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Corporate Governance Report
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The quality of corporate
governance of a company
mirrors its commitment in
accountability, transparency and
responsibility to its stockholders.
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Commitment in corporate governance

The Company is committed to good corporate governance principles
and practice and its board of directors (“Board”) recognizes that it is
essential to safeguard the interests of stockholders, customers and
employees and uphold accountability, transparency and responsibility
of the Company. The Company has complied with the code
provisions (“Code Provisions”) in the Code on Corporate Governance
Practices (“CG Code”) set out in Appendix 14 of the rules (“Listing
Rules”) governing the listing of securities on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) throughout the year ended
31st March 2006 except for deviations from the A.2.1, A.4.2 and
A.5.4 of the Code Provisions in the CG Code, particulars of which
are set out below and were previously disclosed in the Company’s
latest interim report for the six months ended 30th September 2005.
With a view to monitor and continuously improve its performance,
the Company reviews its corporate governance practices from time
to time and always aims to enhance its corporate governance

practices in line with local and international practices.
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The Company is honoured to have received the “Grand Prix for Best
Overall Investor Relations — Small/Mid-cap Company” and its chief
financial officer (“CFO”) and executive director, Mr. LOOK, Guy, was
one of the two “Highly Commended” in the “Best Investor Relations
Officer — Small/Mid-cap Company” in the “Investor Relations
Magazine Hong Kong and Taiwan Awards 2005” organized by a
leading trade magazine, Investor Relations Magazine in United
Kingdom. The Company was in the top quartile for corporate
governance standards among large-cap and blue-chip companies,
according to an annual survey by CLSA and the Asian Corporate
Governance Association in 2005. The Company’s continuous efforts
and commitment to high standards in corporate governance practices
have earned recognition from shareholders and the investment

community including analysts, bankers and institutional investors.

Composition of the Board and various Board
Committees

ANA AR B B M iR B #E B R (Investor
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Board EE€

1. Mr. KWOK, Siu Ming, Simon 3848 % 4

(Chairman and chief executive officer (“CEO”))

(EERTEAR ([{TBAZ]) )

2. Mrs. KWOK LAW, Kwai Chun, Eleanor S$Z& 2 &+

(Vice-chairman &IF /%)

3. Mr. LOOK, Guy PE#ESE4£
(Executive director and CFO)

(ATEFREREABHRE ( [EREYHHEE] )
4. Mrs. LEE LOOK, Ngan Kwan, Christina | B 2 4

(Non-executive director FEHTTESH)

5. Professor CHAN, Yuk Shee R F 15 4%
(Independent non-executive director (“INED”))
(BUIHHNTEE ( [BHLHHTEE] ) )

6. Dr. LEUNG, Kwok Fai, Thomas (INED)
RENEELT (BUHFHTEE)

7. Ms. TAM, Wai Chu, Maria (INED)
BRI NE (BUHHTEE)

~

committee

FHEES

Compensation

Nomination
committee

REEEE

Simon (Chairman)
SRR E (FFE)

2. Mrs. KWOK LAW,
Kwai Chun, Eleanor
AREEL L+

3. Mr. LOOK, Guy
o 1 S A

1. Mr. KWOK, Siu Ming, 1. Professor CHAN,

Yuk Shee (Chairman)
BREMHBER (£EF)

. Dr. LEUNG,

Kwok Fai, Thomas
REEF L

. Ms. TAM, Wai Chu,

Maria 2Bk \E

1. Dr. LEUNG, Kwok Fai,
Thomas (Chairman)
REREL (XF)

2. Mrs. KWOK LAW,
Kwai Chun, Eleanor
PREEL LT

3. Ms. TAM, Wai Chu,
Maria 78 S EE/ ) E

1. Ms. TAM, Wai Chu,
Maria (Chairman)
EEME (EF)

2. Mrs. KWOK LAW,

Kwai Chun, Eleanor
BEED L

3. Dr. LEUNG, Kwok Fai,

Thomas 2B 1
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The Board

Principle

An issuer should be headed by an effective board which

should assume responsibility for leadership and control of

the issuer and be collectively responsible for promoting the

success of the issuer by directing and supervising the issuer’s

affairs. Directors should take decisions objectively in the

interests of the issuer.

Code no.

<F Bl 4 5%

A1

A1.2

A1.3

A1.4

Code provisions

<F 8l 5 3

Board meetings should be held at least
4 time a year at approximately
quarterly internals.

EXZgeAREBFERELIR
ROEFE—Re

All directors should be given
opportunity to include matters in the
agenda for regular board meetings.

EREERERENTHESSES
EARARHEE

At least 14 days notice should be
given for regular board meetings.

REHZEESSANERHED
14R B

Directors should have access to
company secretary’s advice.

BEXRAIRSAANEZER

Alignment

ERET

Yes

Yes

Yes

Yes

A1l EEg

RAl
BOAEA—EBT2ERNESTE R
B EFEREAREREEETAN
EE UESEEERELEERETA
EBUREETARD EFEZEE
TR EAREREBIT AN

Remarks

Ha

The Board meets physically and regularly. Eight Board
meetings were held during the year ended 31st March
2006 and at least once quarterly. The CEO and CFO
were invited to attend certain Board committee
meetings, and other senior management may from
time to time be invited to attend Board meetings to
make presentations or answer the Board’s enquiries.

ExesRREHERER REE-_STRF=R=
TL*EJJ:EJ_E_?%%EA%{TTB/K@% x5 E 8
TR TR EENGREC RS FEETES
ZEgga MEMEREEASTETRERLESE
SR YRNESEERIMNESTSHERRA-

Agenda for Board and Board Committee meetings
are sent to all directors in advance and they are
given opportunities with reasonable time to include
relevant matters for discussion in the Board meetings.

$ TEA§$A&§$§TQ‘;§$«THI 2REE=S
%% El El i n%*i EAAEEETFE%WR§§$TV\%E
EREFSEZNTMNER"

Timetable for regular Board meetings are scheduled
well in advance to facilitate and maximize the
attendance and participation of directors whilst
reasonable notices are given for all other Board
meetings.

ApmgELlEEHivESegRRHAER HEE
ERHEE UERESSNLER MM EHME
EgeR AR NERLAERBEZBA-

Directors have access to the advice and services of
the company secretary of the Company (“Company
Secretary”) to ensure that Board procedures, and all
applicable rules and regulations, are followed.

EETRBAARZARME ([REAME]) ZRHEHE
ARG HAREFSRERFRAEERRAKERH
ESEST



Code no.

<F R 4 5%
A5
A1.6
AT
A1.8

Code provisions

<F AR 3

Board minutes and committee minutes
should be kept by company secretary
and open for inspection.

AA:gfa

RANEEREERTFESTES&:
BEEEe R UHEH-

Minutes should record sufficient detail,
concerns raised and dissenting views
and draft and final versions should be
sent to directors for comments and
record.

BRLKEIERAFANLE B
ERENREERRENREER
MREREEREEXTEEN
HRESARFE-

Upon reasonable request, there should
be procedure agreed by the board to
enable directors to seek independent
professional advice at the Company’s
expenses.

EreRuBEREF REFRA
BER AISKBEIEEER FH
ERmARRRE

If substantial shareholder/director has
conflict of interest in a material matter,
the matter should be dealt with by
board meeting with independent non-
executive directors with no material
interest present.

MARR EEREAFEF R
NEHR ZERRBEBLEER
MNEZ B TEECHZIES

EEREIR

Alignment

ERE

Yes

Yes

Yes

Yes

Remarks

k3

Minutes of the Board meetings and Board committees
meetings are kept by the Company Secretary and
they are open for inspection at reasonable time upon
reasonable notice by any director.

ERgeaNEFZE e A CBACANER/T
EREFAHHEBERM BEXRNEBHRERM-

Minutes of the Board and Board committees recorded
in sufficient detail the matters considered by the
Board and the Board committees and decisions
reached, including any concerns raised by directors
or dissenting views expressed. Draft and final versions
of minutes of the Board and Board Committee were
sent to all the relevant directors for their comment
and records respectively, in both cases within a
reasonable time after the Board and Board committee
meetings were held.

ExehEFRE R eRRNBCERAFANT
B EREFEREERBEEERIEERMAER
o RREERHCAIFBARMERZREBR &
ZEREFZEERRNBIRERRERONES
REEZEC SRR A EREANEXEMAHBES"
NHREBRRFE-

The Company established a guideline for directors
to obtain independent professional advice
(“Independent Advice Guideline”) to enable the
directors, upon reasonable request, to seek
independent professional advice in appropriate
circumstances at the Company’s expense. The Board
shall resolve to provide separate independent
professional advice to directors to assist the relevant
director or directors to discharge his/ their duties to
the Company pursuant to the Independent Advice
Guideline.

ARBEHIERSIHERZABRER EEEBRAT
SRBYEXER ([BYBRES]) FHERBAE
REAE - EEERREBILEREIIFRAERR
HEBETEXER UHEREFBRTRABMEL AR
AIMEEe

If a substantial shareholder or a director has a conflict
of interest in a matter to be considered by the Board
which the Board has determined to be material, the
matter shall not be dealt with by way of circulation
or by a committee (except an appropriate Board
committee set up for that purpose pursuant to a
resolution passed in a Board meeting) but a Board
meeting shall be held, during which such director
must abstain from voting. INEDs who, and whose
associates, have no material interest in the
transaction shall be present at such Board meeting.

