Corporate governance report ¥ & R{E

The Group is committed to upholding a high standard of corporate governance and further enhancing
transparency. The Code on Corporate Governance Practices (the “CG Code”) contained in Appendix 14 of

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
came into effect on 1 January 2005. The Company believes that good corporate governance provides a framework
that is essential for effective management, successful business growth and enhancing shareholders’ value. The
Company has applied the principle and complied with the code provisions set out in the CG Code, except for
certain deviations as specified and explained below.

Board of Directors

The Company is led and controlled by the board of directors (the “Board”) which at 31 March 2006 consisted
of 3 executive directors and 4 independent non-executive directors (collectively the “Directors”) which the 4
independent non-executive directors (“INEDs”) represent more than one-third of the Board. The biographies of
the Directors are set out in “Management profiles” section on pages 35 to 38. The Directors have no financial,
business, family or other material or relevant relationships with each other at 31 March 2006. No INED of

the Company has served more than nine years and at least one of the INEDs has appropriate professional
qualifications or accounting or related financial management expertise. All of the INEDs have confirmed

in writing their independence from the Company and met the requirements set forth in the independence
guidelines of the Listing Rules. These INEDs are high calibre executives who bring a diversified range of
expertise and serve the crucial function of providing checks and balances for safeguarding the interests of
shareholders and the Group as a whole. Their role is to bring an independent and objective view to the Board’s
deliberations and decisions.
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Eight full Board meetings were convened in the year under review and the attendance of individual Directors at REBEER HBET/\ A EER2EeS  SEEEFANEER2E

full Board meetings for the year is set out as follows :- BN HESEHINT
4o
ﬂ?& Number of meetings &£ 8 8
i”é Members of the Board EER K& Meeting attendance &3 HE1ER
ij Chairman /&
S Mr. LAW Ka Sing 5 2 5 4 8/8
(O]
° Executive directors #{7#E
c Ms. CHAN So Kuen fiZ 8% + 8/8
g Mr. Dickie FU Shing Kwan (resigned on 26 June 2006) @i 4 (BER ST XENA -+ ABT) 8/8
3 Ms. Pansy CHAU Wai Man (resigned on 12 January 2006) AZ2Z%+ (2 ERNF—A+ZBEHE) 7/7
3 Mr. Simon ORR Kuen Fung (resigned on 12 January 2006) iz %4 (ER T F— A+ ZHEHT) 717
© Mr. FUNG Ping Chuen (resigned on 1 June 2005) A& 54 (ER T RF A —HEHTE) 11
o
% Independent non-executive directors B FHITES
“ Ms. LEUNG Mei Han 224+ 8/8
Mr. Raymond LEE Man Chun 23 f& %4 5/8
Mr. WONG Wai Kay F #5554 5/8
Prof. SIN Yat Ming (appointed on 21 October 2005) % B#ZIE (R=ZTZRF+A=-+—BEZEE) 3/3
The Board is scheduled to meet at least four times a year to review operational performance, approve financial EERFE-FELEREREE e EERE WRMBEEREM
results and other significant matters. Regular Board meetings are scheduled in the prior year to provide sufficient EEEE - THEEREINRERN LEFEEHE - KhrESRERTH
notice to the Directors and facilitate the maximum attendance of the directors. The Board members are given KPR EBSEESHNEER 2R THESREeSy  SESHAKRS
an opportunity to include additional matters for discussion and are supplied with relevant information by the BN EEI A @SR AR R RS AT EIRENEEERE

senior management and reports relating to the Group’s operational and financial performance before the scheduled
Board meeting in a timely manner. The meetings’ proceedings are conducted by the Chairman of the Company.
Minutes of the Board meetings are documented and the records are maintained in accordance with applicable
laws and regulations and are recorded in sufficient detail. Draft minutes of each Board meeting are circulated to
all Directors for their comment and the minutes are open for inspection by any Director.

SEZERMBERANEE - EEREBZNREEFHARTEFEER -
EXEREFCHENTERBERNERMREFRELCE - WHEE BB
sk - EEREBCEN IR RELMAEESEHN - HEfREEER -
B AEHEECE-

The Board member is assured to seek an independent professional advice at the Group's expense to assist him EEZRNEERRAGBABIEEER  UIHMOETERE - —VERH
to discharge his duties to the Group. REEXZN -

10 ANNUAL REPORT 2005/06 F %} 2005/06




If a Board member has a conflict of interest in a matter considered by the Board to be material, a full Board
meeting must be held to consider such matter and at least one INED who has no material interest in the
transaction shall be present at such Board meeting.

Chairman and Chief Executive Officer

The Company does not have a separate Chairman and Chief Executive Officer and Mr. LAW Ka Sing currently
holds both positions. The Board considers that the present structure provides the Group with strong and
consistent leadership and allows for more effective planning and execution of long-term business strategies.
It also enables the Group to make and implement decisions promptly and efficiently to the best benefit of the
Group and its shareholders.

Appointment and Re-election of Directors

Since new Directors would be appointed in full Board meeting, the Company has not established a nomination
committee. The Board will take into consideration criteria such as expertise, experience, integrity and commitment
when selecting suitable candidates for directorships. A full Board meeting was held during the year for considering
the appointment of an INED.

