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The Company is committed to maintaining good corporate
governance standard and procedures to safeguard the interests
of all shareholders and to enhance accountability and
transparency.

CORPORATE GOVERNANCE PRACTICES

On 1st January, 2005, the Code of Best Practice was replaced
by the Code of Corporate Governance Practices (the “Code”)
as set out in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The Company adopted all the code
provisions in the Code as its own code on corporate governance
practices. The Company has complied with the Code throughout
the financial year ended 31st March, 2006, except for the
following deviations:

o Code provision A.4.1 of the Code stipulates that non-
executive directors should be appointed for a specific
term, subject to re-election. None of the existing
independent non-executive directors of the Company is
appointed for a specific term. However, in accordance
with the Company's Bye-Laws, at each annual general
meeting, one-third of the directors shall retire from office
by rotation and become eligible for re-election. As such,
the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate
governance practices are no less exacting than those in
the Code.

o Under the first part of code provision E.1.2 of the Code,
the Chairman of the board of directors of the Company
(the “Board”) should attend the annual general meeting
and arrange for the Chairman of the audit, remuneration
and nomination committees (as appropriate) or in the
absence of the Chairman of such committees, another
member of the committee or failing this his duly appointed
delegate, to be available to answer questions at the annual
general meeting.
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The Chairman of the Board was not able to attend the
annual general meeting of the Company held on 30th
August, 2005 (the “Meeting”) as he had another business
engagement. The Managing Director of the Company, who
took the chair of the Meeting, and other members of the
Board together with majority of members of the audit
committee attended the Meeting. The Company considers
that the members of the Board and the audit committee
who attended the Meeting were already of sufficient
calibre and number for answering questions at the
Meeting.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its own code
of conduct regarding securities transactions by directors. All
directors have confirmed, following specific enquiry by the
Company, that they fully complied with the required standard
as set out in the Model Code throughout the financial year
ended 31st March, 2006.

THE BOARD
Composition

The Board currently comprises seven Directors including five
executive directors and two independent non-executive
directors. The independent non-executive directors possess
appropriate academic and professional qualifications or related
financial management expertise and have brought a wide range
of business and financial experience and independent
judgement to the Board. Mr. Andrew LAM Ping Cheung
resigned as independent non-executive director on 21st June,
2006. After his resignation, the number of independent non-
executive directors of the Company falls below the minimum
number required under the Listing Rules. The Company shall
appoint an independent non-executive director to meet the
requirement of minimum number of independent non-executive
directors within three months from 21st June, 2006.

The composition of the Board of the Company for the year
ended 31st March, 2006 and up to the date of this report
were:

Executive Directors:

Mr. David LAM Kwing Chan (Chairman)

Mr. Alvin LAM Kwing Wai (Managing Director)
Madam Rosita YUEN LAM Kit Woo

Mr. Laurent LAM Kwing Chee

Mr. TSANG Siu Hung
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Non-executive Director:
Madam LAM TSANG Suk Yee (note 1)

Independent Non-executive Directors:
Mr. Andrew LAM Ping Cheung (note 2)
Mr. Leo CHAN Fai Yue

Mr. John WONG Yik Chung

Notes:

1. Madam LAM TSANG Suk Yee resigned as non-executive director
on 23rd January, 2006.

2. Mr. Andrew LAM Ping Cheung resigned as independent non-
executive director on 21st June, 2006.

The biographical details and relationships among members of
the Board are set out on pages 26 to 27 of this annual report.

During the year ended 31st March, 2006, the Board at all times
met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive
directors with at least one independent non-executive director
possessing appropriate professional qualifications, or accounting
or related financial management expertise.

The Company has received written annual confirmation from
all its independent non-executive directors of their
independence pursuant to the requirements of the Listing
Rules. The Company considers all independent non-executive
directors to be independent in accordance with the
independence guidelines set out in the Listing Rules.