HMEFERAARRIETNE -—FEPLERAEE
R MEETEREZEFHEAEN AIZERTE NEH
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ARERZ-NEHRAREREBEAGREEAN
HOBYFRTEETHAIHEZETSEH

(©))
w

S S A N EH O 4

I 55 7 5 Y R N



o
&

9007 / 500z Hoday [enuuy
paywi SBUIP|OH [BUOEUIBIU S S

Corporate Governance Report

rax

TEERBRE

The business and affairs of the Company and its subsidiaries
(“Group”) shall be under the direction of and vest with the Board
pursuant to the articles of association of the Company (“Articles of
Association”). The Board is elected by the shareholders and 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. However, while the Board retains oversight
responsibility, certain of that authority is necessarily delegated by
the Board to the management in order to enable the management
to develop and implement the Company’s strategic plans and annual
operating plans, and to conduct the Company’s day-to-day activities.
The Board diligently monitors the management’s performance in that
regard but responsibility for conducting the Company’s day-to-day

operations rests with the management.

The Board appointed four Board committees, namely executive
committee, audit committee, compensation committee and
nomination committee to oversee particular aspects of the Group’s
affairs. Compositions and responsibilities of these Board committees
are set out in latter part of this report. The Company shall review
the said delegation arrangements on a periodic basis to ensure that
they remain appropriate to its needs. The Board and the Board
committee work under well established corporate governance
practices and its terms of reference which reinforces the
responsibilities of directors in accordance with the requirements of

the Listing Rules and other relevant statutory requirements.
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The directors’ attendance at the Board and Board committee

meetings of the Company during the year ended 31st March 2006

are set out in the following table (“Meeting Schedule”):

Meeting attendance

Board

meeting

Name of directors BExg
BEEgE 23

Mr. KWOK, Siu Ming, Simon 8
HLBREE

Mrs. KWOK LAW, Kwai Chun, Eleanor 8
FEEL L

Mr. LOOK, Guy 8
e #& 5E A

Mrs. LEE LOOK, Ngan Kwan, Christina 8
) Bk JE B¥ 22 =

Professor CHAN, Yuk Shee 8
FR T 15 2
Dr. LEUNG, Kwok Fai, Thomas 8
R B E L
Ms. TAM, Wai Chu, Maria 7

EEIR/NME

Total Meetings Held 8
EEAY

(1) Mr. KWOK, Siu Ming, Simon and Mr. LOOK, Guy attended four audit

committee meetings as invitees.

2) Mr. KWOK, Siu Ming, Simon attended two compensation committee

meetings as an invitee.

(3) Mr. KWOK, Siu Ming, Simon attended the nomination committee

meeting as an invitee.

Executive
committee
meeting
THRZE®
=f ]

11

n/a
NEA

n/a
i A
n/a
NEA
n/a
i

11

HE_ZZTRF-ZA=+—HLFE EFLR
RARAIZEEGREFEES REEEH N T
rR(IgREX])
EREERLH
Audit | Compensation Nomination
committee committee committee
meeting meeting meeting
EREBE ey PR REZE®
2% =] =f ]

4 (Note 1) 2 (Note 2) 1 (Note 3)

(KtaE1) (KitE2) (Ki7#3)

n/a 2 1
@A

4 (Note 1) n/a n/a

(KtaE1) i@ F N iE A

n/a
NEA

6 n/a n/a

38 A A iE A
6 2 1
4 2 1
6 2 1
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Chairman and chief executive officer A2 EERITHAR
Principle RAl

BRETAEKLERLEBEMATE
—EERNREEBNBEITAEBNE
FER-AEEQEHE EMEZMRYA
BREED NEREDMREED MSE
TEENESETR AL

There are two key aspects of the management of every issuer
- the management of the board and the day-to-day
management of the issuer’s business. There should be a
clear division of these responsibilities at the board level to
ensure a balance of power and authority, so that power is

not concentrated in any one individual.

Code no. | Code provisions Alignment | Remarks
<F A 4R 5% <F Rl R 32 EEEST B
A.2.1 Roles of chairman and CEO should be Please Considered reasons for deviation:—
separate, clearly established and set refer to the
out in writing. remarks Mr. KWOK, Siu Ming, Simon has been both the

chairman and CEO of the Company whose
responsibilities were clearly set out in writing and
approved by the Board effective on 1st April 2005.
Given the Group’s current stage of development, the
Board considers that vesting the roles of chairman
and CEO in the same person facilitates the execution
of the Group’s business strategies and maximizes
effectiveness of its operation. The Board shall
nevertheless review the structure from time to time
and it will consider the appropriate move to take
should suitable circumstance arise.

1

W

ITRETHRAHZACERERD Bt | KZEBEEZEDH :

BREREN AE S H -

HBOBREE-—BESFRARARIFERITRAERARE H
BREDBEATYAEEINE THEEFSEE N
TERENA - BRER-BALE BRI ERIET
EEeRABR - AFRIERITRAR BRBT
AEBEHERBNEERE 2R 8 ENH EE
EZESTRRNBAARE EBERAER 2B EY
EENLZ -

A.2.2 Chairman should ensure directors are Yes
briefed on issues arising at board
meetings.

Pursuant to its terms of reference effective on 1st
April 2005, the chairman shall ensure the Board
address the major issues of the Company, and that
these issues are presented in a manner which
facilitates thorough discussion and the appropriate
resolution and all directors are properly briefed on
issues arising at the Board meetings. He shall also
TEERRREZSE SR LESRY =) ensure that directors receive adequate information,
MABE A EIE which must be complete and reliable, in a timely
manner.

RER-_ZTRAFNA—BRERZ T FRESE
ITRERRESSRBARAIEEEE ZE2HIE
A2.3 Chairman should ensure directors Yes EEFE I RANVEEDIRREERR M2
receive timely and adequate EENENEEES SR 2T HEREBR TR
information. MEBRESENEH TE AEHERHER-

R E E IR A T AE
¥




A.3

Board composition
Principle

The board should have a balance of skills and experience
appropriate for the requirements of the business of the issuer.
The board should ensure that changes to its composition
can be managed without undue disruption. The board should
include a balanced composition of executive and non-
executive directors (including independent non-executive
directors) so that there is a strong independent element on
the board, which can effectively exercise independent
judgment. Non-executive directors should be of sufficient

calibre and number for their views to carry weight.

Code no. Code provisions Alignment
FRmSE | FRMEX BEET
A.3.1 Independent non-executive directors Yes

should be expresely identified as such
in all communications disclosing its
names.

RAIBEHAEFMLZH A REAT B
M EERIABIIENTES
-

The Board currently comprises three executive directors,
namely Mr. KWOK, Siu Ming, Simon, Mrs. KWOK LAW, Kwai
Chun, Eleanor and Mr. LOOK, Guy, and four non-executive
directors in which three of them are INEDs, representing more
than one-third of the Board. The INEDs are Professor CHAN,
Yuk Shee, Dr. LEUNG, Kwok Fai, Thomas and Ms. TAM, Wai
Chu, Maria who offer diversified expertise and serve to advise
the Board and management on strategy development and
provide checks and balances for safeguarding the interest of
the shareholders and the Group as a whole. The Company
has received annual written confirmation from each of the
INEDs that they have met all the independent guidelines set
out in Rule 3.13 of the Listing Rules. Biographies with relevant
relationships among members of the Board, if any, are shown
on page 50 under the section “Biographical Details of
Directors and Senior Management.” Terms of appointment of
non-executive directors are shown on page 114 of the Report

of the Directors.

A3 EEZAXK
53]

EEERBBRETAESEMAGEEM
FROMER - EFFEBREARKA
ENEHTEFERTBEENTE-EF
EHRRTEFERIFNTEST (BEBY
FEMITES) MAEE EZ R E LG
EEGLABRANBITR EHAER
HWAER B HET - FRITEEEE RN
THMAB UFEEERABREN

Remarks

B

The INEDs are expressly identified in all corporate
communications that disclose the names of the
directors of the Company.

BYRTERZH IR EREERMEZNAF
BATHBREINRE-

EXEERBR-Z2NTES DHRH
DEREE BEED LT EEREL U
LRUEZFENTES HPR=ZARBIF
HITES HEZSABBEB=D2—"
BUFRITEFRREM 2R REE
BrEEEKNE BERETRZE
FABRAEEE N E IS TR R %
BeBR URRERRRAEEELR
MEEEEZLRBHITIE-ARFD K
NEBYFPTESTCFETERER
FRRENE EMARAEIAGEME 2
FRAEBIIES FEZEEAREES
BREMZEE(INE) BNES0R 2
[EERSREBASHN] —6H-JH
TEFZEHEANE114BZ[E
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Appointments, re-election and removal

Principle

There should be a formal,

considered and transparent

procedure for the appointment of new directors to the board.

There should be plans in place for orderly succession for

appointments to the board. All directors should be subject to
re-election at regular intervals. An issuer must explain the
reasons for the resignation or removal of any director.

Code no.

<F B 4 5

A.4.1

A.4.2

Code provisions

<F 8l 5 3

Non-executive directors should be
appointed for specific term, subject to
re-election.