All INEDs of the Company were appointed for specific terms, their length of service with the Company is one
year from the dates of their appointments which will be automatically renewed unless early termination by
either party serving not less than three months prior written notice or upon mutual consent on short notice.
They are subject to retirement by rotation and re-election at annual general meetings of the Company
("AGMs") in accordance with the Bye-laws of the Company.

Every newly-appointed director shall receive an induction on the first occasion of his appointment and
subsequent briefing and professional development as necessary to ensure that he has a proper understanding
of the operations and business of the Company and that he is aware of his responsibilities under the laws and
applicable regulations.

Pursuant to the Bye-laws of the Company, any new director appointed by the Board to fill a casual vacancy or
as an addition to the Board shall hold office until the next AGM and shall be eligible for re-election. At each
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AGM, one-third of the Directors for the time being, or if their number is not three or a multiple of three, then
the number nearest one-third, shall retire from office by rotation save any Director holding office as Chairman
or Managing Director. The retiring Directors shall be eligible for re-election. The cycle is roughly the same as
once every three years stipulated by the CG Code.

The Chairman and the Chief Executive Officer of the Company are not subject to retirement by rotation. The
Board considers that the continuity of the Chairman and Chief Executive Officer of the Company and his
leadership are crucial in maintaining the stability of the Group’s business operations.

Audit Committee

The Audit Committee consists of 4 INEDs, namely Ms. LEUNG Mei Han, Mr. Raymond LEE Man Chun, Mr.
WONG Wai Kay and Prof. SIN Yat Ming. Ms. Leung is the Chairman of the Audit Committee and applies her
professional qualifications in accounting and financial management expertise in directing the Audit Committee.
No member of the Audit Committee is a former partner of the Company’s existing external auditors. The Audit
Committee is provided with sufficient resources, including the advice of external auditors and Internal Audit
Department to discharge its duties. The Audit Committee has reviewed the audited financial results for the
year ended 31 March 2006.

The major roles and functions of the Audit Committee are set out clearly in the terms of reference which
included the duties specified in the CG Code. The terms of reference for the Audit Committee are also aligned
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with the recommendations set out in “A Guide for Effective Audit Committees” issued by the Hong Kong
Institute of Certified Public Accountants and the terms of reference of the Audit Committee are available on
the Company’s website.

The Audit Committee is responsible for appointment of external auditors, review of the Group’s financial
information and oversight of the Group’s financial and accounting practices, internal control and risk
management. It is also responsible for reviewing the interim and final results of the Group. Two audit
committee meetings were convened during the year and the attendance of individual committee members
is set out hereunder.

During the year, the Audit Committee have performed the following work :-

(a) reviewed the interim and annual financial results for the six months ended 30 September 2005 and for the
year ended 31 March 2005 respectively;

(b) reviewed non-exempt continuing connected transactions for purchase of garments;

(c) reviewed the progress report and report on internal audit results for the year 2004/05 and the first half of
the year 2005/06 prepared by Internal Audit Department respectively; and

(d) approved the annual audit plan for the year 2005/06 of Internal Audit Department.

Remuneration Committee

The Company has established the Remuneration Committee with specific written terms of reference. The
Remuneration Committee consists of 4 INEDs, namely Ms. LEUNG Mei Han, Mr. Raymond LEE Man Chun,
Mr. WONG Wai Kay and Prof. SIN Yat Ming. Ms. Leung is the Chairman of the Remuneration Committee.
The Remuneration Committee is provided with sufficient resources to discharge its duties.

The major roles and functions of the Remuneration Committee are set out clearly in the terms of reference
which included the duties specified in the CG Code and are available on the Company’s website.

The Remuneration Committee is responsible for reviewing and making recommendations on the remuneration
policy for all Directors and senior management of the Company and determining the remuneration packages
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of Directors and senior management and has performed these during the meeting held during the year. The
Remuneration Committee has consulted with the Chairman on its proposals and recommendations and has
access to professional advice. No Director is involved in deciding his/her own remuneration.

One remuneration committee meeting was convened during the year and the attendance of individual
committee member is set out as follows :-

R LR TIE  HME R RTHAFIRREBRABNER - LFK
SXER - HEEFL ﬂ%ﬂﬁ%%°

ARBNFACAR—RFMEEEEE  XREZBSXENHEFITHT
LI

Audit committee meetings B ZE € &% Remuneration committee meeting HEZ & &%

Number of meetings €3 # B

N
-

Members of the Audit Committee and the Remuneration Committee EXZEE R FMEEENE Meeting attendance €& HEER Meeting attendance €& HEER
Chairman =&

Ms. LEUNG Mei Han 2%+ 2/2 11
Committee members ZE&RE

Mr. Raymond LEE Man Chun X {& 54 2/2 01
Mr. WONG Wai Kay F #5554 2/2 71
Prof. SIN Yat Ming (appointed on 16 January 2006) % BEAZE (R=_Z2TXF— A+ AEEE) 0/0 0/0

Management Committee

At 31 March 2006, the Management Committee consists of three executive directors. The Management

Committee is vested with the overall delegated authority from the Board to deal with the operational matters
of the Group, save for those matters which are reserved for the Board’s decision and approval pursuant to the
written terms of reference, which includes taking in charge of major decision making in relation to the day-to-

day business operations of the Company, administering the Company’s routine resolutions and dealing with
ad-hoc matters.

