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CORPORATE GOVERNANCE REPORT

ERELRSE

CORPORATE GOVERNANCE PRACTICES

The Company has adopted the code provisions set out in the
Corporate Governance Code contained in Appendix 15 to the GEM
Listing Rules (“CG Code”) as its code of corporate governance.
During the Year, the Company has complied with all the applicable
code provisions as set out in the CG Code, except for the deviations
mentioned in the section headed “Chairman and chief executive
officer” on page 37 of this annual report.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all Directors, all Directors
have confirmed that they have complied with the required standard of
dealings and the code of conduct regarding securities transactions by
Directors adopted by the Company during the Year.

BOARD OF DIRECTORS

Composition of the Board

As at the date of this annual report, the Board consists of three
executive Directors namely Mr. Chan Wai Lung (who was appointed
on 8 June 2017), Ms. Lam Ching Yee and Ms. Lin Ting, two non-
executive Directors namely Mr. Fung Ka Lok Adams (who was
appointed on 19 May 2017) and Mr. Ng Wing Cheong Stephen,
and three independent non-executive Directors namely Mr. Lam
Kai Yeung, Ms. Lee Kwun Ling, May Jean and Mr. Zhong Shi (who
was appointed on 8 June 2017). Mr. Yuen Shiu Wai retired as an
independent non-executive Director with effect from 18 May 2017.
The Board was chaired by Mr. Ng Wing Cheong Stephen from
1 January 2017 to 7 June 2017 and by Mr. Chan Wai Lung from 8
June 2017 to 31 December 2017 and as at the date of this annual
report.

As at the date of this annual report, none of the Directors have any
relationship (including financial, business, family or other material/

relevant relationship) with each other.

The biographical details of all the Directors are set out on pages 48 to
52 of this annual report.
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Functions and responsibilities of the Board

The Board is collectively responsible for overseeing the management
of business, strategic decisions and financial performance of the
Company for the best interests of the Shareholders. The Board has
established various Board committees and has delegated to these
Board committees various responsibilities as set out in their respective
terms of reference. All Directors have carried out their duties in good
faith and in compliance with the standards of applicable laws and
regulations, and have acted in the interests of the Company and the
Shareholders as a whole at all times.

The Board takes responsibility for all major matters of the Company,
including the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management
systems, material transactions (particularly those that may involve
conflicts of interest), financial information, appointment of Directors
and other significant financial and operational matters.

During the Year, ten Board meetings were convened to perform the
above mentioned duties and responsibilities and details of attendance
of each Board member are set out in the section headed “Attendance
of Directors at Meetings” on page 42 of this annual report.

All Directors have full and timely access to all relevant information
as well as the advice and services of the company secretary of
the Company (“Company Secretary”), with a view to ensuring that
the Board’s procedures and all applicable rules and regulations
are followed. Each Director is normally able to seek independent
professional advice in appropriate circumstances at the Company’s
expense, upon making request to the Board.

Delegation of powers

The Board delegates the day-to-day management authority,
administration and operation of the Group to the executive Directors
and the senior management of the Group, while reserving certain key
matters in strategic decision making for its approval. When the Board
delegates certain aspects of its management and administration
functions to management, it gives clear directions as to the powers of
management, in particular, with respect to the circumstances where
management needs to report back to and obtain prior approval from
the Board before making decisions or entering into any commitments
on behalf of the Group. During the Year, the executive Directors
and the senior management of the Group provided all members of
the Board with monthly updates pursuant to code provision C.1.2
of the CG Code while the Board regularly reviewed its arrangement
on delegation of authority and responsibilities to ensure that such
delegations are appropriate in view of the Group’s prevailing
circumstances.
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Directors’ appointment and re-election

The appointment of a new Director is made on the recommendation of
the nomination committee (“Nomination Committee”) of the Company
or by the Shareholders in general meetings. Any Director appointed
by the Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his/her appointment and be
subject to re-election at such meeting. Any Director appointed by the
Board as an addition to the existing Board shall hold office only until
the next following annual general meeting of the Company and shall
then be eligible for re-election.

Each of the executive Directors and non-executive Directors has
entered into a service contract with the Company for an initial fixed
term of one year subject to termination, among others, by giving not
less than one month’s written notice on the date of their appointments
and ended on 31 December of each year. Each of the executive
Directors and non-executive Directors has been re-appointed for a
term of one year on the same terms commencing on 1 January 2018
and ending on 31 December 2018 (both days inclusive).