Function

The Board sets the Group's overall objectives and strategies,
monitors and evaluates its operating and financial performance
and reviews the corporate governance standard of the
Company. It also decides on matters such as annual and interim
results, major transactions, director appointments or re-
appointments, and dividend and accounting policies. The Board
has delegated the authority and responsibility for implementing
its business strategies and managing the daily operations of
the Group’s businesses to the Managing Director and the senior
management.
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The Board held four regular Board meetings at approximately
quarterly interval during the year ended 31st March, 2006.
Additional board meetings were held when necessary. Due
notice and board papers were given to all directors prior to the
meeting in accordance with the Listing Rules and the Code.
Details of individual attendance of directors are set out in the
table below:

Name of Director Number of Attendance

Executive Directors:

Mr. David LAM Kwing Chan (Chairman) 3/4
Mr. Alvin LAM Kwing Wai (Managing Director) 4/4
Madam Rosita YUEN LAM Kit Woo 3/4
Mr. Laurent LAM Kwing Chee 3/4
Mr. TSANG Siu Hung 4/4

Non-executive Director:
Madam LAM TSANG Suk Yee (note 1) 0/4

Independent Non-executive Directors:

Mr. Andrew LAM Ping Cheung (note 2) 3/4
Mr. Leo CHAN Fai Yue 4/4
Mr. John WONG Yik Chung 4/4
Notes:

1. Madam LAM TSANG Suk Yee resigned as non-executive director
on 23rd January, 2006.

2. Mr. Andrew LAM Ping Cheung resigned as independent non-
executive director on 21st June, 2006.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman and the Managing Director of the Company are
Mr. David LAM Kwing Chan and Mr. Alvin LAM Kwing Wai
respectively. The roles of the Chairman and the Managing
Director are segregated and assumed by two separate
individuals to strike a balance of power and authority so that
the job responsibilities are not concentrated on any one
individual. The Chairman of the Board is responsible for the
leadership and effective running of the Board, while the
Managing Director is delegated with the authorities to manage
the business of the Group in all aspects effectively.
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NON-EXECUTIVE DIRECTORS

Under code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election.
None of the existing independent non-executive directors of
the Company is appointed for a specific term, which constitutes
a deviation from code provision A.4.1 of the Code. However,
all of the independent non-executive directors are subject to
retirement by rotation in accordance with the Company's Bye-
Laws. As such, the Company considers that sufficient measures
are in place to ensure that the corporate governance practices
of the Company are no less exacting than those of the Code.

REMUNERATION OF DIRECTORS

The Company established the Remuneration Committee on 12th
April, 2005 with specific written terms of reference in
accordance with the requirement of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) which deal clearly
with its authority and duties. During the year ended 31st March,
2006, the members of the remuneration committee comprise
four members, of which three are independent non-executive
directors, Mr. Andrew LAM Ping Cheung, Mr. Leo CHAN Fai
Yue and Mr. John WONG Yik Chung, and one is executive
director, Mr. Alvin LAM Kwing Wai.

The principal duties of the Remuneration Committee include:

o to make recommendations to the Board on the Company's
policy and structure for all remuneration of directors and
senior management of the Group;

° to review and approve performance-based remuneration;

o to determine the specific remuneration packages of all
executive directors and senior management and to make
recommendation to the Board of the remuneration of non-
executive directors;

° to review and approve the compensation payable to
executive directors and senior management and the
compensation arrangements relating to dismissal or
removal of directors for misconduct; and

o to ensure that no director or any of his associates is
involved in deciding his own remuneration.
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The Remuneration Committee held one meeting during the
year ended 31st March, 2006 to discuss remuneration related
matters. The individual attendance of each member was as
follows:

Name of Director Number of Attendance

Mr. Alvin LAM Kwing Wai

(Chairman of the remuneration committee) 11
Mr. Andrew LAM Ping Cheung (note) 11
Mr. Leo CHAN Fai Yue 1/1
Mr. John WONG Yik Chung Al

Note: Mr. Andrew LAM Ping Cheung resigned as member of
remuneration committee on 21st June, 2006.

During the year ended 31st March, 2006, the summary of
work performed by the Remuneration Committee was as
follows:

o assessed and approved the terms of reference of the
Remuneration Committee;

° reviewed and updated the existing Director's fee; and

° reviewed the remuneration of executive directors and the
independent non-executive directors.

NOMINATION OF DIRECTORS

The Company has not established a nomination committee.
The Board is empowered under the Company’s Bye-Laws to
appoint any person as a director either to fill a casual vacancy
or as an addition to the Board. Qualified candidates will be
proposed to the Board for consideration and the selection
criteria are mainly based on the assessment of their
professional qualifications and experience. The Board selects
and recommends candidates for directorship having regard to
the balance of skills and experience appropriate to the Group'’s
business.