FERTEENREREREEHL
ARSI ENES

All directors appointed to fill casual
vacancy subject to election by
shareholders at the first general
meeting; every director subject to
retirement by rotation at least once
every 3 years.

P78 18 2= (18 i B 5 22 (R Z%%ZA
RERXRREAS EEZRF RS
%E%Eﬁﬁlumi&{f = E¢

—Re

Alignment

ERET

Yes

Please
refer to
the remarks

nﬁ/&ﬁﬁuf

Ad EE-EEME
R

EFEgRHEER KEEZRLAS
RENHESFERETRERF LERTEEK
FHESZEFE - MEEEOEER
ETHENSHMER - BHITALARE
MEEFEIREREEERRA -

Remarks

B

All the non-executive directors were appointed for a
specific term, subject to re-election pursuant to the
Articles of Association.

RESEAN 2BERTEENZEHEETESR.
BAE®

According to the Articles of Association effective
before 25th August 2005, at each annual general
meeting, one-third of the directors (other than the
managing director or joint managing director) for the
time being, or, if their number is not three or a
multiple of three, then the number nearest to, but
not exceeding, one third, shall retire from office by
rotation. The directors to retire in every year shall be
those who have been longest in office since their
last election but as between persons who became
directors on the same day those to retire shall (unless
they otherwise agree between themselves) be
determined by lot. A retiring director shall retain office
until the close of the meeting at which he retires,
and shall be eligible for re-election thereat.

To ensure full compliance with the Code Provision A.
4.2, relevant amendments to the Articles of
Association were proposed and approved by
shareholders of the Company at the 2005 annual
general meeting (“AGM”) held on 25th August 2005
(“AGM 2005”).

Pursuant to the Articles of Association, Mrs. KWOK
LAW, Kwai Chun, Eleanor, Mr. LOOK, Guy and Ms.
TAM, Wai Chu, Maria, shall be subject to retirement
by rotation and re-election at the AGM to be held on
24th August 2006 (“AGM 2006”).

RE-_ZZRFNAZ -HiEﬁﬁE?JIZEEiEﬁ'J N
BEBRRAFAS L E=-0—2HEFES (EFEK
BN R EEE .Z“%EI?%?I\)' M EABIWIE=ch =2
fEEC BB AT EN= 52— E‘Jé%x\%& AR {E
%ﬁ'ﬁli;ﬁ%}&2§$%§t/ EREEMER
ZES “ﬁ’ﬂi%%ﬁﬂﬂ E”‘“ ﬁ'JLMEEé%))&

H%%%EZé%B‘JEHHMﬁAK;‘,%EEEﬂ?/ﬁi iz
BIEE-
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The Board had established a nomination committee on
31st March 2005, whose members are Ms. TAM, Wai Chu,
Maria, being the chairman, Mrs. KWOK LAW, Kwai Chun,
Eleanor and Dr. LEUNG, Kwok Fai, Thomas.

The terms of reference of the nomination committee adopted
on 31st March 2005, which is made available on the website
of the Group, has set out details of its role and functions,
nomination procedures and the process and criteria adopted
for selection and recommendation of candidates for
directorship of the Company, summary of which is set out

below.

The Nomination Committee is responsible for, inter alia:—

(i) determining the policy for the nomination of directors;

(if) reviewing the structure, size and composition (including
the skills, knowledge and expertise) of the Board on a
regular basis and making recommendations to the
Board regarding any proposed changes;

(ifi) identifying individuals suitably qualified to become
Board members and select or make recommendations
to the Board on the selection of, individuals nominated
for directorship;

(iv) assessing the independence of INEDs; and

(V) making recommendations to the Board on the relevant
matters relating to the appointment or re-appointment
of directors.

When selecting and recommending candidates for directorship
for the Board’s consideration, the nomination committee shall
review a potential candidate and consider various factors
including but without limitation to:—

(i) the skills, experience, expertise and personal qualities
that will best complement the Board’s effectiveness;

(ii) the capability of the candidate to devote the necessary
time and commitment to the role and this involves a
consideration of matters such as other Board or
executive appointments and succession planning for
directors in particular the chairman and the CEO; and

EFER-TERF=A=T+ BRI

REZBEE KEARESK/NE(EXE) -
BEEL LT RRBEEF L
AEEPEEHN —_FTRF=A=+

—HERZRAZESRERE HE
ZEEeAGTBEE ARMERES
BEANEMARARREETG Z2RAE

FriBie RERIBhan T o
REZBEGRE HEPEHE:
(i) BEERAESFZIHE:

(ii) EHRIESTE 2RE AS8R
HER (BERE MERERS
) WAL 2 Z M
EEgEER:

(ifi) MERBBEEERITETESS
BRBZ AT WTHkBIRZBEA
THAZEFSRERAEFSEL
i

(iv) HRBIERTEST 2B
&

V)  HEFEAAENEEAEES
i 2 2 -

EMEESABNWIFHERMRE=TSE
BN REEZESAFHNERENERE
ARZE (BEETER) ATEERA
=:

(i) E&%*ﬁAiiﬁ%&@AE
EVNG = GRA M

(ii) REAFREEEE -—BALZ
BHEREE BEEEEMES
ERTHER REEEEZE
ELEREFERITBAES R
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A.5

(iii) the potential conflicts of interest and independence.

During the year ended 31st March 2006, the nomination
committee considered and recommended re-appointment of
directors Professor CHAN, Yuk Shee and Dr. LEUNG, Kwok
Fai, Thomas and made recommendations to the Board on
relevant matters relating to appointment or re-appointment
of directors of the Company. The nomination committee had
held a meeting on 31st March 2006 in which all nomination
committee members attended, particulars of the said meeting
was set out in the Meeting Schedule.

Responsibilities of directors
Principle

Every director is required to keep abreast of his responsibilities
as a director of an issuer and of the conduct, business
activities and development of that issuer. Given the essential
unitary nature of the board, non-executive directors have the

same duties of care and skill and fiduciary duties as executive

directors.

Code no. | Code provisions Alignment
FRmE | FRMEX BEET
A.5.1 Every newly appointed director should Yes

receive a comprehensive, formal
induction, and subsequent briefing and
development as is necessary.

%%ﬁ%&ﬂ’]%$ﬂﬁ§%ﬁé\ﬁ B
EAZREEM HEIREES
FIENREREHEER-

(ifi) BEZMNREREELE S
HE-_TZF-A=-1+—HLFE
REZEEERIREZENZEESTH
IHHELREABE L UHBBEET
REFEFEARAESTZFEEANESS
ELEZR - REZEEN_TETAF=
A=+—HR®Tga MAREZESY
REHELRE bt EA—=
B R

Eluﬁzu |

EEEGE
R

BREFETHBEBREFELABETAES
B E ARETANKLETN FBE
PLRER-AREFSLAELRE
HE FRTEZERERAATESEAR
MEEEENARAREZEREREMEKEE
TTEMAME

A.5

Remarks

B

The Company has adopted policy on the induction
for newly appointed directors (“Induction Policy”). A
comprehensive, formal and tailored induction shall
be provided by the senior management to familiarize
the newly appointed director with the Company’s
operations, business environment and plans, financial
positions, his/her responsibilities under statute and
common law, the Listing Rules, applicable legal and
other regulatory requirements and business and
governance policies respectively.

Subsequent briefing and professional development
shall be provided to the newly appointed director as
and when necessary.

ARFERMEBEEEE R EAMRABEK ([HE
AABR]) mREEERREH2E EXARSAE
MR ZHERMAENEZEES TR ARA ZERE
ERRENREE MBERR ARERBEERK EE
A EMRAERERREREMEERTENRES
RERBRRTEBZBE

WERE ERNERMZEESREMFZEN
BEZR-



Code no.

< Bl 4R 5%

A.5.2

A.5.3

A.5.4

Code provisions

<F AR 3

Functions of non-executive directors
should include A.5.2 of the Code
Provision in the CG Code.

FBRITER CBBEERIEERTA
25T RIRSCEE AL 216

Directors should give sufficient time
and attention to company’s affairs.

e R HR ] e A 4 A R 1R
RAMER -

Directors must comply with model
code for securities transaction by
directors of listed issuers (“Model
Code”) in Appendix 10 of the Listing
Rules, and the board should establish
written guidelines on no less exacting
terms than the Model Code for relevant
employees in respect of their dealings
in company’s shares.

BEEEET EMRAMS T2 £
BOAEZETELRRHNEET
Al (THRESFRI) - MEFS IFEL
BRER BB QR ERM IR R
R EFRIRR 2 EM@mIES -

Alignment

ERE

Yes

Yes

=)

Please
refer to
remarks

Remarks

k3

Strategic planning and monitoring the Company’s
performance are, among others, the major functions
of the directors. The Board shall be accountable and
responsible for the performance and affairs of the
Company.

EETERER (EPEE) REA S RERARF
ZRBE-BEEERARARERFBRARAR

Directors are aware that they shall give sufficient time
and attention to the affairs of the Company.

EENTNENHRARREBHUREARNE
7o

The Company adopted a code of conduct regarding
directors’ securities transactions on terms no less
exacting than the required standard set out in the
Model Code (“Company’s Code”). Having made
specific enquiry of all directors, all directors confirmed
that they had complied with the required standard
set out in the Model Code and the Company’s Code.