Currently, all independent non-executive Directors are appointed for
a specific term pursuant to code provision A.4.1 of the CG Code.
Mr. Lam Kai Yeung who has entered into a service contract with the
Company with a term of two years commencing from 24 June 2015
to 23 June 2017 (both days inclusive), has been re-appointed for the
period from 24 June 2017 to 31 December 2018 (both days inclusive).
Ms. Lee Kwun Ling, May Jean who has entered into a service
contract with the Company with a term of two years commencing
from 26 September 2015 to 25 September 2017 (both days
inclusive), has been re-appointed for the period from 26 September
2017 to 31 December 2018 (both days inclusive). Mr. Zhong Shi
has entered into a service contract with the Company commencing
from his date of appointment on 8 June 2017 to 31 December 2017
(both days inclusive), and he has been re-appointed for a term of 12
months commencing from 1 January 2018 to 31 December 2018
(both days inclusive). Mr. Yuen Shiu Wai who retired with effect from
18 May 2017, had entered into a service contract with the Company
for a term of two years commencing from 26 September 2015, which
ended on the date of his retirement.

All Directors are subject to retirement by rotation at least once every
three years pursuant to code provision A.4.2 of the CG Code. By
virtue of article 112 of the articles of association of the Company,
the Board shall have the power from time to time and at any time
to appoint any person as a Director either to fill a casual vacancy
on the Board or as an additional Director provided that the number
of Directors so appointed shall not exceed the maximum number
determined from time to time by the Shareholders in general meeting
of the Company.
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Pursuant to article 108(a) of the articles of association of the
Company, at each annual general meeting of the Company, one-third
of the Directors for the time being shall retire from office by rotation
and all such retiring Directors being eligible, will offer themselves
for re-election. Details of the Directors to be retired by rotation and,
where applicable, subject to re-election at the forthcoming annual
general meeting of the Company will be contained in the circular
to be despatched to the Shareholders in due course. None of the
Directors who are being proposed for re-election at the forthcoming
annual general meeting of the Company has a service contract with
the Company which is not determinable by the Company or any of its
subsidiaries within one year without payment of compensation, other
than statutory compensation.

Independent non-executive directors

Mr. Yuen Shiu Wai, who was an independent non-executive Director
and the chairman of the Remuneration Committee and a member of
each of the audit committee (“Audit Committee”) and the Nomination
Committee of the Company, retired as an independent non-executive
Director upon the conclusion of the Company’s annual general
meeting held on 18 May 2017. As a result, the Company had only
two independent non-executive Directors and two members in its
Audit Committee during the period from 18 May 2017 to 7 June
2017, the number of which fell below the respective minimum number
required under Rules 5.05(1) and 5.28 of the GEM Listing Rules.
Following the appointment of Mr. Zhong Shi as an independent non-
executive Director and a member of each of the Audit Committee,
the Remuneration Committee and the Nomination Committee of the
Company on 8 June 2017, the Company complied with Rules 5.05(1)
and 5.28 of the GEM Listing Rules.

Save as disclosed above, the Company has been in compliance with
Rules 5.05(1) and (2), and 5.05A of the GEM Listing Rules during
the Year. From 8 June 2017 to 31 December 2017, the Company
had three independent non-executive Directors, representing at
least one-third of the Board. Among the three independent non-
executive Directors, Mr. Lam Kai Yeung has appropriate professional
qualifications or accounting or related financial management expertise.

The Company has received from each of the independent non-
executive Directors an annual confirmation of his/her independence
pursuant to Rule 5.09 of the GEM Listing Rules and the Company
considers all the independent non-executive Directors are or have
remained independent.
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Board diversity policy

The Board has adopted a board diversity policy (“Board Diversity
Policy”) in accordance with the requirements set out in the CG Code.
Such policy aims to set out the approach to achieve diversity on
the Board. Accordingly, all Board appointments shall be based on
meritocracy, and candidates shall be considered against objective
criteria, having due regard for the benefits of diversity on the Board.
Selection of candidates shall be based on a range of diversity
perspectives, including but not limited to, gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision shall be
based on the merit and contribution the selected candidates could
bring to the Board. The Nomination Committee, from time to time,
oversees the implementation of the Board Diversity Policy, and
reviews, as appropriate, the policy to ensure the effectiveness of
the policy and continues to give adequate consideration to these
measurable objectives when making recommendations of candidates
for appointment to the Board.

