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The Company recognises its responsibilities to shareholders and is
therefore committed to maintaining a high standard of corporate
governance. To accomplish this, the Company has reviewed its
practices and procedure, and identified and formalised appropriate
measures.

Throughout the year ended 31 March 2006, the Company has
complied with all the code provisions set out in the Code on Corporate
Governance Practices (“CG Code”) in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”) which apply to the Company for the
year under review, except that (i) prior to the amendments to the
Articles of Association of the Company approved by the shareholders
in the annual general meeting of the Company on 14 September
2005, the executive chairman of the Company was not subject to
retirement by rotation, which was inconsistent with code provision
A.4.2 and (ii) the roles of chairman and chief executive officer were
not separated and performed by two individuals, which was
inconsistent with code provision A.2.1.

In respect of the deviation from code provision A.2.1, Mr Cheong
Hooi Hong is both the Chairman and the chief executive officer of
the Company and the Board of Directors considers that the current
structure does not have any adverse effect on the Company.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers in Appendix 10 of the Listing Rules as its
code for dealing in securities of the Company by the directors (“Model
Code"). Specific enquiry has been made with all directors of any non-
compliance with the Model Code, and all directors have confirmed
compliance with the required standard set out in the Model Code
during the year ended 31 March 2006.

AABRA LT ATERENEE MRNERFRKED
EEER /L AAR DRI EESRTRMER LR
THIR] & BRI SE AP R

REE-—ZTEF=A=+—"RLFERN ARFAHEH
TCERMAERZMBRARES LR ([ ETRA)
T PR (R ERERTAD ([REERTERT
8I]) PEARARBRAA 630 M () ERREBERM
AR ZZZRFNATHARTZARARBRAFA SR
MR AL EERT AT A ARIITIREF EARETRMEX
FAAGMMERE: () TEMTRAHENAGBHELE
B RIGESCRA 2 VG AR E M 23 B - 30 AR A L HE(E-

PR RRE TR SEA 2.1 1 EEBIR SE A TR AR A T
RRORER EFEAR AR HANSRE AL
mETABYS:

EENIESRS

AATERMN ETRAMER T BN EmBETAESE
TEARGNBRETAVERARTEEZ S HTH
([RZEFR)) M E EERA DB TIRETAMEL R
EER-MEEFERANBE_TTF=A=1—"H
L EERGAETRET TR ENITE.



BOARD OF DIRECTORS

The Board of Directors comprises five executive directors (Chairman
Mr Cheong Hooi Hong, Deputy Chairman Mr Cheong Kheng Lim,
Mr Cheong Keng Hooi, Mr Cheong Sim Lam and Miss Cheong Been
Kheng), two non-executive directors (Mr Sin Cho Chiu, Charles and
Mr Lau Wah Sum) and three independent non-executive directors
(Mr Chow Wan Hoi, Paul, Mr Yau Allen Lee-Nam and Mr Tse Pang
Yuen).

Six board meetings were held during the year ended 31 March 2006
and individual attendance of the directors is set out below:
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Meetings attended/
Eligible to attend

HE e R,
Directors E=E BHREHRRE
Executive directors HITEE
Mr Cheong Hooi Hong (Chairman) EBIELE (F/F) 3/6
Mr Cheong Kheng Lim (Deputy Chairman) EEMEE (BIE)E) 6/6
Mr Cheong Keng Hooi EMEESE 3/6
Mr Cheong Sim Lam B EE 3/6
Miss Cheong Been Kheng SEGUE/MA 3/6
Non-executive directors FHNITEE
Mr Sin Cho Chiu, Charles AR AE 6/6
Mr Lau Wah Sum BIFERSEE 5/6
Independent non-executive directors BUHBITEF
Mr Chow Wan Hoi, Paul BEays e 6/6
Mr Yau Allen Lee-Nam EFEBEE 6/6
Mr Tse Pang Yuen AT R E 6/6

Mr Cheong Hooi Hong, Mr Cheong Kheng Lim, Mr Cheong Keng
Hooi, Mr Cheong Sim Lam and Miss Cheong Been Kheng are brothers
and sister. Some of the directors who are members of the Cheong
family own business outside the Group together.