Internal Control and Internal Audit

The Board is developing and maintaining an internal control system of the Company to protect shareholders’
interest and to safeguard the Group’s assets by reviewing, enhancing and monitoring the major control
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procedures for financial, operational, compliance and risk management matters. Evaluation of the Group’s
internal controls is conducted by the Internal Audit Department on an on-going basis. The Internal Audit
Department has been operating since August 2002. The key tasks of which include:

(a) reviewing material aspects of the Group’s key activities and corresponding internal controls with unrestricted
rights of access;

(b) conducting audits on the work practices, procedures and internal controls established by the business
units of the Group on a regular basis in order to evaluate the adequacy and effectiveness of the internal
control system established;

(c) conducting special reviews and investigations into areas of concern identified by management; and
(d) monitoring the corrective actions taken by relevant departments.

The internal audit charter was approved and adopted by the Audit Committee. The internal audit department
adopted a risk-based approach to develop the annual audit plan, which is reviewed and approved by the Audit
Committee. It furnishes independent and objective evaluations and recommendations in the form of an audit
report to management. Internal audit staff are authorized to access any information relating to the Company
and to make enquiries to staff concerned, and the head of the internal audit department will directly report to
the Audit Committee on the major audit findings and management responses.

The Board has, through the works of the Audit Committee and the internal audit department, carried out
ongoing examination and monitoring of the Company’s internal control system and completed an evaluation of
the internal control system.

The Bossini Group Policy set forth a set of standards to all employees to govern the operations of the Group

in legal, financial, procurement, human resources, corporate governance and public relation spheres, and will
facilitate the ongoing examination and evaluation of the Group’s compliance with existing rules and regulations
and of the effectiveness of internal control. Employees are expected to strictly adhere to the Bossini Group
Policy and encouraged to alert senior management of potential cases of misconduct without fear of retribution.
The Bossini Group Policy was first issued in March 2004. It is taken up for review and renewal on an annual
basis by the designated Group Policy committee.
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Model Code for Securities Transactions by Directors

The Bossini Group Policy laid down a code of conduct regarding the directors’ securities transactions in terms
as stringent as those set out in the Model Code for Securities Transactions by Directors of Listed Issuers
contained in the Listing Rules. The Company, having made specific enquiry of all Directors, confirmed that

all Directors have complied with the required standard of dealings as set out therein throughout the year.
Employees are also not encouraged to deal in the securities of the Company within one month before the
interim and the final results announcements and prohibited to make use of price-sensitive information to deal
in the securities of the Company.

Financial Reporting and External Auditors’ Remuneration

The Directors acknowledge their responsibility for preparing the financial statements of the Group on a going
concern basis with the support from the Finance Department. The financial statements of the Group for the
year ended 31 March 2006 have been prepared in accordance with Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance.

A statement of the reporting responsibilities of the Company’s external auditors is included in the Auditors’
Report on page 49.

During the year, the auditors’ remuneration in relation to statutory audit work of the Group amounted to
HK$1.71 million of which a sum of HK$1.43 million was paid to the Group’s principal external auditor, Ernst &
Young (“EY"). The remuneration for EY and its affiliated firms, for services rendered is broken down below :-
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FA - AREGAEEN TEMN TOZBEMESE®1.718E8T
BHEE1EETE XN TASEN T 2INERBEN KGRI BB
( T2 ) o Bk REBBARMEHRNREHE ST

Audit services &t iR

HKS$ million B F&E T

1.43

Non-audit services FF22 5t iR 7%
Tax representative services 5 H % iR i% 0.23
Interim result review services FF HI 245 2 B iR 7% 0.18
Connected transaction review services B8:& 32 5 % B iR % 0.09
Total 45t 1.93
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Communication with Shareholders

The Group’s information is disseminated to shareholders in a timely manner through a number of formal
channels, which include annual and interim reports, published announcements, press releases and shareholders’
circulars. The Company’s website is maintained up-to-date to disseminate information to further promote
effective communication.The AGM is the principal forum for formal dialogue with shareholders, where the
Board including the Chairman and external auditors are available during the AGM to answer questions raised
out from shareholders.

Corporate Transparency and Investor Relations

The Group strictly adheres to practices that promote and maintain transparency. The Company’s website,
www.bossini.com has been constantly updated in order to provide the investors and the public with

timely information about all aspects of the Company. The Company also holds regular press conferences
and meetings with financial analysts and investors, at which the Company’s management directly provides
relevant information and data to media, financial analysts, fund managers and investors, as well as answers
their queries. The Company’s management also attends overseas roadshows to meet and communicate with
fund managers and institutional investors to enable them to have a better understanding about the business
performance of the Group.
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