Chairman and chief executive officer

According to code provision A.2.1 of the CG Code, the roles of the
chairman and the chief executive officer should be separate and
should not be performed by the same individual. During the Year, the
role of the chairman was performed by Mr. Ng Wing Cheong Stephen
(resigned as the chairman of the Board on 8 June 2017) followed by
Mr. Chan Wai Lung (appointed on 8 June 2017). During the Year, the
office of the chief executive officer of the Company remained vacated,
since the Company has not been able to identify a suitable candidate
for the position.

However, the Board will keep reviewing the current structure of the
Board from time to time and should any candidate with suitable
knowledge, skill and experience be identified, the Company will make
appointment to fill the position as appropriate.

Continuing professional development

According to code provision A.6.5 of the CG Code, all Directors shalll
participate in continuous professional development to develop and
refresh their knowledge and skills to ensure their contribution to the
Board remains informed and relevant.

During the Year, each of the Directors received regular updates and
presentations on changes and developments to the Group’s business
and to the legislative and regulatory environments in which the
Group operates, and was also encouraged to attend relevant training
courses. During the Year, each of Mr. Chan Wai Lung (appointed on
8 June 2017), Ms. Lam Ching Yee, Ms. Lin Ting, Mr. Fung Ka Lok
Adams (appointed on 19 May 2017), Mr. Ng Wing Cheong Stephen,
Mr. Lam Kai Yeung, Ms. Lee Kwun Ling, May Jean, Mr. Zhong
Shi (appointed on 8 June 2017) and Mr. Yuen Shiu Wai (retired on
18 May 2017) participated in appropriate continuous professional
development activities by way of attending training or reading
materials relevant to the Group’s business, the GEM Listing Rules
or directors’ duties, and provided his or her training records to the
Company on a yearly basis.
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Directors’ and officers’ liabilities insurance and
indemnity

The Company has arranged for appropriate insurance covering the
liabilities in respect of any legal action against the Directors that may
arise out of the corporate activities, so as to comply with the CG
Code. The insurance coverage is reviewed on an annual basis.

BOARD COMMITTEES

1. Audit Committee
The Company established the Audit Committee on 10
September 2013 with written terms of reference posted on
the websites of GEM and of the Company. Such written terms
of reference were revised and adopted by the Board on 29
December 2015 in accordance with the revised CG Code
taking effect on 1 January 2016. The primary duties of the Audit
Committee are, among other matters, to review the Company’s
financial information, and to monitor the Company’s financial
reporting system, risk management and internal control systems.

From 1 January 2017 to 17 May 2017, the Audit Committee
comprised three independent non-executive Directors, namely
Mr. Lam Kai Yeung, Ms. Lee Kwun Ling, May Jean and Mr.
Yuen Shiu Wai. From 18 May 2017 to 7 June 2017, the
Audit Committee comprised two independent non-executive
Directors, namely Mr. Lam Kai Yeung and Ms. Lee Kwun Ling,
May Jean. From 8 June 2017 to 31 December 2017 and as at
the date of this annual report, the Audit Committee comprised
three independent non-executive Directors, namely Mr. Lam Kai
Yeung, Ms. Lee Kwun Ling, May Jean and Mr. Zhong Shi. Mr.
Lam Kai Yeung has been the chairman of the Audit Committee
during the Year and as at the date of this annual report.

The Audit Committee has reviewed the accounting standards
and practices adopted by the Group and discussed with the
management about the internal control and financial reporting
matters for the Year. The Group’s quarterly, half-yearly and
annual results for the Year have also been reviewed by the Audit
Committee, which was of the opinion that the preparation of
such results complied with the applicable accounting standards
and that adequate disclosures have been made.

During the Year, six Audit Committee meetings were convened
and the details of attendance of each Audit Committee member
are set out in the section headed “Attendance of Directors at
Meetings” on page 42 of this annual report.
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Remuneration Committee

The Company established a Remuneration Committee on 10
September 2013 with written terms of reference in accordance
with the CG Code which are posted on the websites of GEM
and of the Company. The primary duties of the Remuneration
Committee are, among other matters, to review and make
recommendations to the Board on the terms of remuneration
packages of the executive Directors and senior management of
the Group and on the establishment of a formal and transparent
procedure for developing remuneration policy.