The Board is responsible for the leadership and control of the Group.
It formulates objectives, overall strategies and business plans and
oversees the financial and management performance of the Group.
For efficient operation, certain functions and authorities are delegated
to the management. It includes implementation of objectives,
strategies and plans adopted by the Board and the day-to-day
management of the Group’s business.
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BOARD OF DIRECTORS (continued)

The Directors are responsible for the preparation of financial
statements for each financial period which give a true and fair view
of the state of affairs of the Group and of the results and cash flows
of the Group. In preparing the financial statements for the year ended
31 March 2006 on a going concern basis, the Directors have adopted
suitable accounting policies and, other than the new and revised
accounting policies as disclosed in the notes to the financial
statements, have applied them consistently with those applied to the
financial statements of the previous financial year. The Directors have
also made judgements and estimates which are prudent and
reasonable.

The Directors are accountable for keeping proper records which reflect
with reasonable accuracy at any time the financial position of the
Group. The statement of the Auditors of the Company about their
reporting responsibilities on the financial statements of the Group is
set out in the Auditors’ Report on pages 34 to 35.

NON-EXECUTIVE DIRECTORS

The non-executive directors are appointed for a term of one year.
According to the Company’s Articles of Association, they are requested
to retire by rotation, but eligible for re-election, at least once every
three years.

REMUNERATION OF DIRECTORS

The primary objective of the Company’s remuneration policy is to
retain directors and staff of suitable calibre by remunerating them at
competitive level. In order to achieve this, the Board has established
a remuneration committee. Under the Company’s remuneration
policy, no director or his associates is allowed to be involved in
decisions relating to his own remuneration.
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REMUNERATION OF DIRECTORS (continued)

The remuneration committee comprises three independent non-
executive directors and two non-executive directors. The members
are Mr Chow Wan Hoi, Paul (committee chairman), Mr Lau Wah Sum,
Mr Sin Cho Chiu, Charles, Mr Tse Pang Yuen and Mr Yau Allen Lee-
Nam. The main duties of the committee are to assist the Company in
formulating remuneration policy and structure for directors and senior
management; to determine the remuneration packages for all
executive directors and senior management; to make recommendation
to the Board on the remuneration for non-executive directors and
independent non-executive directors; to review and approve
performance-based remuneration by reference to corporate goals and
objectives; and to review and approve compensation payable to
executive directors and senior management and compensation
arrangements relating to dismissal or removal of directors for
misconduct. Details of the committee’s authority and duties are set
out in the written terms of reference, a copy of which is available on
application to the company secretary.

Remuneration for executive directors and senior management is
determined by the remuneration committee on the recommendation
of the chief executive officer (except Mr Cheong Hooi Hong whose
remuneration package is determined by the committee without
reference to the chief executive officer) on an annual basis. The
remuneration committee also makes recommendation to the Board
on the review of remuneration for non-executive directors and
independent non-executive directors annually.

The level of remuneration payable to the directors is determined by
reference to a number of factors, including remuneration paid by
comparable companies; the Group’s results as well as workload,
responsibility, and time commitment of the directors. When
determining the remuneration packages for senior management, the
remuneration committee takes the factors including market condition,
the Group’s results, individual performance, job nature and duties
into consideration.

Other than the retirement scheme as set out in note 25 to the financial
statements on page 110, the Group does not have any long-term
incentive scheme.
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REMUNERATION OF DIRECTORS (continued)

During the year ended 31 March 2006, the remuneration committee
held three meetings, at which, the committee reviewed the Company’s
remuneration policy and structure; considered and fixed the
remuneration packages for executive directors and senior
management by assessing their respective performance and made
recommendation on the remuneration for non-executive directors.

The attendance record of each committee member is set out below:
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REHEERZRENT:

Meetings attended/
Eligible to attend

HEEHERE
Members BE BHEHERY
Mr Chow Wan Hoi, Paul (committee chairman) AEREE (ZESEE) 3/3
Mr Lau Wah Sum BEREE 1/3
Mr Sin Cho Chiu, Charles AR S 3/3
Mr Tse Pang Yuen AT E 3/3
Mr Yau Allen Lee-Nam hEBEE 2/3

NOMINATION OF DIRECTORS
The Company does not have a nomination committee as the role
and function of such committee are currently performed by the Board.

