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CORPORATE GOVERNANCE
PRACTICES

The Board has adopted the key provisions of the Code
of Corporate Governance Practices (the “CGP Code”)
as set out in Appendix 14 to the Listing Rules, which
provides guidelines to reinforce our corporate
governance principles. Continuous efforts are made to
review and enhance the Group’s internal control policy
and procedures in light of local and international
developments to instill best practices. The Company had
complied throughout the year ended 30 June 2006 with
all the code provisions of the CGP Code, except that
the non-executive directors were not appointed for a
specific term. However, they are subject to retirement
by rotation and re-election at the annual general meetings
of the Company pursuant to the articles of association
of the Company. As such, the Company considers that
such provisions are sufficient to meet the underlying

objectives of the relevant provisions of the CGP Code.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”)
as the code of conduct regarding directors’ securities

transactions.

Having made specific enquiry of all directors of the
Company, they have complied with the required standard

set out in the Model Code for the year.
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BOARD OF DIRECTORS

Composition of the Board

The directors of the Company during the year and up to
the date hereof are set out in the Directors’ Report on

page 40.

Board Meetings and Attendance

During the year, four board meetings were held.
Mr. NG Ping Kin, Peter, Mr. LEUNG Wai Fung,
Dr. WHANG Sun Tze, Mr. LO Kwong Chi, Clement,
Mr. KWEK Leng Hai, Mr. TAN Lim Heng, Mr. James
ENG, Jr., Mr. TSANG Cho Tai and Mr. HO King
Cheung attended all four meetings. Mr. WHANG Tar
Choung (personally or represented by his alternate
director, Mr. YONG Weng Chye) and Mr. DING Wai
Chuen attended three meetings. Mr. TAKAGI Shigeyoshi
who resigned on 12 May 2006 (personally or represented
by his alternate director, Mr. IKEDA Hiromi) attended
two meetings. Mr. Matsumura Hirokazu who was
appointed on 12 May 2006 (personally or represented
by his alternate director, Mr. IKEDA Hiromi) attended

one meeting.

Operations of the Board

The Board determines the corporate mission and broad
strategies, monitors and controls operating and financial
performance and sets appropriate policies to manage
risks in pursuit of the Group’s strategic objectives.
Decisions involving financial statements, dividend
policy, material contracts and major investments and
divestments are reviewed and subject to approval by the
Board. Other main roles of the Board are to ensure that
adequate internal control systems and management
information systems are in place, including being in
compliance with every aspect of provisions of applicable
laws, regulations, rules, directives and guidelines to
create value for its shareholders, to ensure that the
Company has adequate management to achieve the

Company’s strategic objectives.
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BOARD OF DIRECTORS (continued)

Independence of the Independent Non-Executive

Directors

The Company received confirmation of independence
from each of the independent non-executive Directors
for the year pursuant to Rule 3.13 of the Listing Rules.
Up to and as at the date of this report, the Company
still considers the independent non-executive Directors

independent.

Relationship among the Members of the Board

The family relationship among the members of the Board
are disclosed under “Directors’ Profile” on pages 23 to

29 of this annual report.

CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer are
undertaken independently by Mr. WHANG Tar Choung
and Mr. LEUNG Wai Fung respectively.

Mr. WHANG Tar Choung is primarily responsible for
ensuring the efficient functioning of the Board, which
focuses on the Group’s broad strategic direction and
macro oversight of the management. Mr. LEUNG Wai
Fung is responsible for the management of the Company
in accordance with the strategies approved by the Board

of Directors.
NON-EXECUTIVE DIRECTORS

The non-executive directors are not appointed for a
specific term but their terms of office are subject to
retirement by rotation and re-election at the annual
general meetings in accordance with the Company’s

articles of association.
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REMUNERATION OF DIRECTORS

The Remuneration Committee (“RC”) was established
on 1 July 2005 with written terms of reference made
pursuant to the relevant provisions of the CGP Code.
The terms of reference of the RC adopted by the Board
are available on the Company’s website

(www.lamsoon.com).

The RC comprises of Messrs. KWEK Leng Hai
(Chairman), LO Kwong Chi, Clement and DING Wai
Chuen, two of whom are independent non-executive

directors of the Company.

The principal role of the RC is to make recommendations
to the Board on the policy and structure for all
remuneration of directors and senior management, and
to determine the specific remuneration packages of the
executive director and all senior management, including
benefits in kind, pension rights and compensation
payment, including any compensation payable for loss
or termination of their office or appointment, and making
recommendations to the Board of the remuneration of
non-executive directors. The RC would also consider
factors such as salaries paid by comparable companies,
time commitment and responsibilities of the directors,
employment conditions elsewhere in the Group and

desirability of performance-based remuneration.

