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The board of directors of the Company is committed to raising
the standard of corporate governance within the Group in order
to enhance the transparency in disclosure of material information.
The board strives to implement the best practices embodied in the
Code on Corporate Governance Practices (the “Code”) as set out
in Appendix 14 of the Listing Rules where feasible and as far as
practicable.

The Company has adopted the code of conduct regarding
directors’ securities transactions as set out in the Model Code
of the Listing Rules. Following specific enquiry by the Company,
all directors confirmed that they have complied with the required

standards as set out in the Model Code throughout the year.

The Board consists of seven members who have appropriate
corporate experience.

Of the seven directors, four are non-executive. Three of the non-
executive directors are deemed to be independent by definition of
the Listing Rules.
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Guidelines are established which specify certain material transactions
that require the Board’s approval which include mergers and

acquisitions, divestments and major capital expenditure.

The Board supervises the management of the business and affairs
of the Company and the Group. Apart from its statutory duties,
the Board reviews and approves the Company’s and the Group's
strategic plans, key operational initiatives, major investments and
funding decisions, annual business plans, reviews the financial
performance of the Company and the Group and evaluates the

performance and compensation of senior management personnel.

The Board has separate and independent access to management
and the Company Secretary. Management provides the Board
with reports of the Company’s and the Group’s performance,
financial position and prospects, and these are reviewed by the
Board at each Board meeting. Directors may obtain independent
professional advice in furtherance of their duties, at the Company’s

and the Group's expense.

Under Code A.2.1, the roles of chairman and chief executive officer
should be separated and should not be performed by the same
individual. Mr. Cheong Pin Chuan, Patrick is both the Chairman of
the Board as well as the Group's chief executive officer (“CEQ")/
managing director. Given the size and that the Company’s and the
Group'’s current business operations and administration have been
relatively stable and straightforward, the Board is satisfied that one
person is able to effectively discharge the duties of both positions.
However, going forward, the Board will review from time to time,
the need to separate the roles of the Chairman and the CEO if the

situation warrants it.

Under Code A.4.1, non-executive directors should be appointed
for a specific term, subject to re-election. Non-executive directors
of the Company are not appointed for a specific term although
they are subject to retirement and rotation and re-election at the
annual general meeting under the Company's Bye-laws and except
for the chairman of the Board and/or the managing director of the
Company, each director is effectively appointed under an average

term of three years.
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The Board does not have a nomination committee as the Board
has been relatively stable with low turnover in the past few years.
However, if the need arises, the Board as a whole, will decide on

the nomination and appointment of new directors.

Details of the directors’ qualifications, directorships and other

particulars are set out on page 28.

Employees (including directors) are remunerated according to their
performance and working experience. On top of basic salaries,
discretionary bonus and share options may be granted to eligible
employee by reference to the individual's performance. In addition,
the Group also provides social security benefits to its staff such as
mandatory provident fund scheme in Hong Kong and the pension
scheme in China.

Under Code B.1, a remuneration committee should be established
with specific written terms of reference which deal clearly
with its authority and duties. A majority of the members of the
remuneration committee should be independent non-executive

directors.

The Board does not have a remuneration committee. The Board
conducts an informal assessment of the individual director’s
contribution. No director decides his or her own remuneration.
The directors’ remuneration has been relatively stable in the past
years. Details of directors’ remuneration for the year are set out in

note 6 to the financial statements.

The audit committee comprises three independent non-
executive directors. One of the committee members has financial

management experience.

The audit committee has full access to and co-operation of
the management. The committee also has discretion to invite
any director or executive officer to attend its meetings and is
assured of adequate resources to enable it to discharge its
function properly. CCIF CPA Limited, the external auditors have
unrestricted access to the audit committee.
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The audit committee meets periodically with the auditors of the

Company to discuss and review:

(@) the annual and interim financial statements to shareholders

before submission to the Board for adoption;

(b)  the Company’'s and Group’s accounting policies and system

of internal controls;

(c) the audit plan of the Company’s external and internal

auditors;

(d) the results of the external and internal auditors’ examination
and their evaluation of the Company’s and the Group's

internal control system;

(e) the independence and objectivity of the external auditors;

(f)  the assistance given by the Company's and the Group's

officers to the external and internal auditors; and

(@) interested person transactions.