From 1 January 2017 to 17 May 2017, the Remuneration
Committee comprised an executive Director, Ms. Lam Ching
Yee, and two independent non-executive Directors, namely Ms.
Lee Kwun Ling, May Jean and Mr. Yuen Shiu Wai. From 18 May
2017 to 7 June 2017, the Remuneration Committee comprised
an executive Director, Ms. Lam Ching Yee, and an independent
non-executive Director, Ms. Lee Kwun Ling, May Jean. From
8 June 2017 to 31 December 2017 and as at the date of this
annual report, the Remuneration Committee comprised three
independent non-executive Directors, namely Mr. Lam Kai
Yeung, Ms. Lee Kwun Ling, May Jean and Mr. Zhong Shi.
The Remuneration Committee was chaired by Mr. Yuen Shiu
Wai from 1 January 2017 to 17 May 2017 and by Mr. Lam Kai
Yeung from 8 June 2017 to 31 December 2017 and as at the
date of this annual report.

During the Year, the Remuneration Committee has reviewed
and made recommendations to the Board on the remuneration
packages of the Directors and senior management, and
reviewed and approved certain new remuneration proposals
with reference to the Board’s corporate objectives and the
prevailing market conditions, assessed the performance of the
executive Directors and approved the terms of the executive
Directors’ service contracts.

During the Year, seven Remuneration Committee meetings were
convened and the details of attendance of each Remuneration
Committee member are set out in the section headed
“Attendance of Directors at Meetings” on page 42 of this annual
report.

Details of the remuneration of each of the Directors for the Year
are set out in note 14 to the consolidated financial statements.
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Nomination Committee

The Company established the Nomination Committee on 10
September 2013 with written terms of reference in accordance
with the code provisions set out in the CG Code which are
posted on the websites of GEM and of the Company. The
primary duties of the Nomination Committee are, among
other matters, to formulate nomination policy and make
recommendations to the Board on nomination and appointment
of the Directors and succession planning for the Directors.

From 1 January 2017 to 17 May 2017, the Nomination
Committee comprised a non-executive Director, Mr. Ng Wing
Cheong Stephen, and two independent non-executive Directors,
namely Ms. Lee Kwun Ling, May Jean and Mr. Yuen Shiu Wai.
From 18 May 2017 to 7 June 2017, the Nomination Committee
comprised a non-executive Director, Mr. Ng Wing Cheong
Stephen, and an independent non-executive Director, Ms. Lee
Kwun Ling, May Jean. From 8 June 2017 to 31 December
2017 and as at the date of this annual report, the Nomination
Committee comprised three independent non-executive
Directors, namely Mr. Lam Kai Yeung, Ms. Lee Kwun Ling,
May Jean and Mr. Zhong Shi. The Nomination Committee was
chaired by Mr. Ng Wing Cheong Stephen from 1 January 2017
to 7 June 2017 and by Mr. Lam Kai Yeung from 8 June 2017 to
31 December 2017 and as at the date of this annual report.

During the Year, three Nomination Committee meetings were
convened and details of attendance of each Nomination
Committee member are set out in the section headed
“Attendance of Directors at Meetings” on page 42 of this annual
report.

During the Year, the Nomination Committee has reviewed the
structure, size and diversity of the Board, reviewed the existing
Board Diversity Policy and its implementation and assessed the
independence of the independent non-executive Directors and
the annual confirmations on their independence. The Nomination
Committee also reviewed the nomination procedures,
process and criteria to select and recommend candidates for
directorship and made recommendations on the nomination and
appointment of new Directors.
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Compliance Committee

The Company established a compliance committee
(“Compliance Committee”) on 10 September 2013 with written
terms of reference which are posted on the websites of GEM
and of the Company.

At the date of this annual report, the Compliance Committee
comprises two executive Directors, namely Ms. Lam Ching
Yee (chairman) and Ms. Lin Ting. The principal duties of the
Compliance Committee include:

®* to establish, execute and maintain the compliance and
corporate governance system of the Group;

® to support and provide instructions to ensure that each
business unit of the Group can establish, execute and
maintain its compliance and corporate governance system;

® to produce the compliance manual of the Group and keep
it updated;

e to conduct education and training programmes on
compliance for the Group, including compliance seminars;

e to monitor the status of the compliance and corporate
governance system of the Group; and

* to investigate compliance problems of the Group and take
appropriate measures when one arises (it may instruct the
relevant department(s) to deal with the problem depending
on its nature).