During the year, three RC meetings were held, which
were attended by all members. At these meetings, the
remuneration packages of the executive director and

senior management for the year were reviewed.
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CORPORATE GOVERNANCE REPORT (continued)
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NOMINATION OF DIRECTORS

The Board is responsible for the selection and
recommendation of candidates for directorship of the
Company. Reference would be made to the skills,
experience, professional integrity and time commitments
of the proposed candidate, the Company’s needs and
other applicable statutory requirements. The Board would
also review the size, structure and composition of the
Board.

During the year, at one of the meetings of the board of
directors, nomination of director to the Board was

reviewed and discussed.

AUDITORS’ REMUNERATION

For the year ended 30 June 2006, the external auditors
of the Group charged approximately HK$1,511,000 for
annual audit service and there was no non-audit service

rendered by the external auditors.

AUDIT COMMITTEE

The Board Audit Committee (“BAC”) was established
in December 1998 with written terms of reference. On 1
July 2005, the terms of reference were revised to align
with the provisions under the CGP Code. The terms of
reference of the BAC are available on the Company’s

website (www.lamsoon.com).

The BAC comprises of Messrs. NG Ping Kin, Peter
(Chairman), LO Kwong Chi, Clement, TSANG Cho Tai
and DING Wai Chuen, three of whom are independent

non-executive directors of the Company.
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AUDIT COMMITTEE (continued)

The BAC oversees the financial process and the
adequacy and effectiveness of the Company’s system of
internal control. The BAC meets with the Company’s
external auditors and the internal auditors for their
evaluations of the internal control system. It also reviews
interests in contracts and connected transactions. The
BAC reviews the financial statements of the Company
and the consolidated financial statements of the Group
and the auditors’ report thereon and submits its views
to the Board.

During the year, four BAC meetings were held, which
were attended by all members. The following is a
summary of the work performed by the BAC during the

year:

— reviewed the adequacy and effectiveness of the
Group’s systems of internal control and enterprise

risk management;

— reviewed the consolidated financial statements of

the Group and results;

— reviewed the external auditors’ report thereon;

— reviewed the appropriateness of the Group’s

accounting policies;

— reviewed at various times the potential impact of
the generally accepted accounting principles in

Hong Kong on the Company’s accounts; and

— reviewed and recommended to the Board on the
approval of the external audit fee proposal for

the Group.

A statement by the external auditors on their reporting
responsibilities is set out on pages 59 to 60 of the annual

report.

The directors of the Company have acknowledged their

responsibility for preparing the accounts for the year.
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CORPORATE GOVERNANCE REPORT (continued)
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INTERNAL CONTROL

The internal control system is designed to facilitate the
effectiveness and efficiency of operations, safeguard
assets against unauthorised use and disposition, ensure
the maintenance of proper accounting records and the
truth and fairness of the financial statements, and ensure
compliance with relevant legislation and regulations. It
provides reasonable, but not absolute, assurance against
material misstatement or loss and manages rather than

eliminates risks associated with its business activities.

The Board, recognising its responsibilities in ensuring
sound internal controls, has developed a risk

management framework for the Group to assist in:

— identifying the significant risks faced by the
Group in the operating environment as well as

evaluating the impact of such risks identified;

— developing the necessary measures for managing

these risks; and

— monitoring and reviewing the effectiveness of

such measures.

The Board has entrusted the BAC with the responsibility
to oversee the implementation of the risk management
framework of the Group. In discharging this
responsibility, the BAC, assisted by the Group Internal
Audit Department:

— periodically evaluates identified risks for their
continuing relevance in the operating environment

and inclusion in the risk management framework;

— assesses adequacy of action plans and control

systems developed to manage these risks; and

— monitors the performance of management in
executing the action plans and operating the

control systems.
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INTERNAL CONTROL (continued)

These on-going processes have been in place for the
year under review, and reviewed periodically by the
BAC.

The controls built into the risk management framework
are intended to manage and not expected to eliminate
all risks of failure to achieve business objectives but to
provide reasonable and not absolute assurance against
material misstatement of management and financial

information or against financial losses and fraud.

In the associated companies and jointly controlled
companies, the Board nominates representatives to sit
as directors and take a proactive stance in assessing the
performance of the entity with the goal of safeguarding
the investment of the Group. Where practical, the Group
may request functional, financial and operating
information as well as assurance that such information
have been prepared in accordance with reporting
standards and have been derived from control

environments acceptable to the Group.

The Board, through the BAC, has conducted an annual
review on the Group’s internal control system and
considers that it is adequate and effective. The Board is
satisfied that the Group has fully complied with the code
provisions on internal controls as set out in the CGP
Code.
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