR
RELATIONS

The rights of shareholders and the procedures for
demanding a poll on resolutions at shareholders’ meeting
are contained in the Company’s Bye-laws. Procedure for
voting by poll has been included in the circulars issued by
the Company accompanying the relevant notices convening
such general meetings which will be read out by the
Chairman at the general meeting. The Company has taken
steps to ensure compliance with the requirements about
voting by poll and arrangements have been made for the
voting of each of the resolutions being put to the meetings
to be dealt with means of poll vote. At general meeting
the Board and the members of Audit Committee and
Remuneration Committee have their responsibilities to
answer questions raise by the shareholders.

In order to provide detailed and updated information to
our shareholders, the Company has a range of
communication channels to ensure its shareholders are
kept well-informed. These comprise of annual general
meeting, annual report, various notices, announcements
and circulars.
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The Company continues to enhance communications and
positive relationships with the investors by maintaining
regular dialogue with institutional investors and analysts
to keep them up to date about the business and operation
information and development of the Group, and replying
any enquiries from investors appropriately. Investors are
welcomed to enquiries to the Company at the office in
Hong Kong.

PUBLIC FLOAT

As the Board’s knowledge based on information publicly
available to the Company, over 25% of the total issued
share capital of the Company was held by the public as at
the date of this report.

THE BOARD’S STATEMENT

The Company believes that a good corporate governance
reflects a high quality of management and operations of
the Group’s operations and business. Good corporate
governance can safeguard the proper use of funds and
effective allocation of resources which in turn, protect the
interest of the shareholders. The management recognise
the importance of a good corporate governance practice
and will use its best endeavour to maintain, strengthen
and improve the standard and quality of the Group’s
corporate governance.
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