The Board also established a policy, which was
approved and adopted by the Board effective on 1st
May 2005, with no less exacting terms than the Model
Code for the relevant employees in respect of their
dealings in the securities of the Company.

ARREREFETHNESLR S FH—ETENR
EFRIPAFTREN TR ([ARBFR]) KR 28
EEFHREEH 2REFHERAEETREST]
RARBFRIREZELE

EEe N EMEEREANAESREE@ES
BRSSP BREFRIRR ZENEEEZS BB
MEHN AT RFRA —BRER
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>

.6

Supply of and access to information

Principle

Directors should be provided in a timely manner with

appropriate information in such form and of such quality as

will enable them to make an informed decision and to

discharge their duties and responsibilities as directors of an

issuer.
Code no.
< Bl 4R 5%
A.6.1
A.6.2
A.6.3

Code provisions

<F AR 3

Agenda and board papers should be
sent to directors at least 3 days before
regular board meeting or committee
meeting.

FREMNEEENHEREHESS
ERAZ BB A MR XA

BHTES-

Management should supply board and
its committees with adequate
information in timely manner. Each
director should have separate and
independent access to the issuer’s
senior management.

EEERERNEFEREE SR
HEREH MEREEREHTT
BRETASREEABNBILE

fg.

Directors are entitled to have access
to Board papers and related materials.

EFLEREHEFE RN
&R o

Alignment

ERE

Yes

Yes

Yes

A6 BEREHRMEH
53]

EERERHEENESER EPRX
NEEEGERRNEZEABEERN
BRTELRE LR BITEAEREST
ANEENBEREE

Remarks

B

In respect of regular Board meetings, and so far as
practicable in all other cases, Board papers are
dispatched to Board and Board Committee members
not less than 3 days or such other agreed period
before Board or Board committee meetings.

ExerEfies REFSHOMAEREYEN
THELAT EFESRXMHENEFTEREFEZE
SRR T IR =ZRLEHEZRHHEAIEL T
EFEeXEFEEEXE-

Each director is given contact details of the senior
management and is accessible to them to obtain
information and for enquiries when required.

BRESURIREEABZEKER EHERA M
B REA R R &

Board papers and minutes are made available for
inspection by the directors and Board committee
members. Where queries are raised by directors, the
Company shall respond as promptly and fully as
possible.

EEEXMRERLHAIRETREELZEGKEE
Bl-MEFBHHRM AARBRRIEL2EA B FE-



B.1

Remuneration of directors and senior

management

The level and make-up of remuneration and disclosure

Principle

An issuer should disclose information relating to its directors’
remuneration policy and other remuneration related matters.
There should be a formal and transparent procedure for
setting policy on executive directors’ remuneration and for
fixing the remuneration packages for all directors. Levels of
remuneration should be sufficient to attract and retain the
directors needed to run the company successfully, but
companies should avoid paying more than is necessary for

this purpose. No director should be involved in deciding his

own remuneration.

Code no.

< Bl 4R 5%

B.1.1

B.1.2

B.1.3

B.1.4

B.1.5

Code provisions

<F A R 3

Issuers should establish remuneration
committee, majority of which shall be
independent non-executive directors.

BITABRRIFHEES & EXHHK
BRABUIFNTES

Remuneration committee should
consult chairman and/or CEO about
proposals relating to remuneration of
other executive directors.

& S 2 et K 1T E =R B
ZEBEBAERE, HATHEE -

Terms of reference of the remuneration
committee should include B.1.3 of the
Code Provision in the CG Code.

FMEEecBEREREEERT
Alf 2 <P RIMESCSE B3

Remuneration committee should make
available its terms of reference
explaining its role and the authority
delegated to it by the board.

FNEZEgRAMEREGE BEE
AERESEERTHNOEN

Remuneration committee should be
provided with sufficient resources to
discharge its duties.

FNZ B S RERT R ERIAET
HBA-

Alignment

ERET

Yes

Yes

Yes

Yes

Yes

B.

B.1

Remarks

B

EEREREEABSHMH

FERRENKTRAR
RA

BTAEBREEEEMERERE MBS
MAEMEENEN: BRELERNALE
REMERF AHFTEHERTESEHS
MBREEBISESNHFIMTE-FIE
AP FE R AT S| R B R BT
LEMFEN - REF BRAREELS
xMBZOME - EMNEETF2H
RIEARSHBE-

Please refer to the section below.
H2BTXe
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A compensation committee had been first formed in
December 1999 and was then formally established in March
2000. There are three compensation committee members
currently, namely Dr. LEUNG, Kwok Fai, Thomas, who
presides as the chairman, Mrs. KWOK LAW, Kwai Chun,
Eleanor and Ms. TAM, Wai Chu, Maria, the majority of which
are INEDs.

The role and authorities of the compensation committee,
including those set out in B.1.3 of the Code Provision in the
CG Code, were clearly set out in its terms of reference which
are available at the Company’s website and on request.
Pursuant to its terms of reference, the compensation
committee should be provided with sufficient resources to
discharge its duties, including obtaining independent
professional advice in appropriate circumstances as and when
deem necessary and fit pursuant to the Independent Advice

Guideline adopted by the Company from time to time.

During the year ended 31st March 2006, there were two
compensation committee meetings held in which all
compensation committee members attended, particulars of
the meetings were set out in the Meeting Schedule. The
compensation committee had, among others, reviewed the
remuneration of the executive and non-executive directors of
the Company and approved performance-based remuneration
by reference to corporate goals and objectives resolved by
the Board and/or the management from time to time. The
chairman and CEO was invited to attend the compensation
committee meeting for consultation about proposals relating

to the remuneration of other executive directors.

Emolument policy and long-term incentive plan

The Group provides competitive remuneration packages which
consist of base compensation, incentives and fringe benefits,
for recruiting, retaining and motivating the experienced or

potential personnel.

Generally base compensation forms a significant element of
the remuneration packages. The Group paid a competitive
base compensation with reference to the prevailing market
conditions and the respective duties and responsibility of the

relevant employee(s).

FHEESRIN —AANF+ZAK
ToERERN—FRERF=-AEAAR R

B =% EENEREREES
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Incentives are given in form of various kinds of bonus and an
opportunity to participate in the Group’s long-term success
through its share option schemes adopted on 22nd May 1997
and 29th August 2002 respectively (“Share Option Schemes”).
Details of the Share Option Schemes are set out in page 97

of this annual report.

Fringe benefits like provident fund benefits, medical insurance,
life and personal accident insurance, employee compensation
and business travel insurance are also offered to the Group’s

employees.

With reference to the directors’ expertise and experience,
duties and responsibility, the industry standards, prevailing
market conditions and the Group’s performance, the directors’
emolument is recommended by the compensation committee
and approved and determined by the Board. The emolument
of directors mainly consists of base compensation and share
options, particulars of which are set out in the note 7 to the

financial statements in this annual report.

RAFK B E BB TRER 2 E
ABEHALEREAEHSERIAIN—N
AtEFRA-F+-BRE=-ZZT=-FN\A
ZHNBEM 2 ERERTE ([RERER
Bl D EREERENK T BRERT
B BHN AR F®EITAE

AEBEETINEZAEMBEMNEREAE
T BERRR ASREABIMRE 8
THERABKERR-
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C. Accountability and audit C. BEREH

C.1  Financial Reporting Cl1 HKER
Principle RAl

EFSRTE BWREEMT AR
BRI E R AT R

The board should present a balanced, clear and
comprehensible assessment of the company’s performance,

position and prospects.

Code no. Code provisions Alignment | Remarks
SFRImS | FRMEX BEEEST B
C.1.1 Management should provide Yes
information to the board to enable the
board to make informed assessment
of financial situation.
EREERMNE=SRHEER BR =]
EESRFHARENF BT
o
C.1.2 Directors should acknowledge Yes
responsibility for preparing accounts,
on a going concern basis and there
should be a statement by auditors
about their reporting responsibilities in
the auditors’ report on the financial
statements. The corporate governance
report should contain sufficient
information to enable investors to :
) L Please refer to the section below.
understand severity and significance =R T
of matters at hand. =
EREARMMERSELEER B
MAREIAR B 2 & F : i ZXAD IT B 1E
MR 2 ZBRRER MBI
HmEEELRR: CEERRE
EHERMER BRITEERA
EHZBREEREAESE-
C.1.3 Board should present a balanced, Yes
clear and understandable assessment
including in the reports to regulators
and to information required to be
disclosed pursuant to statutory
requirements.
EFEgRMEEEERTE BEM B
RS8Rz EeERE  URIRIER
ERIREERREE -
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Management shall provide explanation and information to the
Board so as to will enable the Board to make an informed
assessment of the financial and other information put before
the Board for approval. The Auditors’ Report on pages 121
to 122 of this annual report has set out the reporting
responsibilities of PricewaterhouseCoopers (“PwC”), the

auditors of the Company.

The directors of the Company acknowledged their
responsibility for preparation of financial statements which
give a true and fair view of the Group’s state of affairs of the
results and cashflow for the year. In preparing the financial
statements for the year ended 31st March 2006, the directors

have:

(i) approved the adoption of all applicable Hong Kong
Financial Reporting Standards which are issued by
the Hong Kong Institute of Certified Public

Accountants;

(ii) selected and applied consistently appropriate

accounting policies;

(ifi) made judgments and estimates that are prudent and

reasonable; and

(iv) prepared the financial statements on the going concern

basis.