Under Code C.3.3, the audit committee should have the duties
to be primary responsible for making recommendation to the
Board on the appointment, reappointment and removal of the
external auditor, and to approve the remuneration and terms
of engagement of the external auditor, and any questions of

resignation or dismissal of that auditor.

The recommendation on the appointment, reappointment and
removal of the external auditor, and to approve the remuneration of
the external auditors, and any questions of resignation or dismissal
of that auditor of the Company is made by the Board to the audit

committee for approval.
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The Board holds meetings on a regular basis during the year to RER - EEFGTHRITEE - BRI AR T
review the Company’s and the Group's operations and financial RAGBEZEERNBHEE ESHFEES
results. Details of attendance of the directors at the Board CEENERZEGRR2MEET -

meetings and audit committee meetings are as follows.

Executive directors HITES
Mr. Cheong Pin Chuan, Patrick SN2 ST 6 6 3 N/A
(Chairman of the Board) (BEEEER) TNEA
Mr. Cheong Kim Pong EeEEE 6 6 3 N/A
TNEA
Mr. Cheong Sim Eng Epot Shile 6 6 3 N/A
TNEA
Non-executive directors FHITESE
Mdm Lim Ghee - 6 - 3 N/A
TiEA
Ms. Cheong Hooi Kheng BRIzt 6 - 3 N/A
(alternate to Madam Lim Ghee) (MEZTZBHEES) N
Independent non-executive directors B IFHITEE
Mr. Lai Hing Chiu, Dominic RSB 6 - 3 3
(Chairman of audit committee) (BZZEEgERE)
Mr. Kan Fook Yee MRS 6 - 3 3
Mr. Chan Yee Hoi, Robert BRUAG S 6 - 3 3

The Directors acknowledge their responsibility for preparing the EERAREAEREBE_TSERET A
financial statements for the financial year ended 31 December ST HEMBRFRZHAB]RE LSRG
BRERAEEMA T REARDR] RAEERZ
HBZBMBHKR  RBEZEZBILEFEREEZ
¥ERBeRE  WREBZEZEHAMNKERS

and cash flows for the year then ended and are properly prepared SRR S A EE T A o

2006, which give a true and fair view of the state of affairs of the

Company and of the Group at that date and of the Group's results

on the going concern basis in accordance with the statutory
requirements and applicable accounting standards.



The statement of the auditors of the Company about their
reporting responsibilities on the financial statements of the

Company is set out in the Auditors’ Report on page 32.

For the year ended 31 December 2006, the auditors of the
Company and its subsidiaries would receive approximately
HK$444,000 for audit and audit related services (2005:
HK$279,000), HK$18,000 for tax services (2005: HK$54,000) and
HK$55,000 for other services (2005: HK$40,000).

The Board is responsible for overseeing the Company's system of

internal control.

To facilitate the effectiveness and efficiency of operations and
to ensure compliance with relevant laws and regulations, the
Group emphasizes on the importance of a sound internal control
system which is also indispensable for mitigating the Group's risk
exposures. The Group's system of internal control is designed to
provide reasonable, but not absolute, assurance against material
misstatement or loss and to manage and eliminate risks of failure

in operational systems and fulfilment of the business objectives.

The internal control system is reviewed on an ongoing basis by
the Board in order to make it practical and effective in providing
reasonable assurance in relation to protection of material assets
and identification of business risks. The Board is satisfied that,
based on information furnished to it and on its own observations,

the present internal controls of the Group are satisfactory.

The Group is committed to the identification, monitoring and
management of risks associated with its business activities and
has implemented a practical and effective control system which
includes a defined management structure with limits of authority,
a sound cash management system and periodic review of the

Group's performance by the Audit Committee and the Board.
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For the year ended 31 December 2006 #Z_—FENF+—H=1—HIFFE

INTERNAL CONTROL AND RISK MANAGEMENT PRy 8 e ) % el B 4 B (7))

(CONTINUED)
The Board has conducted review of the effectiveness of the BESNCEMRDPEZRZGZEWE - R

system of internal control and is of the view that the system REBEE-_TERFT_A=+—RHIEFEKR
of internal control adopted for the year ended 31 December, M NBEERGEREREN - BURE
2006 is sound and is effective to safeguard the interests of the fRRIEE RARFERE °

shareholders’ investment and the Company’s assets.
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