As regards nomination of directors, the Board is responsible for the
appointment, re-appointment and removal of directors. The process
for re-election of a director is pursuant to the Company’s Articles of
Association, which requires that (i) every director should be subject
to retirement by rotation at least once every three years and a retiring
director shall be eligible for re-election; and (ii) directors who are
appointed by the Board as an addition to the Board or to fill a casual
vacancy shall retire at the next annual general meeting but are eligible
for re-election. An amendment to the Company’s Articles of
Association will be proposed at the forthcoming annual general
meeting to require directors who are appointed by the Board to fill a
casual vacancy to retire at the next general meeting (instead of the
next annual general meeting) for consistency with code provision
A.4.2 of the CG Code.
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NOMINATION OF DIRECTORS (continued)

During the financial year ended 31 March 2006, the Board has made
recommendation and provided biographical details to shareholders
on directors standing for re-election. The Chairman from time to time
reviews the composition of the Board with particular regard to the
number of independent non-executive directors. The Board also
reviews and determines the suitability and terms for re-appointment
of the directors.

Among the six board meetings held during the year ended
31 March 2006, two of the meetings have covered issues in relation
to the re-appointment of directors.

AUDITORS’ REMUNERATION

During the year ended 31 March 2006, the Auditors of the Company,
KPMG, provided audit services to the Group of a value of
approximately HK$1,256,000. KPMG also provided non-audit services
to the Group of a value of approximately HK$530,000, including
HK$219,000 and HK$259,000 being provision of tax services and
charges on interim review respectively.

AUDIT COMMITTEE

The primary responsibilities of the audit committee are to make
recommendation to the Board on appointment, re-appointment and
removal of external auditors; to approve remuneration and terms of
engagement, and handle all issues relating to resignation or dismissal
in respect of external auditors; to review and monitor the external
auditors’ independence and objectivity and the effectiveness of the
audit process; to develop and implement policy on engagement of
external auditors to supply non-audit services; to oversee financial
reporting system and internal control procedure and to review financial
information of the Group. Details of the committee’s authority and
duties are set out in the written terms of reference, a copy of which
is available on application to the company secretary.

The audit committee comprises three independent non-executive
directors and two non-executive directors. The members are
Mr Chow Wan Hoi, Paul (committee chairman), Mr Lau Wah Sum,
Mr Sin Cho Chiu, Charles, Mr Tse Pang Yuen and Mr Yau Allen Lee-
Nam.
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AUDIT COMMITTEE (continued)

During the year ended 31 March 2006, the audit committee met
three times, at which the audit committee approved the remuneration
of the external auditors; reviewed the half-year and annual financial
statements before submission to the Board for approval; discussed
with the external auditors the nature and scope of the audit before
commencement of audit; assisted the Company in developing a policy
on engagement of external auditors to supply non-audit services;
reviewed the Group’s financial control, internal control and risk
management systems and met the external auditors without the
presence of executive Board members.

The attendance record of each committee member is set out below:
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BEREERBHEERIRET:

Meetings attended/
Eligible to attend

HEEHERE
Members ME BHRERERHY
Mr Chow Wan Hoi, Paul (committee chairman) AEGhE (EESEE) 3/3
Mr Lau Wah Sum RIEREE 1/3
Mr Sin Cho Chiu, Charles VAR A 3/3
Mr Tse Pang Yuen AT E 3/3
Mr Yau Allen Lee-Nam hEBrE 2/3

INTERNAL CONTROL

The Board, with the assistance of the audit committee, is responsible
for maintaining and reviewing the effectiveness of the Company’s
internal control system. Procedure and systems are in place to
safeguard assets against unauthorised use or disposition; to maintain
proper accounting records and to ensure accuracy of financial
information and compliance with applicable statutes, rules and
regulations. Defined roles, responsibilities and reporting lines are
established. However, these procedure and systems are designed to
minimise and mitigate the risk of failure in operation and achievement
of the Company’s objectives and can only provide reasonable but not
absolute assurance against errors, losses or fraud.
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