The Board recognizes the importance of good corporate
governance and transparency and its accountability to
shareholders, it shall present a balanced, clear and
understandable assessment to annual and interim reports,
other price-sensitive announcements and other financial
disclosures of the Group as required under the Listing Rules,
and reports to regulators as well as to information required
to be disclosed pursuant to statutory requirements. The
Company has announced its annual and interim results well
before the prescribed period of four months after the financial
year and three months after the end of first six months of the

financial year respectively as required by the Listing Rules.

BEEEANESSRHEBRERER £
E=R VB REMEMEHARE
R AZ R E TG - RFRE 121
E1R2AZBMRECHH AR A ZE
R 4 S Rl kGE & aT RV B A5 AT (12 SRk
Bl ZHRBEE

AARESARNEERUEEARYT
ZHBRENEE UERAEEFR
MESERARRERE-RAEHBE—
ZERFZA=Z+—"BILFEZHBR
X EBFD:
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(i) ERERERES 285K
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(iv) N EEEE R B HRE-

E=ERFRRHOEERRBERNAEZE
EH UAREHRERZHE ERNAEHE
ZEREPHBE HMREHEAM
R EMRE EmARRERKATRE M
BEMN URMEEERIZBENE
REEGREATREZEN HEHE
TEF BWMAEZEBRNFE-ARQF
REFERPHEENARESN L
MHRARERAZNPBFREEROEAR
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Internal controls
Principle

The board should ensure that the issuer maintains sound
and effective internal controls to safeguard the shareholders’

investment and the issuer’s assets.

Code no. | Code provisions Alignment
<F A 4R 5% <F Rl R 32 EEEST
C.2.1 Directors should at least annually Yes

review effectiveness of internal control
by the Group and state so in corporate
governance report.

ExRER/EFRAASEANRERZ | A
ZERM YREXERRETER-

Internal control and risk management

Recognising that a well-designed system of internal control
is crucial to safeguard the assets of the Company and to
ensure the reliability of financial reporting as well as
compliance with laws and regulations, the Company is
committed to set up and maintain a good system of internal
control which is devised to provide reasonable, 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. The Board also acknowledges that it has overall
responsibility for the Company’s internal control, financial
control and risk management system and shall monitor its

effectiveness from time to time.

The internal audit and management services department (“IA
Department”) is responsible for internal audit function of the
Company and monitors the internal control procedures and
systems and reports its findings and recommendations, if
any, to the audit committee on a quarterly basis.

Based on the assessment of risk exposure, the IA Department
formulates an audit plan annually, which ensures the annual
audit programs cover all high-risk areas, for the approval of
the audit committee. The scopes and frequencies of audit
reviews shall be determined 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.

C.2 R¥EE
RA

E=gRBRETANAMBERRLE
EeziEmABR WRERRNIKER
BITAMEE-

Remarks

B

Please refer to the section below.
nFl Z Eﬁj S X °

WEREE IR R B E 2

Rt T EZNAEEHEHRERRF
ME BRYBMEATSEEAREFE
PIRBRAUAEREZ MAARFHIR
SR AR A RREE RS A
RUAIEMIEBE 2 RE AN HIRER
ERBHBROBR - LER MIEHB
BERRIEREBEBBRHARRZE
B-EFESTAREHAAR AR
BBEHkARERENEZEBEE
I By B 5% L ARAE -

NatEZ R ERRE A (TRER]) &
BEARBNMSEZREENEERERF

REf THREENEREEGERE
BEREHR (WE) -

M2 5 IR IR E R s 2 AT e i & F
HFTE AT B LR FEERZ TER
EMARRBREE BXRTIHNEZRE
REEBEHE BB ZHEERAH
DRERTETAE TeREEEE
REREBCMETE 2 S ETRETE
AT



Control processes

The Board establishes and maintains a sound internal control

system through the following major processes:

(i) systems and procedures are in place to identify and
measure risks on an ongoing basis. Senior
management shall review and define the annual risk
assessment process and monitor the progress of risk

mitigation plans;

(if) an organization structure with defined lines of

responsibility and delegation of authority is devised;

(iii) the Board shall review its strategic plans and objectives
on an annual basis. The annual strategic plans shall
lay down the basis for resources and financial

budgeting;

(iv) financial performance will be analysed against budget
quarterly with variances being accounted for and
appropriate actions will be taken to rectify deficiencies;

and

(V) the IA Department shall independently evaluate the
adequacy and effectiveness of major controls over
principal operations. Major findings and
recommendations, if any, shall be reported to the audit

committee on a quarterly basis.

Risk assessment

The Company is committed to conduct a quality and
comprehensive review of the effectiveness of the internal
control systems. A team comprising professionals within the
Company as well as experts from an independent risk
consulting firm was established to perform a risk management
assessment exercise in December 2005, in which the
Company involved its entire management team to evaluate
and assume overall responsibilities of the effectiveness of the

Company’s internal control systems.

Risk assessment, being the first step of the review, is the
process of identifying, sourcing and evaluating individual risks
and the interrelationships between risks. This provides a
systematic approach to determine the key areas to which

high priorities as well as resources should be given.
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In conducting the risk assessment, management embraces a
“top-down” approach as recommended by the Committee of
Sponsoring Organisations of the Treadway Commission
(“COS0O”). Management defined the objectives of the
Company and the related risk categories impacting those

objectives.

For the purpose of risk assessment, management adopted a
risk model, which categorized the various risks impacting the

Company into the following three major risk areas:

1. environmental risks — uncertainties affecting the viability

of the business model,;

2. process risks — uncertainties affecting the execution

of the business model; and

3. information for decision-making risks — uncertainties

over the relevance and reliability of information.

By utilising an outsourced facilitating function, interviews with
each member of management team were arranged so as to
discuss, identify and customize the objectives and risks

encountered by the Company.

All members of management team were invited to participate
in a workshop to discuss the results of the interviews. Through
discussion and anonymous voting mechanism, the key risks
had been ranked in terms of significance and likelihood.
Response strategies and mitigation plans with respect to each

key risk identified were planned and put into action.

A regular progress update protocol to the Board and the
audit committee was established to enhance the

accountability and quality of the risk management process.

12 A B B A Committee of Sponsoring
Organisations of the Treadway
Commission ([COSOJ ) &K/ B LM
TIFRETRRB (G- ERABERE
AAFERERFYEZEIENEHRR
ES

EEAERBERTGHEHER -—ERRKIE
N MBEESEEARFA ZRARS BN
T=KREZERKER:

1. RERBR—FELEBRATTH
BRI =

2. BIERR—FEETEEERN
THBAEZ: R

3. REEHRRBR—EMBREERA
FEMEOTHBARE-

BBINIAAG R TERESKEZ
GmE-KmEE - BB REERARFZE
BERAEEHHNER-

EEESKEYERSHIEH AR
CEER- BB ME TR BIRZES
REERERAEESIEERR
FEBEHBINEZRER T RIKERE
JRE 2R W JOR ES L B 5T &

BRUEHAESTERERZEERIK
ERMETZHS LIRTTERE R
BRENEEMREER-



C.3

Annual internal control assessment

During the year ended 31st March 2006, the IA Department
adopted a risk-based approach focusing on processes and
controls that were material. Material or significant control
weaknesses were reported quarterly to the audit committee.
The Board, through the audit committee, had reviewed the
effectiveness of the system of internal control of the Group
which covered all material controls, including financial,
operational and compliance controls and risk management
functions and was satisfied that the Group in 2005 fully
complied with the Code Provision on internal controls as set
forth in the CG Code.

Audit committee
Principle

The Board should establish formal and transparent
arrangements for considering how it will apply the financial
reporting and internal control principles and for maintaining
an appropriate relationship with the company’s auditors. The
audit committee established by an issuer pursuant to the
Listing Rules should have clear terms of reference.

Code no. Code provisions Alignment
SFRImS | FRMEX BEEEST
C.3.1 Minutes of audit committee should be Yes

kept and sent to all members for
comment and records within
reasonable time.

BEERRGEREAREREZEES | A
LEBCHERDEKE HREER
RIEEZ&Z -

C.3.2 A former partner of the issuer’s audit Yes

firm should not act as a member of
the audit committee.

BOANNIBZERZRRANAGBAT | &
ERAEREZREKE -

C.3.3 The terms of reference of audit Yes
committee should include terms set
out pursuant to C.3.3 of the Code
Provision in the CG Code.

ERZE g BEGEEREELT =]
B fp 2 57 B XX 28 C.3.31k FT i 2 {5
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BEAXBENEEDH - EFEEB
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MEREEE YABEAEER -
ZLENFE2EET EXEARTRIMHE

ERNAREE 2 -

C3 ERZEE
RA

ExgRANFAERMBERRAE
2 R B T o fe] 4 15 81 X B AR SREDE B
BMEELRERRABERENR - #E1T
AMRBCEMRADRINBEREZEGA
BEBMHBZEEE-

Remarks

B

Pursuant to its terms of reference, minutes of audit
committee were kept and sent to all its committee
members within reasonable time.

