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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognised standards of corporate governance principles and practices has
always been one of the top priorities of the Company. The Board of Directors (the “Board”) believes
that good corporate governance is one of the areas that leads to the success of the Company and in
balancing the interests of shareholders, customers and employees, and the Board is devoted to ongoing

enhancements of the efficiency and effectiveness of such principles and practices.

Throughout the year ended 30 September 2006, the Company has complied with the code provisions
(“Code Provisions"”) set out in the Code of Corporate Governance Practices contained in Appendix 14
to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the

“Listing Rules”), except for certain deviations specified with considered reasons as explained below.

THE BOARD OF DIRECTORS

Composition and Responsibilities

The Board currently comprises nine directors, of which five are Executive Directors, one is a Non-

executive Director, and three are Independent Non-executive Directors.

The Board members are:

Executive Directors:

Mr. SY Ethan, Timothy (Chairman)
Mr. CHEUNG Wing Yin, Vigny Wiley
Mr. SUNG Yee Keung, Ricky

Mr. WAN Kwok Cheong

Mr. PANG Leung Ming

Non-executive Director:
Mr. KO Wai Lun, Warren

Independent Non-executive Directors:
Mr. Andrew David ROSS

Mr. Geoffrey William FAWCETT

Mr. Charles Robert LAWSON

The biographical details of each Director are set out in the section “Human Capital” on pages 18 and
19.
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While the Board is primarily overseeing and managing the Company’s affairs, the Chairman of the
Board provides leadership to the Board in carrying out its duties. The Executive Directors constituting
the senior management of the Company are delegated with responsibilities in the day-to-day management
of the Company and make operational and business decisions within the control of and delegation
framework of the Company. The Non-executive Directors (including Independent Non-executive Directors)
contribute valuable views and proposals for the Board's deliberation and decisions.

The positions of Chairman of the Board and Chief Executive Officer (“CEQ") of the Company are both
currently carried on by Mr. SY Ethan, Timothy. Although Code Provision A.2.1 provides that the roles of
chairman and chief executive officer should be separate and should not be performed by the same
individual, the Board considers that the structure currently operated by the Company does not undermine
the balance of power and authority between the Board and the management. The Board members have
considerable experience and qualities which they bring to the Company and there is a balanced
composition of Executive Directors and Non-executive Directors (including Independent Non-executive
Directors). Given the composition of the Board, the Board believes that it is able to ensure that the
balance of power between the Board and the management is not impaired. The Board believes that
having the same person performing the roles of both Chairman and CEO does provide the Group with
strong and consistent leadership and that, operating in this manner allows for more effective and
efficient overall strategic planning of the Group.

Board Meetings

The Board members meet regularly, normally four times each year at approximately quarterly intervals,
to discuss the overall strategy as well as the operational and financial performance of the Company.
Other Board meetings will be held when necessary. Such Board meetings involve the active participation,
either in person or through other electronic means of communication, of a majority of Directors. During
the year ended 30 September 2006, four regular Board meetings were held and the attendance records
of individual Directors are set out below:

Number of Meetings Attended/Held

Executive Directors:

Mr. SY Ethan, Timothy 4/4
Mr. CHEUNG Wing Yin, Vigny Wiley 4/4
Mr. SUNG Yee Keung, Ricky 3/4
Mr. WAN Kwok Cheong 4/4
Mr. PANG Leung Ming 4/4

Non-executive Director:
Mr. KO Wai Lun, Warren 3/4

Independent Non-executive Directors:

Mr. Andrew David ROSS 4/4
Mr. Geoffrey William FAWCETT 4/4
Mr. Charles Robert LAWSON 3/4
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Appropriate notices are given to all Directors in advance for attending regular and other Board meetings.
Meeting agendas and other relevant information are normally provided to the Directors in advance of
Board meetings. All Directors are consulted to include additional matters in the agenda for Board
meetings.

Directors have access to the advice and services of the Company Secretary with a view to ensuring
that Board procedures, and all applicable rules and regulations, are followed.

Both draft and final version of the minutes are sent to all Directors for their comments and records.
Minutes of Board meetings are kept by the Company Secretary and such minutes are open for inspection
at any reasonable time on reasonable prior notice by any Director.

Appointment, Re-election and Removal

All Non-executive Directors have entered into service contracts with the Company for a specific term
of one or two years.

Code Provision A.4.2 provides that every director should be subject to retirement by rotation at least
once every three years. According to Article 116 of the articles of association, all Directors (except the
CEOQ) shall retire by rotation at the annual general meeting of the Company at least once every three
years. In the opinion of the Board, stability and continuation are key factors to the successful
implementation of business plans. The Board believes that it is beneficial to the Group that there is
continuity in the role of the CEO and, therefore, the Board is of the view that the CEO should be
exempt from this arrangement at the present time.

The Board is collectively responsible for appointing new Directors either to fill casual vacancies or as
additional Board members and removing any Director. Candidates to be appointed are those experienced,
high calibre individuals with sufficient skill and knowledge required for the positions. All candidates
must be able to meet the standards as set forth in rules 3.08 and 3.09 of the Listing Rules. A candidate
who is to be appointed as an Independent Non-executive Director should also meet the independence
criteria set out in rule 3.13 of the Listing Rules. During the year ended 30 September 2006, there was
no change in the composition of the Board.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code set out in Appendix 10 to the Listing Rules as the code of
conduct for dealing in securities of the Company by the Directors. Specific enquiry has been made to
all Directors who have confirmed that they have complied with the required standard set out in the
Model Code throughout the year under review.

