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The Company has complied throughout the year with the Code of

Best Practice as set out in Appendix 14 to the Rules Governing the

Listing of Securities on the Stock Exchange (the “Listing Rules”).

Directors’ securities transactions

The Company has adopted the Mode Code set out in Appendix 10 to

the Listing Rules regarding securities transactions by directors on terms

no less exacting than the required standard. Having made specific

enquiry of all directors, all directors have confirmed that they had

complied with the required standard set out in the Model Code and its

code of conduct regarding directors’ securities transactions during the

period.

Board of Directors

The main duty of the board of directors is to act in good faith for the

benefit of the Company as a whole with proper delegation to the

management of the Company according to the Articles of the

Association of the Company.

The directors of the Company during the year and up to the date of

this report were:

Executive directors:

Kwok King Yan Edmund (appointed on 11 November 2005)

Independent non-executive directors:

Sun Juyi

Chiu Ching Katie (appointed on 9 June 2005)

Hin Yat Ha (appointed on 9 June 2005)

The term of the independent non-executive directors is one year and

eligible for re-election.
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The directors resigned during the year are:

Executive directors

Isao Matsushima (appointed on 25 July 2005

resigned on 31 August 2006)

Sosuke Kawanishi (appointed on 4 October 2005

resigned on 2 June 2006)

Kiyohisa Nanri (appointed on 4 October 2005

resigned on 18 April 2006)

Osamu Nakano (appointed on 4 October 2005

resigned on 9 October 2006)

Ryutaro Okada (appointed on 2 December 2005

resigned on 2 June 2006)

Independent non-executive directors

A total of 18 board meetings had been held in 2006. The following is

a summary of the attendance of board meetings of each Director:

Remuneration

Board meeting Audit Committee Committee

Director

Isao Matsushima 8

Sosuke Kawanishi 5

Osamu Nakano 9

Kwok King Yan Edmund 14

Ryutaro Okada 5

Kiyohisa Nanri 3

Sun Juyi 6 2 1

Chiu Ching Katie 5 2 1

Hin Ya Ha 5 2 1

(Isao Matsushima)

(Sosuke Kawanishi)

(Kiyohisa Nanri)

(Osamu Nakano)

(Ryutaro Okada)

18

The Board regularly met during the year and on an ad hoc basis as

required by business needs. The Board’s primary purpose is to

determine and review the overall strategic development of the Company

and to oversee the achievement of the plans in relation thereto. Daily

operational decisions are delegated to the Executive Directors.
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Chairman and Chief Executive Officer

The Company has no separation of the role of chairman and chief

executive officer as set out in the code provision A.2.1. During the year

ended 31 December 2006, the roles of both the Chairman and the

Chief Executive Officer were performed by Mr. Isao Matsushima until

his resignation on 31 August 2006. The Board will separate the roles

of the Chairman and the Chief Executive Officer upon identification of

suitable candidates to take up the posts.

Independence of independent non-executive
directors

The Company has complied with the Listing Rules relating to the

appointment of a sufficient number of independent non-executive

directors (“INEDs”) and at least one independent non-executive director

with appropriate professional accounting or financial management

experience. The Company has received, from each of the INEDs, an

annual confirmation of his independence pursuant to Rule 3.13 of the

Listing Rules. The Company considers all of the INEDs are independent.

The INEDs of the Company are independent of the management and

free of any relationship that could potentially interfere with the exercise

of their independent judgments. None of the INEDs has any business

or financial interests with the Company nor has any relationship with

other directors.

Remuneration Committee

The company had established a Remuneration Committee to review

with terms of reference in line with the code provisions. A meeting is

held to review and evaluate the share options granted to the executive

directors and employees of the Company. The terms of reference of

the Remuneration Committee is summarized as follows:

• To make recommendations with respect to the remuneration of

the Executive Directors and the senior management of the

Company for approval by the Board;

A.2.1.

3.13

•
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• To review the remuneration package and recommend salaries,

bonuses, including the incentive awards for Directors and the

senior management; and

• To administer and make determinations with regard to the

Company’s share option scheme.

The remuneration committee annually sets out its recommendations

on the remuneration package of the Executive Directors. In determining

the package for a Director, the Remuneration Committee considers

various factors, including market comparability, complexity of duties,

and performance. For financial year ended 31 December 2006, the

remuneration committee has reviewed and recommended to the Board

the salary packages of the Executive Directors and the senior

management.

In order to attract, retain, and motivate executives and key employees

serving the Company, the Company has adopted a share option scheme

in 2003. Such incentive scheme enables the eligible persons to obtain

an ownership interest in the Company and thus to reward the

participants who contribute to the success of the Company’s operations.

Audit Committee

The Company has established an Audit Committee with written terms

of reference in compliance with the Code of Best Practice set out in

Appendix 14 of the Listing Rules and adopted with reference to “A

Guide for Effective Audit Committees” published by the Hong Kong

Institute of Certified Public Accountants. The Audit Committee of the

Company comprises all of the three INEDs. Each member brings to

the Committee their respective valuable experience in reviewing

financial statements and evaluating significant control and financial

issues of the Company who among themselves posses a wealth of

management experience in the accounting profession, commercial

and legal sectors. The Audit committee had held two meetings during

the year to review and approve the interim result of 2006 and audited

financial statements of 2005 of the Company with the management

and external auditor.

•

•
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The main duties of the Audit Committee are as follows:

• To review the annual financial statements before they are

submitted to the Board for approval;

• To make recommendations to the Board on, the appointment,

the reappointment and removal of the external auditors, and

approve the remuneration and terms of engagement of the

external auditors, and any questions of resignation or dismissal

of that auditors;

• To review and monitor the external auditors’ independence and

objectivity and the effectiveness of the audit process in

accordance with applicable standards;

• To review the Company’s financial controls, internal controls, and

risk management systems;

• To review the Company’s financial and accounting policies and

practice;

• To review and monitor the effectiveness of the internal audit

function; and

• To review the terms and conditions of continuing connected

transactions of the Company.

The Directors acknowledge their responsibilities for preparing the

financial statements.

Auditor’ remuneration

The auditors’ remuneration for the year is HK$1,060,000 which is

related to audit services.

•

•

•

•

•

•

•

1,060,000
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Nomination of Directors

The Board is responsible for considering the suitability of an individual

to act as a Director, and approving the terminating and appointment of

a Director. The Company has not established a Nomination Committee.

The Company does not have any plans to set up a Nomination

Committee considering the small size of the Board.

The Chairman/chief executive is responsible for identifying suitable

candidates for appointment as a member of the Board when there is

a vacancy or an additional Director is considered necessary. The

Chairman/chief executive proposes the appointment of such candidates

to each member of the Board for Consideration. Each member of the

Board will review the qualifications of the relevant candidates for

determining the suitability to the Company on the basis of his or her

qualifications, experiences and work background.