EREEZZEB S HERE FEMNAEREA
HEEGZERLHAIZERE -

The current audit committee members are not former
partner of the Company'’s existing auditing firm.

fﬁﬁjﬂﬁg’f‘;i%@W,E\jﬁ#$@ﬁjfﬁﬂ%?|\3%2§ﬁ@
AIZAIEZA

The terms of reference of the audit committee, which
have included the role and authority delegated to it
by the Board together with C.3.3 of the Code
Provision, are available at the Group’s website and
on request.

EREZEEZREGECRREACREFERTHE
ZHERR AR ST AR X B C.3.31% EEH R AEE
WU EHRRERHEER -
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Code no.

<F B 4 5

Code provisions

<F 8l 5 3

Alignment

ERET

C.3.4 Audit committee should make available Yes
its terms of reference.

BREEERAREBERE- =)

©.85 Disclosure of any disagreement Yes
between board and audit committee
on selection, appointment, resignation
or dismissal of external auditors. The
issuer should state recommendation
and reasons for difference in view in
corporate governance report.

REEERERZIGMIERE | F
B Y ELIR « RAE BHE KB RPN
RAER -BITARELEERRS AR
BEZZRFIRAERL 2ER-

C.3.6 Sufficient resources should be Yes
provided to the audit committee to
discharge its duties.

EREZZESRHARERNER | A
BITRR-

The Company established an audit committee with written
terms of reference on 13th October 1999. The current audit
committee members are Professor CHAN, Yuk Shee who
presides as chairman, Dr. LEUNG, Kwok Fai, Thomas and
Ms. TAM, Wai Chu, Maria, all of which are INEDs and at least
one of whom possess the appropriate professional
qualifications or accounting or related financial management

expertise as required under Rule 3.10(2) of the Listing Rules.

The audit committee is responsible for, inter alia, reviewing
and monitoring the relationship between the Company and
its auditors, reviewing of the financial information of the
Company and overseeing the Company’s financial controls,
internal control and risk management systems. The audit
committee members have met with external and internal
auditors and discussed the general scope of the audit works
and reviewed the audit reports and the interim and annual
accounts of the Group. During the year, the audit committee
met privately with the external auditors, without the presence
of the executive directors of the Company, to discuss matters
or issues arising from the audit and any other matters the

external auditor may wish to raise.

Remarks

=

Please refer to the section above.
nFl Z Eﬁj J: X °

The audit committee recommended and the Board
agreed that the Company shall re-appoint PwC to be
the Company’s auditors and the recommendation will
be put forward for the approval of shareholders at the
AGM 2006.

BEREREEE MEZSRBARAERLELHK
BRAQNRIZEM HBREHN - FRRB
FRELREZRRBE-

Pursuant to its terms of reference, the audit
committee should be provided with sufficient
resources, including advice of professional firms, to
discharge its duties, if necessary.

REEZZESNRERE ZZXB2BERMTE
AR BREXQAZER (WMEFRE) URHERET
BE-

ARBR—NAANETAT=ZBRT
ZEREBE WAHHEBERE -EZZE
EHRERBRRETHE (TF) RE
BELREERRNM RED BB
HITES NETRL - AEBELTR
AIFE310QB(ERNBEETEERAE
‘EJrEJi*E%%E?H‘%%@%%%DE&f)

g

EREZEGARE (A e ki ki

RARNFEEZHEZEE FHARQ

AIMBER BEEAARMBEEE
EREREREEGE-EREBEENKE

IRESNE R AR EAD S B A E R
THE-—REEREHNASEERZRE .
THEEFRE-FRN BRREGEE
BEIMNEZBEEE M EROEN
EEFFHEA RSN AN T AL 1R H #
ERNEBEE MARATARNTESLE
HEAEEE-



There were six audit committee meetings during the year
ended 31st March 2006 and the chairman and CEO, the
CFO, other members of the senior management team and

the external auditors of the Company shall be invited, as and

when necessary, to join the discussion of the audit committee

meetings. Particulars of the Board committee members’

individual attendance and other details of the meetings were

set out in the Meeting Schedule. The following is a summary

of works performed by the audit committee during the year:

(i)

(if)

(i)

(iv)

(Vi)

(vii)

(viii)

review of the Group’s final and interim results
statements and the related result announcements and
documents prior to Board approval;

review of the development in accounting standards
and its effects on the Group;

review of external auditor’s audit plan and its nature
and scope, the external auditors’ reports and the letter
of representation by the Company and other matters
or issues raised by the external auditors;

review of the risk management assessment report by

the external consultants and their recommendations;

review of, and with recommendation to the Board,
the adoption of the policy on provision of audit and
non-audit services by external auditors and the semi-
annual summary of audit and non-audit services by
external auditors;

review and approval of the contingency plan for avian
flu and pandemic influenza;

review of the independence of the external auditors
and approval of its engagement letters and audit fee;

review of, and with recommendation to the Board,
the foreign currency and treasury policy of the Group;
and

review of quarterly internal audit reports by the IA
Department in respect of the Group’s internal control
system and procedures, its effectiveness and the
regular updates on key risk areas of financial control.

BE_ZZRE=ZA=+-RHIEFE"
BRITIANAERZECER -EAFE
B ARAEZFERITHAR AFEMBHE
B HtEMREEABRIMNEZEE T
SR EEREE R I m-E
EFREERENHEERGHEMFER
EHREAHRRA-TIREXEZE
ENFAMETHTFRE:

(if)

(i)

(iv)

(vi)

(vii)

(viil)

MEZEFSHER BHAE
BFEE R BAEEHR AL
ESEPN IS S

Wi g

EzeE

EAZHRREHAE

AT NS R R A 2 R AT & M
AR®BE SMNEZBMBE KA
NSIE: e 2R LIV S BN
HERENERMEMEERF
18

EHINBRERETT 2R R EIERF
s REEH:

WA BIMNE R B E R Rk
EZRIGFARA 2 B W Rtk
MEFRGRDER UREBI
Iz gan et 2 Bk R IF BRI
BzHERE:

EHMLEBBE IR
REZ A

FomiTIE

RTINS R B 2 B S M e L

EHzERBEERERER:

BMYAEEZNERBFRE
WHtib A EE SR HER:
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TERER/RRE

All issues raised by the audit committee were addressed
and/or dealt with by the senior management of the Company
and the work, findings and recommendations of the audit
committee were reported to the Board from time to time.
During the year ended 31st March 2006, no issues brought
to the attention of senior management and the Board was of
sufficient importance to require disclosure in the annual report
under the Listing Rules.

During the year ended 31st March 2006, the fees paid to the
Company’s external auditors amounted to approximately
HK$1,960,400, comprising the audit fees of HK$1,643,200
and non-audit fees of HK$317,200 respectively. The non-
audit services consist mainly of tax advisory services and

interim review.

Delegation by the board
Management functions
Principle

An issuer should have a formal schedule of matters specifically
reserved to the board for its decision. The board should give
clear directions to management as to the matters that must
be approved by the board before decisions are made on

behalf of the issuer.

Code no.

<F B 4 5%

Code provisions

<F 8l 5 3

Alignment

ERET

D.1.1 Board must give clear directions as to Yes
powers of management, particularly on
delegation to management and
matters required prior approval from

the board.

EXgANERECEN FR—RME B
BEFLZEERERLEDRGESS
B2 B 4 TIEMEYIE S| -
D.1.2 Company should formalize functions Yes
reserved to the board and functions
delegated to management.

ARARAEARERREEGHTM | B
EIEERRERNITORAE-

D.1

Remarks

=

HEZZESRHUNMAEEECDEAR
AEREBABMABR,SEE ME
REEENIHE ERREBRZENE
THAEEFEER-BE_ZTTRF=
A=t—RLEE sREBABRE
EEWESTTMFRAZRELTR
AR FRABE-

HE-_ZZXF=-A=1+—HLFE"
XHFRDNANERZBRMOBROA
1,960,400 Lo Bz R IEBZRIE 2 A
& B D5 4 51,643,200 T &
317,200 L BZREF EBERB
AR R R EAE B -

EEERINER
BRI 4
R

BIOANEE-EEANTAEEEER T
BRI EZESEFRENER-EFE
ERRETAMELRER  IFEPMHEE
TNEEEWPLEREHESSIE

Please refer to the section below.
BRET X



Pursuant to the terms of reference of the Board and

management, the types of decision to be taken by the Board

include those relating to:—

(i)

(if)

(ifl)

(iv)

(vi)

(vil)

(viil)

(ix)

set the objectives of the Board;

establish the strategic direction of the Company;

set the objectives of the management;

monitor the performance of the management;

oversee the management of the Company’s
relationships with stockholders, such as customers,
the community, interest groups and others who have
a legitimate interest in the responsible conduct of the

Group’s business;

ensure that a framework of prudent and effective
controls is in place and to assess and manage risks

of the Group;

set the Company’s values and standards;

determine any matters involving a conflict of interest

for a substantial shareholder or a director;

determine material acquisitions and disposals of
assets, investments, capitals projects, authority levels,
major treasury policies, risk management policies and

key human resources issues;

ensure the Company maintains sound and effective
internal controls to safeguard the shareholders’
investment and the Company’s assets. Directors
should at least annually conduct review of the
effectiveness of the system of internal control of the
Group and report to shareholders on the relevant
findings in corporate governance report of the
Company. The review shall cover all material controls,
including financial, operational and compliance controls

and risk management functions;

REESEREEECRERE EF
EELMRREABREATSE:

(if)

(i)

(iv)

(vi)

(vii)

(viil)

(ix)

RIVEFEEZHE:

AR A B SRS 77 81

RIVEIEERR:

EEANAEREERSRALTY
R BlmEF - B
REREHASENBEERE
BEEBEBELE LMENEM
AT

BARETEERAERWEZE
B AR R E R A KB RER

RIM AR EEEMERE:

FABCR A E FF @B R A
ZIEEHRE:

REBAMBIHEEE RE
EARIBEER BOKF EEEBK
R BEBREEREREEZANE
RER:

FERA D RREE RIFRA M A
e UREBRIR ZKE KA
RAZEE-EFERIEFIR
HAREZARBERRARRTE
BURARBEEEBRER
MERERE@ER - BT
BREMBEEZNER B8R
B EERAREENRRERE
EIIRE
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(xi) consider and determine issues which are the
responsibility of the Board pursuant to the Company’s
memorandum and Articles of Association and relevant
laws and regulations in force from time to time which

the Group is governed; and

(xii) delegate its power and authority to the relevant
committee(s) of the Board in respect of the
management and operation of the Company as and

when appropriate.