During the Year, the members of the Compliance Committee
have, from time to time, been monitoring the status of the
compliance and corporate governance system of the Group,
and the Compliance Committee was of the view that there
was no compliance issue of the Group which required the
Compliance Committee to resolve by way of a meeting.
Therefore, no meeting of the Compliance Committee was held
during the Year.
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TEREINRS

ATTENDANCE OF DIRECTORS AT EEHESERENR
MEETINGS
Number of meetings attended/entitled to attend (note 1)
LR/ BREEEEREN)
Annual Extraordinary Audit Remuneration Nomination
general general Board Committee Committee Committee
meetings meetings meetings meetings meetings meetings

Director g2 RRAFAE RRIsEIRE B3883  ENZS093  FMzReeE  Rezsedd
Executive Directors #Es
M. Chan Wi Lung (note 2) REELE() NATEH N/A TR 44 NA TR N/ATER NA R
Ms. Lam Ching Yee (note 3) WL LHs) 1 i 1010 NA TR 5/5 NATER
Ms. Lin Ting HEXT 1 0/t 1010 N/A R N/A R NATER
Non-executive Directors FHrES
M. Fung Ka Lok Adams (note 4) BERLE(H) NATEH N/A TR 55 NA TR N/ATER NAZER
Mr. Ng Wing Cheong Stephen (nofe 5~ R&E %A (475) 1 1 1010 NATER N/ATER 33
Independent non-executive Directors B TES
M. Lam Kai Yeung (note 6) WEBLE(Hite) 01 o 810 6/6 202 NATEH
Ms. Lee Kwun Ling, May Jean FEIRT 11 0 Mo 516 6/7 33
Mr. Zhong Shi (note 7) BEREWT) NATEH N/A TR 34 33 202 NAZER
. Yuen Shiu Wai (note 8 REAREEW8) 01 o 34 33 23 1
Notes: Mt -

1.

Attendances of the Directors appointed/resigned/retired during the Year
were made by reference to the number of such meetings held during their
respective tenures.

Mr. Chan Wai Lung was appointed as an executive Director and chairman of
the Board with effect from 8 June 2017.

Ms. Lam Ching Yee resigned as a member of the Remuneration Committee
with effect from 8 June 2017.

Mr. Fung Ka Lok Adams was appointed as a non-executive Director with
effect from 19 May 2017.

Mr. Ng Wing Cheong Stephen resigned as the chairman of the Nomination
Committee with effect from 8 June 2017.

Mr. Lam Kai Yeung was appointed as the chairman of each of the
Remuneration Committee and the Nomination Committee with effect from 8
June 2017.

Mr. Zhong Shi was appointed as an independent non-executive Director, and
a member of each of the Audit Committee, the Remuneration Committee and
the Nomination Committee with effect from 8 June 2017.

Mr. Yuen Shiu Wai retired as an independent non-executive Director, the
chairman of the Remuneration Committee and a member of each of the Audit
Committee and the Nomination Committee with effect from 18 May 2017.
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ACCOUNTABILITY AND AUDIT

Directors’ and auditors’ responsibilities for the
consolidated financial statements

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group for each financial
period to give a true and fair view of the state of affairs of the Group
and of the results and cash flows for that period. In preparing the
consolidated financial statements for the Year, the Board has selected
suitable accounting policies and applied them consistently, made
judgments and estimates that are prudent, fair and reasonable and
prepared the consolidated financial statements on a going concern
basis. The Directors are responsible for taking all reasonable and
necessary steps to safeguard the assets of the Group and to prevent
and detect fraud and other irregularities. The Directors continue to
adopt the going concern approach in preparing the consolidated
financial statements of the Group and 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.

The reporting responsibilities of the Company’s external auditor, PKF
Hong Kong Limited, is set out in the section headed “Independent
Auditor’s Report” on pages 79 to 85 of this annual report.

Change of auditor

With effect from 6 December 2017, PKF has resigned as auditor of
the Company due to its internal reorganisation which resulted in its
change of entity status from a partnership to a limited company under
the name of PKF Hong Kong Limited. Following the resignation of
PKF, PKF Hong Kong Limited has been appointed as the new auditor
of the Company.

During the Year, the Board did not take a different view from the Audit
Committee on the appointment of external auditors.

