Report of Corporate Governance
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The Group remains committed to maintain a good standard of
corporate governance and the Board considers the maintenance
of effective corporate governance practices an essential factor
for the Group’s ongoing success and in enhancing shareholders’
value.

CODE ON CORPORATE GOVERNANCE PRACTICES
The Company has adopted the mandatory provisions of the Code
on Corporate Governance Practices (the “Code”] under appendix
14 of the Listing Rules. In the opinion of the Board, the Company
has complied with the Code throughout the year ended 31
December 2006. The Board will continue to review and monitor
its practices from time to time to ensure compliance with the
Code as well as to maintain and improve on them.

The Corporate governance practices adopted by the Group are
summarized below:

(a) Directors’ Securities Transactions

The Model Code for Securities Transactions by Directors
of Listed Issuer (the "Model Code") in Appendix 10 of the
Listing Rules has been adopted as the code on directors’
securities transaction for the Company. After having
made specific enquiry with all the Directors, each of them
confirms that he/she has complied in full with the Model
Code for the year ended 31 December 2006.

(b) Board of Directors
During the year in review, the Board was composed of
six members comprising the Chairman, Deputy Chairman,
Chief Executive Officer ("CEQ”) and three Independent
Non-executive Directors. As at the date of this report,
the board comprises two Executive Directors and four
Independent Non-executive Directors. Their biographical
details are set out on pages 13 to 14 of the Annual Report.

The Board is mainly responsible for overseeing the
management of the business affairs, the overall strategic
planning and development and reviewing financial and
internal control systems and financial performance of
the Group. Each Director has access to and had been
given timely information for consideration of the
businesses of the Group.
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Board of Directors (continued)
The attendance of each of the Directors is set out in the
following -

(b)
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No. of meetings attended/held

(c)

HEBITERRH

Audit Remuneration
Directors Board Committee Committee
BE EEg EREES" FHMEES
Executive Directors
HITES
Chan Tze Ngon (Chairman] 40/40 - -
BRFB(EE)
Wu Emmy (Deputy Chairman] 30/40 2/2 11
R (BIEE)
Tang Kin Hung (Chief Executive Officer) 21/40 - 11
Bt (T AR
Independent Non-executive Directors
BIAFHTES
Lo Siew Kiong, John 0.B.E., JP 2/2 1/ -
#ZEWOB.E - AFMT
Tai Benedict 12/12 2/2 -
Fu Yan Yan 21/40 2/3 2/2
1B R R
Wang Xi Ling 20/40 3/3 2/2
FTHFE

The Board met 40 times in total for the year ended 31
December 2006 of which four were regular meetings and
two out of the four regular meetings were full Board meetings
approving the interim and annual results of the Group. The
Board has also met to discuss material transactions made
during the year and conducted reviews of the effectiveness
of the financial and internal control systems of the Group.

Appropriate director and officer liability insurance cover has
been arranged in respect of legal actions against the directors.

Chairman and chief executive officer

Under the Code provision A.2.1, the roles of the Chairman
and Chief Executive Director ("CEO") should be separate
and should not be performed by the same individual.
Throughout the year ended 31 December 2006, the posts
of Chairman and CEQO were separately held by Mr. Chan
Tze Ngon and Mr. Tang Kin Hung respectively.
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Chairman and chief executive officer (continued)

As at the date of this report, the roles of Chairman and
CEO are both performed by Mr. Tse Michael Nam. The
Board considers Mr. Tse's experience and knowledge
crucial for the operation of its new business venture and
direction of the Group in the near future. The Board does
not believe that the current situation will impair the
balance of power and authority between the Group and
the management and does not currently propose to
separate the functions.

Independent Non-executive Directors

In compliance with Rule 3.10(1) and (2], the Company
has appointed three Independent Non-executive Directors
who have come from diverse and professional
backgrounds with one having professional accounting
qualification for the year ended 31 December 2006. As at
the date of this report, the Company has appointed an
additional Independent Non-executive Director who is
also a professionally qualified accountant.

The Independent Non-executive Directors were appointed
for a term of not more than two years from the date of
their appointment or re-election by Shareholders. Upon
every expiry of their term, the appointment would be
renewed for a term of not more than two years. Each of
the Non-executive Directors is subject to retirement by
rotation and re-election by Shareholders. The Company
has received from each of the Independent Non-executive
Directors annual confirmations as to their independence
and considers them to be sufficiently independent.