The management, consisting of CEO, the executive committee
of the Board along with other senior executives, shall be
responsible for the implementation of the strategy and
direction as determined by the Board from time to time. In
doing so, they must apply business principles and ethics
which are consistent with those expected by the Board and

shareholders of the Company.

The Board delegates management and administrative
functions to the management for their conduct of the day-to-
day operations of the Company, effectively, legally and
ethically. This requires that they are aware of the material
risks and issues faced by the Company and that they carefully
supervise the Company’s financial reporting systems and

processes.

Responsibilities of the management including those relating

to:—

(i) provide a comprehensive, formal and tailored induction
upon the appointment of directors, and subsequently
such briefing and professional development as is
necessary, to ensure that the directors have a proper
understanding of the operations and business of the

Company;

(if) develop business and execution proposals in line with
the objectives of, and with risks acceptable to, the
Company for approval by the executive committee on
behalf of the Board;

xi)  BERRERANRRZQEAE
BIRRAZABIA R A EEZ R
B2 TR A BDE D R AR
BREZEGAEEZEEE R

xi) HEEENBERT MEWEEZ
BEEEREEHARRERERE
BN

fi
ﬁaﬁ

HITRAR EXEEETZTHEZESR

SREMBLSBASMEARNERRRE
BEHNTEZETHEEZRBRES
Ao ERITHBIE REVBERITHE
EGRAAFBREHEFT ZHERR
NBERSE.

\\\\

it
8
i
\_.N
mR

5T 8 B I AT R BE 0 A
&

o
@r

ANBEENEEETRRA
AEEFE AUBERLEREBRIAR
ATEHNERNRR REE ARBE

EEARRABNTBERBRERERF-

ERECEEBRBEATEE:

(i) REFEFR RAREREZE
EARFATORBIES - HgR
BERERRHEMMORNLEESE
B NHEREESHARANZE
REBERETH:

(if) FEARR R A AR 2 [\ T 3 R B
RRAR AR —HOERBRITHE
#OURETHZEERRES

EHE:



(il

(iv)

(vi)

(vii)

(viii)

(ix)

(xi)

(xil)

(xiil)

(xiv)

prepare annual budget, mid-term and long-term
budgets, development strategies for approval by the

executive committee on behalf of the Board;

provide in a timely manner with appropriate information
in such form and of such quality as will enable the
directors to monitor the performance of the Company

and make informed decisions;

develop and implement internal control procedures;

develop the Group’s staff policy;

prepare materials and papers and draft resolutions on
matters to be considered by the general meeting of
shareholders or Board and present materials to the

committees of the Board;

manage risk in accordance with the direction of the

Board from time to time;

provide organizational and technical support of the

activities of the Group;

determine the technical, financial, economic and

pricing policies of the Group;

determine policy and supervise improvements to
accounting and administrative methods and adopt
international accounting standards for the Group and

its branch offices;

determine the methods for planning, budgeting and

financial control for the Group and its overseas offices;

determine security policies for the Group and its

branch offices;

determine the procedure for allocating assets to Group
companies and withdrawal of allocated assets from

Group companies;

(i)

(iv)

(vi)

(vii)

(viil)

(ix)

(x)

(xii)

(iii)

(xiv)

REFERE THEERHBE
NRERRRE WIRZTHEE
ERREFEHRA:

BRERITAREEIERF

BRAKRERBERE:

HERREREZTEHTERZ

FRR BN R AR EHR
AR UBEEMHRITES

el

/

oM
0
S

REBEEFETEHE 2 TAER
[ B

B B 2 E BIR (AR R R
HIE

BREARE . £l M RER
EEBEBE:

EEBRR EERNEEART
BHEEAR A EB R E D EHRE
BEER AN 2 B & 5T 2RI 2B AT

BEEAEEREBINIEREZR
E RERM RS

EEAREREDERERZR
LR

BEREESEKETEEE NAA
REEERBTRARRMOBEHERE
EZBRER:
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(xv) determine the number of members of the collective
executive bodies of overseas offices, appoint them,
terminate their authority early and approve the
regulations on overseas offices’ collective executive

bodies;

(xvi)  preliminarily approve candidates for the position of
heads, deputy heads and chief accountants of
overseas and representative offices and relieve them

of their duty;

(xvii) approve overseas offices’ budgets and amend such

documents;

(xviii) analyze the results of performance of the Group’s
structural subdivisions, including separate structural
subdivisions, and develop binding instructions for

improvement of their work;

(xix)  approve internal documents regulating matters within

the authority of the management; and

(xx) handle such other matters that are delegated by the

Board from time to time.

Executive committee

Being part of the management team, the executive committee
held meetings on a regular basis. The members of the
executive committee are Mr. KWOK, Siu Ming, Simon, who
presides as the chairman, Mrs. KWOK LAW, Kwai Chun,
Eleanor and Mr. LOOK, Guy. Particulars of the executive
committee members’ individual attendance and other details

of the meetings were set out in the Meeting Schedule.

Management meetings

Executive committee and the management team meet
together regularly to review, discuss and make decisions on
financial and operational matters. During the year ended 31st
March 2006, fourteen management meetings were held and
chaired by the chairman and CEO of the Company which
enhanced and strengthened departmental communications

and co-operation within the Group.

xv)  REESIMFFRITHREEZER
KEAB ZE RPRILEEE
BREMEIM N EREB MR

K

(i) RS BBIENRRERFEE
B REEREREHB RS
ARARBERE

(xvi)  #EEINRERZTREREFTE
2

(xvii) DWAKEEE D # (BB
B 2 RIEE LR
EETHERRMHIFTAOREZ

535l

(xix) HEBEBEEERUAMRENDS
HWE BRI R

(xx) BEEETITHRECZEEM

CESEARTEEBR — IS

?’%awﬁﬂ(%%%ﬁksﬂ%?ﬁy
(XfF) BEERD LT RERE
EoERTHREEERENEA LR E
Re#EMBodnegamEER-

B

EEESH
TRZEEREEEEGENEE R
AR kR B REESEHEELRE
BHE-_ZZXREF=ZA=+—BIFE
W ERTTOREREEZ AALQA
TREETREHER UERREES
EEPIM 2 BB R A



D.2

E.1

Board committees

Principle

Board committees should be formed with specific written

terms of reference which deal clearly with the Board

committees’ authority and duties.

Code no. Code provisions

SFRImS | FRMEX

D.2.1 Board committees should have clear
terms of reference to enable such
committees to discharge their
functions properly.
EFZEQRBERTABERGE AE
ZELZEEREMEITERE

D.2.2 Terms of reference of board
committees should require such
committees to report their decisions
to the board.
ZEENBESERERZEZES
ME=gERIRE-

Communication with shareholders
Effective communication

Principle

The board should endeavour to maintain an on-going dialogue
with shareholders and in particular, use annual general

meetings or other general meetings to communicate with

shareholders and encourage their participation.

Code no. Code provisions

< Bl 4R 5% < Bl R 32

E. 1.1 A separate resolution at a general
meeting on each substantially separate
issue should be proposed by the
chairman of that meeting.
BREASFTFEREEERBLINE
EERIREHRZER

E.1.2 Chairman of the board should attend

AGM and arrange for chairmen of
audit, remuneration and nomination
committees to attend and be available
to answer questions.

EEgTFEREFERRBEFAS AR
HER FHRREEZREGEEHEN
Bl & fe f -

Alignment

ERE

Yes

Yes

Alignment

ERET

Yes

Yes

D2 EE=gEBETHWZES
RA
BB TR EeNRIETAER
WS EREDSE BRIHNEETEZEE
‘AR E-

Remarks

k3

Please refer to terms of reference of the audit
committee, compensation committee and nomination
committee of the Company.
B2HAALRERZEE FTHEEERIREEER
2 E

E. HEERNEBR
E.1 BXREBR
R A

EESRENERRSERIYEGE L
HREMRBERESEMEE AN
BRBRNEBMAINSE

Remarks

B

Separate resolutions are proposed at the AGM on
each substantially separate issues, including election
of individual directors.