Confirmation of Independence
Each of the Independent Non-executive Directors has made an annual confirmation of independence
pursuant to rule 3.13 of the Listing Rules. The Company is of the view that all Independent Non-

executive Directors meet the independence guidelines set out in rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines.
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REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Emolument Policy

The remuneration policy of the Group is to ensure the fairness and competitiveness of total remuneration.
The emoluments of Executive Directors are determined based on the skill, knowledge, individual
performance as well as contributions, the scope of responsibility and accountability of such Directors,
taking into consideration of the Company’'s performance and prevailing market conditions. The
remuneration policy of Non-executive Directors (including Independent Non-executive Directors) is to
ensure that the Non-executive Directors are adequately compensated for their efforts and time dedicated
to the Company’s affairs including their participation in respective Board committees. The emoluments

of Non-executive Directors are determined with reference to their experience, duties and knowledge.

Remuneration Committee

The Board established the Remuneration Committee in July 2006 with written terms of reference in
compliance with the Code Provisions. The Committee comprises three Independent Non-executive
Directors, namely Messrs. Geoffrey William FAWCETT, Andrew David ROSS and Charles Robert LAWSON,
one Non-executive Director, namely Mr. KO Wai Lun, Warren and one Executive Director, namely Mr.
SY Ethan, Timothy, and is chaired by Mr. Geoffrey William FAWCETT.

The Remuneration Committee is responsible for, inter alia, making recommendations to the Board on
the Company's emolument policy of Directors and on the establishment of a formal and transparent
procedure for developing such policy. The written terms of reference of the Remuneration Committee

are available on the Company’s website.

During the year ended 30 September 2006, the Remuneration Committee held its first meeting during
which the terms of reference of the Committee as well as its role and responsibilities were reviewed
and defined. Members of the Committee have agreed on its future direction and the approach of the
Committee in carrying out its duties.

The attendance records of individual Committee members are set out below:

Number of Meeting(s) Attended/Held

Mr. Geoffrey William FAWCETT (Chairman) 1/1
Mr. Andrew David ROSS 11
Mr. Charles Robert LAWSON 171
Mr. KO Wai Lun, Warren 11
Mr. SY Ethan, Timothy 11
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ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board acknowledges its responsibility for the preparation of the financial statements which give a
true and fair view of the state of affairs of the Group. The financial statements set out on pages 33 to
95 were prepared on a going concern basis. Financial results of the Group are announced in a timely

manner in accordance with statutory and/or regulatory requirements.

During the year, the Company engaged Messrs. HLB Hodgson Impey Cheng as the external auditors to
perform audit related services only. The total remuneration in respect of such audit related services
amounted to HK$1,651,650.

The reporting responsibilities of Messrs. HLB Hodgson Impey Cheng are set out in the Report of the
Auditors on page 32.

Internal Controls

The Board has overall responsibility for the Group’s system of internal control and for reviewing its

effectiveness.

During the year, the Company has started to conduct reviews on the effectiveness of the internal
control system as required by the Code Provisions. The Audit Committee has also reviewed with

members of the management the scope, progress and results of the internal control review plan.

In addition, a leading independent professional audit firm was appointed to conduct a review of the
system of internal control of certain business cycles and to provide recommendations on areas of
improvement. The report was reviewed by the Audit Committee during the year. Key recommendations
have been implemented together with further improvements recommended by the Board to further

enhance internal control policies, procedures and practices.

Audit Committee

The existing Audit Committee of the Company was established in December 2004, with written terms
of reference in compliance with the Code Provisions adopted in August 2005 (which were further
reviewed by the Board in July 2006). The Audit Committee reports to the Board and has held regular
meetings since its establishment to review and make recommendations to improve the Group's financial
reporting process and internal controls. The Committee currently comprises three Independent Non-
executive Directors, namely Messrs. Andrew David ROSS, Geoffrey William FAWCETT and Charles
Robert LAWSON and one Non-executive Director, namely Mr. KO Wai Lun, Warren, and is chaired by
Mr. Andrew David ROSS.
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The revised written terms of reference of the Audit Committee are available on the Company’s website.

During the year, the Audit Committee has reviewed with the management of the Company the accounting
principles and practices adopted by the Group, and discussed internal controls and financial reporting
matters. The Audit Committee also met with the external auditors and reviewed the annual and interim

reports of the Company.

The attendance records of individual Committee members at Audit Committee meetings held during

the year are set out below:

Number of Meetings Attended/Held

Mr. Andrew David ROSS (Chairman) 5/5
Mr. Geoffrey William FAWCETT 5/5
Mr. Charles Robert LAWSON 5/5
Mr. KO Wai Lun, Warren 5/5

DELEGATION BY THE BOARD

While at all times the Board retains full responsibility for guiding and monitoring the Company in
discharging its duties, certain responsibilities are delegated to various Board committees which have
been established by the Board to deal with different aspects of the Company's affairs. Unless otherwise
specified in their respective written terms of reference as approved by the Board, these Board committees
are governed by the Company’s articles of association as well as the Board's policies and practices (in

so far as the same are not in conflict with the provisions contained in the articles of association).

The Board has also delegated the responsibility of implementing its strategies and the day-to-day
operation to the management of the Company under the leadership of the Executive Directors. Clear
guidance has been made as to the matters that should be reserved to the Board for its decision which
include matters on, inter alia, capital, finance and financial reporting, internal controls, communication

with shareholders, Board membership, delegation of authority and corporate governance.
COMMUNICATION WITH SHAREHOLDERS

In order to provide more relevant information to our shareholders, the Company has also published on
its website, the composition of the Board committees as well as their respective written terms of

reference.

Specific enquiries from shareholders can be sent in writing to the Company at our head office in Hong

Kong or by email or through the Company’s Investor Relations Adviser.
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