AUDITORS’ REMUNERATION
During the year ended 31st March, 2006, the total audit fee of

the Group amounted to approximately HK$282,000. Non-audit
service fee for the year amounted to approximately HK$55,000.
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AUDIT COMMITTEE

The Company established the Audit Committee on 10th August,
1999 with specific written terms of reference in accordance
with the requirement of the Stock Exchange which deal clearly
with its authority and duties. During the year ended 31st March,
2006, the members of the Audit Committee comprise three
independent non-executive directors, Mr. Andrew LAM Ping
Cheung, Mr. Leo CHAN Fai Yue and Mr. John WONG Yik Chung.
Mr. Andrew LAM Ping Cheung resigned as audit committee
member on 21st June, 2006. After his resignation, the number
of audit committee members of the Company falls below the
minimum number required under the Listing Rules. The
Company shall appoint an audit committee member to meet
the requirement of minimum number of audit committee
members within three months from 21st June, 2006.

The Audit Committee’s primary functions include:

° to recommend to the Board on the appointment, terms
of engagement of the external auditors;

o to review and monitor the appropriateness of accounting
policy, accounting practices, financial reporting and
disclosure and the application of judgement and estimates
related thereto;

° to review the Company’s annual and interim reports and
any opinion expressed by the external auditors;

° to review any related party transactions and connected
party transactions for compliance with the requirements
of the Listing Rules and for reasonableness and fairness
to the Company and its shareholders;

° to review with the external auditors issues raised in the
external auditors’ management letter, queries or similar
communications; and

o to monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standards.

° to review the Group’s financial controls, internal control
and risk management systems
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The Audit Committee held two meetings during the year ended
31st March, 2006. The attendance of each member is set out
as follows:

Name of Director Number of Attendance

Mr. John WONG Yik Chung

(Chairman of the audit committee) 2/2
Mr. Leo CHAN Fai Yue 2/2
Mr. Andrew LAM Ping Cheung (note) 2/2

Note: Mr. Andrew LAM Ping Cheung resigned as member of audit
committee on 21st June, 2006.

During the year ended 31st March, 2006, the summary of
work performed by the Audit Committee was as follows:

° review of the financial statement for the year ended 31st
March, 2005 and for the six months ended 30th
September, 2005;

° review and discussion of the audit findings with the
auditors and review of the annual result announcement;

° review and consideration of various accounting issues
and new standards and their financial impact; and

° consideration of the audit fee and audit work for the year.

DIRECTORS’ RESPONSIBILITIES FOR PREPARING THE
FINANCIAL STATEMENTS

The Directors are responsible for overseeing the preparation
of accounts for each financial period with a view to ensuring
such accounts give a true and fair view of the state of affairs
of the Group and of the results and cash flow for that period.
The Company's accounts are prepared in accordance with all
relevant statutory requirements and applicable accounting
standards. The Directors are responsible for ensuring that
appropriate accounting policies are selected and applied
consistently; and that judgement and estimates made are
prudent and reasonable.

There are no material uncertainties relating to events or
conditions that may cast significant doubt on the Company's
ability to continue as a going concern.
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The statement of the external auditors of the Company about
their reporting responsibilities on the financial statements is
set out in the Report of the Auditors on pages 42 to 43 of this
annual report.

INTERNAL CONTROL

The Board has overall responsibility for maintaining a sound
and effective internal control system of the Group. The Group's
internal control system includes a well defined management
structure with limits of authority which is designed for the
achievement of business objectives, so as to safeguard assets
against unauthorized use or disposition, to ensure proper
maintenance of books and records for the provision of reliable
financial information for internal use or publication, and to
ensure compliance with relevant legislation and regulations.

COMMUNICATION WITH SHAREHOLDERS

The Company uses a range of communication tools to ensure
its shareholders are kept well informed of key business
imperatives. These include annual general meeting, annual
report, interim report, various notices, announcements and
circulars.

The annual general meeting of the Company provides a useful
forum for shareholders to exchange views with the Board. The
Directors and external auditors are also available at the annual
general meeting to address shareholders’ queries.

To promote effective communication, the Company also
maintains a website at www.grdil.com, where information and
updates on the Company’s business developments and
operations, financial information and other information are
posted.

Separate resolutions are proposed at general meetings on each
substantial separate issue, including the election of individual
directors.

Details of the poll voting procedures and rights of shareholders
to demand a poll are included in the Company’s circulars
convening a general meeting. Whenever voting by way of a
poll is required, the detailed procedures for conducting a poll
will be explained at the meeting. The results on any voting
conducted by poll will be published in newspapers on the
business day following the shareholders’ meeting and posted
on the website of the Stock Exchange.
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