RERBFARE L - BRERBYNEEE AL
RER BEESREHNES-

The chairman of the Board attended the AGM 2005
and the chairmen or another member of the relevant
committee were available to answer question at the
AGM 2005.

EEeTRHET ST RFRFAFAG HHEZ
BEXRFHEMKEIEHE _ZTAFRRBFK
ENEE S
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The last shareholders’ meeting was the AGM 2005 which was held
at the Ritz-Carlton in Hong Kong for approval of, among others
major items, the general mandates to issue and purchase shares
and amendments to the Articles of Association. The amendments to
the Articles of Association, which were approved by the shareholders
and adopted by the Company, were made pursuant to A.4.2 of the
Code Provision in the CG Code. that (i) all directors appointed to fill
a causal vacancy should be subject to election by shareholders at
the first general meeting after their appointment; and (ii) every
director, including those appointed for a specific term, shall be
subject to retirement by rotation at least once every three years. In
order to bring the Articles of Association in line with the Listing
Rules, articles 99 and 116 of the Articles of Association were
amended with the shareholders’ approval at the AGM 2005.
Particulars of the amendments in the Articles of Association and
major items discussed in the AGM 2005 were set out in the circular
of the Company dated 13th July 2005 (“Circular 2005”). The
proposed resolutions by ordinary resolutions and special resolution
were passed by simple majority and more than three-fourths of the
votes on show of hands in the AGM 2005.

Public float

Based on information that is publicly available to the Company and
within the knowledge of the directors, at least 25% of the total
issued share capital of the Company was held by the public as at

the date of this report.

RARBRIEHBT2RERGABEESES

BERATZ_TTAFREBFAE €LBH
TEEXBEE OELERTREIRGZ —K
B REFTER4B A A2 1 818 R AR A AR
ZERMAZAEET HENE RS AP 2SR
MEBA42MEMMRE  EIRMAIF R 11615 E fE
fEHEN YERER -_STRERRBEAE
iAo BAA42KIER ()T B AIE R R 2= B 4
ZEMNEFEEESZEEANEARRAAE L

BEXRRER (SR EZ (BRAREEHN
EF)ERmART ELB=F R -EFIEREA

AIUNER - ZERFRRBFAEIREIESE
BZHBHEAREARR AP/ -_ZTTAFLH

TE=BZREK([ZEZTRFAER]) - ALBER
HZREFIRZRVAREZCABRERZE
TRFERFBEFREDANERZHRBAMNS
NBRALTERE
BRIBARGAEHARERNERRESFHA RA

BRERLHP ARALEHEARARTE2BEET
AR BE T L H25% -



Investor relations

The Group is committed to fostering productive and long-term
relationships with shareholders and investors through open and
prompt communication. Various channels have been established to
facilitate transparency. Key information on the Group, which is
continuously updated (including a separate corporate governance
section), annual reports and webcasts of results presentations are
available on our corporate website (www.sasa.com). In addition to
the AGM in which shareholders can put questions to directors about
the Group’s performance, press and analysts’ conferences are held
at least twice a year subsequent to the interim and final results
announcements. At these conferences, the management team
explains the Group’s business performance and future direction. The
Group also seeks opportunities to communicate its strategies to
investors and the public through active participation at investors’
conferences, regular meetings with fund managers and potential
investors, as well as through press interviews and timely press
releases. Other than individual meetings with analysts, institutional
investors and fund managers, the Group also participated in various
road shows and conferences during the year. These are summarised

as follows:

REERHF

EERNERIRBREAEEZLIRIMEE
WEGR BB UEZEEBREBEERARAM
R EBE NENERAE - SEME
(www.sasa.comBBEEE > EBEH (BIEEL
WIRRIER]IEE) MATEES THEF
BRRERETG LRHNEERE - REBFR
RAREIREITRAEEREAEEERRENE
RN EETRAMRERFEEEEREFRD
BIIMRCEBHEGRATERTE (RAHF
HRFEEER) BEEEAREENELER
RRBFERF M LINEE NS BEG2HEIEES
eF THHEASCKERETREASH BX
BREFEREMTERANREERARMELE
BEB-FR SETEERESTE BERE
HERESEEEEIN ME2MATKEEN K
AAEGE
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TEEAHRSE

Date
=i

March 2006
—ETAFZA

February 2006
—EERFE_RA

January 2006

—ETETRF—A

December 2005
—ZEERFE+ A

December 2005
—TERE+ A

December 2005
—ZEERF+ A

October 2005
—ZTRF+A

September 2005
“ETHRFNA

September 2005
—ZTTRFNA

September 2005

“EREFNA

September 2005
—“ZTTRFNA

September 2005
ZTTRHFNA

July 2005
—ZTTHRFLA

June 2005
—ETRERA

Event

B

Asian Investment Conference

SMEREEH

Hong Kong Corporate Day
BECEHENA

Retail Corporate Day
TEEENH

Road show

MO A

Road show
MmN

Investors luncheon

KREELETES

Hong Kong Corporate Day
EAECEHENA

Consumer & Tourism Corporate Day

BB RIKEREN A

10th Annual Asia Pacific Equity Conference

ETREAAREH

Road show

BN

CLSA Investors’ Forum 2005
2005 ERBHFREEHTE

Nomura Asia Day IlI

BNEFE-ERMNEEHENA

Road show
AR A

Road show

BN

Organiser
FHWEN

CSFB
htEEE - KLE

BNP Paribas Peregrine
ZEEREEY

Macquarie Securities
BERIEES

JP Morgan
FERR N @

Nomura

F &

JP Morgan
FER N @

BNP Paribas Peregrine
ZEERBEEY

Deutsche Bank

BEERTT

JP Morgan
E AR N 3@

Canadian Imperial
Bank of Commerce

MERFBEEERT

CLSA
EREH

Nomura

B E

Deutsche Bank

BETRT

Deutsche Bank

BEERTT

Location

B

Hong Kong
BB

Hong Kong
N

Singapore

%

Singapore

i

Hong Kong
BB

Hong Kong
BB

Hong Kong
i

Hong Kong
BE

New York
44

Toronto

Zm%

Hong Kong
BB

Tokyo
g

Singapore

g

Hong Kong
N



E.2

Voting by poll E.2
Principle

The issuer should regularly inform shareholders of the
procedure for voting by poll and ensure compliance with the

requirements about voting by poll contained in the Listing

BEREFARR

RA
BETAREHBARRARETARR
WiEF WRERMT A CEMRED BB
BREFTARANRERBEITALTHOE

Rules and the constitutional documents of the issuer. BEE M
Code no. Code provisions Alignment | Remarks
JREE | FHHX BEREY | Bm
E.2.1 Chairman of the meeting should Yes The procedures for demanding a poll by the
disclose in circular procedures and shareholders were incorporated in the Circular 2005.
rights to demand a poll.
REEERNBRHKREZ KRR =] BREERKUBREFAXARANEFERIN —_ZTRFR
FARARIEF RAER - BH A o
E.2.2 Chairman should count and indicate Yes
level of proxies lodged on each
resolution, and the balance for and
against the resolution.
The chairman of the Board had duly performed the
ITREHESHARRNEZERR B E.2.2 and E.2.3 of the Code Provisions in the AGM
BRENZHNMRBAZZELH AR 2005. Abacus Share Registrars Limited, the share
ERERRUZREZRZEH- registrar of the Company, was present to assist and
ensure the votes were properly counted.
Chairman should explain procedures Yes
E.2.3 for demanding and conducting a poll EEC IR -_ZSTAFRRAFAS LEZEWT
at the commencement of meeting. SFAMRX EE2.2RE23GRMME - AR ARG BFE
CEERYEFBLERABDEEAS L RENEE
FREENRASRIFEREERR B BRRBERER-
ETUBRETARRZER-
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Beyond the Code

With a view to continuously improve its corporate governance,

transparency and accountability to its shareholders, the Group goes

beyond the Code Provisions in the following aspects:—

(i)

(if)

(il

(iv)

(Vi)

the Company has arranged appropriate liability insurance
cover, which is reviewed on an annual basis, for liabilities
arising out of activities from being directors of the Group;

the chairman of the Board has performed these duties and
responsibilities set out in A.2.4 and A.2.5 of the recommended
best practices in the CG Code, including to ensure the Board
works effectively and discharges its responsibilities, all key
and appropriate issues are discussed by the Board in a timely
manner etc., which were incorporated into the terms of

reference for chairman effective on 1st April 2005;

the INEDs appointed represent more than one third of the
Board;

the Company established a nomination committee on 31st
March 2005, in which two-third of its committee members
are INEDs. The terms of reference of nomination committee
adopted by the Board on 31st March 2005 dealt clearly with
the Board committee’s authority and duties and incorporated
all the duties set out in A.4.5 (a) to
best practices in the CG Code. The terms of reference of the

(d) of the recommended

nomination committee with its role and authority delegated
by the Board is made available on the Company’s website
and on request. Pursuant to its terms of reference, the
nomination committee should be provided with sufficient
resources;

disclosure on significant changes in the Articles of Association
during the year, details of the last shareholders’ meeting and
major items discussed, and particulars as to voting are set
out in the section E. — Communication with shareholders of
the corporate governance report; and

disclosure on division of responsibility between the Board
and management is set out in the section A. — Directors of
the corporate governance report.
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