Remuneration Committee
A remuneration committee with specific written terms of
reference explaining its role and authority has been
established in June 2005.

The remuneration committee is responsible for ensuring
formal and transparent procedures for developing
remuneration policies and overseeing the remuneration
packages of the Executive Directors and senior
management and would make recommendations to the
Board in respect of the same. In fulfilling its functions,
the take
consideration factors such as salaries paid by comparable

remuneration committee would into

companies, respective time commitment and
responsibilities of the Directors and senior management
and whether the remuneration packages are competitively
attractive to retain the Executive Directors and senior

management.
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(g)

Remuneration Committee (continued)

For the year ended 31 December 2006, the remuneration
committee comprised 3 members, a majority of which
were Independent Non-executive Directors. As at the date
of this report, the Remuneration committee comprises
three Independent Non-executive Directors.

The remuneration committee would meet twice a year
and it has met in June and November for the year ended
31 December 2006.

Nomination Committee

The Company did not establish a nomination committee.
The Board considers that the appointing and removing of
Directors are the collective decision of the Board and
thus does not intend to adopt the recommended best
practice under Code A.4.4 to set up a nomination
committee.

Audit Committee

The audit committee was established in June 1999 with
clear terms of reference. The primary duties of the audit
committee include making recommendations to the Board
on the appointment, reappointment and removal of the
external auditors, approving the remuneration and terms
of engagement of the external auditors, reviewing and
monitoring the external auditors” independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standard, and reviewing the
financial information and accounting policies of the Group
as well as overseeing the Company’s financial and
internal control systems.

The composition of the audit committee as at the date of
this report is as follows: Ms. Wang Xi Ling, Mr. Fu Yan
Yan and Mr. Benedict Tai. All members of the audit
committee are Independent Non-executive Directors.

The audit committee has unrestricted access to the
auditors of the Company, senior members and employees
of the Group and may obtain outside legal or other
independent professional opinion. The audit committee
is also authorised to investigate any activity within its
terms of reference.

The audit committee has met three times for the year
ended 31 December 2006 for reviewing the annual and
interim results and the auditing and financial matters,
reviewing and discussing the accounting principles and
practices adopted by the Company, and the reviewing of
the financial and internal control systems of the
Company.
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(h) Auditors’ remuneration (h)

(i)

(j)

Nature of work

THEHEE

Amount

Kok

Very Substantial Disposal, Very Substantial Acquisition
HEERLE FFEEAKE

Audit Fee

EZEM

Internal Control
The Board acknowledges that it is responsible for

(i)

820,000
850,000
BB B

EFRNE HARRERRAEER
#5854 I - DA S

ensuring that a sound and effective internal control HERIFERZ o
system is maintained within the Group so as to safeguard REAEEEERARTEZKRE-EF
the Group's assets and its Shareholders’ investments at BRI ERE

all times. Pursuant to the provision 2.5 of the Code, the
Board reviewed the need for an internal audit function
and considered it appropriate to outsource the function.

Accordingly, Lawrence CPA Limited was engaged in
December 2006 to carry out an internal audit review of
the Company and its subsidiaries for the financial year
ended 31 December 2006 to enable the Company to
discharge its annual review responsibilities pursuant to
various provisions of the Code. The review covered the
financial, operational and compliance controls and risk
management functions of the Group.

Lawrence CPA Limited completed its internal audit review
and concluded satisfactorily that the internal control
systems of the Group including financial reporting,
operational and compliance controls and risk
management process are effective in safeguarding the
assets of the Group.

Directors’ responsibility for the financial statements
The Directors acknowledge their responsibilities for the
preparation of the financial statements of the Group and
ensure that the financial statements are prepared in
accordance with the statutory requirements and
applicable accounting standards. It is also the
responsibility of the Directors to ensure the timely
publication of the financial statements of the Group.

The statement of the external auditors of the Company
Lawrence CPA Limited on their reporting responsibilities
in respect of the financial statements of the Group is set
out on pages 29 and 30.

The Directors confirm that, to their best of their
knowledge, information and belief, having made all
reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may
cast significant doubt upon the Company’s ability to
continue as a going concern.
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