Auditors’ remuneration

During the Year, the remuneration paid or payable to the Group’s
external auditors, for the audit and non-audit services provided
amounted to approximately HK$500,000 and HK$104,000
respectively. The non-audit services comprised fees for the taxation
review and for other reporting services.
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CORPORATE GOVERNANCE FUNCTIONS

The Board has not established a corporate governance committee.
According to code provision D.3 of the CG Code, the Board is
responsible for performing the corporate governance duties of
the Company. The Board shall have the following duties and
responsibilities for performing the corporate governance duties of the
Company:

* to develop and review the policies and practices on corporate
governance of the Group and make recommendations;

* to review and monitor the training and continuous professional
development of Directors and senior management;

e to review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements;

e to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to Directors and
employees; and

* to review the Company’s compliance with the CG Code and
disclosure in the corporate governance report of the Company.

The Board has reviewed the Company’s policies and practices on
corporate governance and compliance with the CG Code, reviewed
and monitored the training and continuous professional development
of Directors and senior management, and reviewed and monitored
the Group’s policies and practices on compliance with legal and
regulatory requirements during the Year as well as the disclosures in
this Corporate Governance Report.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges its responsibility for the effectiveness of
the Group’s risk management and internal control systems on an
ongoing basis. The main features of the risk management and internal
control systems of the Group include the identification of risks, the
assessment and evaluation of risks, the development and continuous
updating of mitigation measures, and the ongoing review of internal
control procedures to ensure their effectiveness. The Group has also
established organisational structure in such control systems, clearly
defining the power and obligations of each department in the Group,
in order to protect the Group’s assets against improper use and
ensure compliance with rules and regulations. Such risk management
and internal control systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can
only provide reasonable but not absolute assurance against material
misstatement or loss.

The Company has an internal control manual containing policies on
information disclosure which is applicable to all employees of the
Company and regularly reminded Directors and employees to properly
comply with relevant policies on inside information while notifying the
Directors (who are also the senior management of the Group) and
employees the latest guidance announced by the regulatory body
on such information disclosure from time to time to keep all of them
abreast of the latest information. In addition, the Board has in place
an internal audit function within the Group as required under code
provision C.2.5 of the CG code.

Process used to identify, evaluate and manage
significant risks

The Group’s risk management process involves the identification,
evaluation, response, monitoring and reporting of risks. After risks
that may potentially affect the Group’s business and operations are
identified by the management of the Company, the Board will perform
risk assessment by prioritising risks identified to determine key risks
exposed to the Group and discuss measures to mitigate such key
risks. Besides, existing risk mitigation measures are subject to regular
monitoring by the management of the Company, which will review
the Group’s risk management strategies, and report such results and
make appropriate suggestions to the Board.
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During the Year, to strengthen the risk management and internal
control of the Group, the Company has engaged an independent
professional adviser (“Internal Control Adviser”) to perform
independent appraisal of the adequacy and effectiveness of certain
subsidiaries’ risk management and internal control system for the
Year. Such review is conducted annually. The scope of review
for the Year included procurement and expenditure cycle, cash
management and treasury cycle of certain operating subsidiaries.
The Internal Control Adviser has reported major findings and areas
for improvement to the Audit Committee. All recommendations from
the Internal Control Adviser would be followed up closely to ensure
that they are implemented within a reasonable period of time. The
Board is of the opinion that the Group’s risk management and internal
control systems are effective and adequate and that nothing has
come to its attention to cause the Board to believe the Group’s risk
management and internal control systems are inadequate. The Board
have also considered the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Company’s
accounting and financial reporting function.

The Group believes that good corporate governance practices are
very important for maintaining and promoting investor confidence
and for the sustainable growth of the Group. The Group has
therefore made continued efforts to uplift the quality of its corporate
governance.

COMMUNICATIONS WITH SHAREHOLDERS
AND INVESTORS

The Company communicates with the Shareholders, the potential
investors or the investment community (collectively, “Investors”) of the
Company mainly in the following ways:

(@ the holding of annual general meetings and extraordinary general
meetings, if any, which may be convened for specific purposes
and provide opportunities for the Shareholders and Investors to
communicate directly with the Board;

(b) the publication of quarterly, interim and annual reports, circulars,
announcements and notices of Shareholders’ meetings as
required under the GEM Listing Rules and/or press releases of
the Company providing updated information of the Group; and

(c) the provision of the latest information of the Group on the
websites of GEM and of the Company.

Pursuant to article 65 of the articles of association of the Company,
the annual general meetings or extraordinary general meetings of the
Company called for the passing of a special resolution shall be called
by at least 21 days’ notice in writing. The meetings of the Company
other than an annual general meeting or an extraordinary general
meeting for the passing of a special resolution shall be called by at
least 14 days’ notice in writing.
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SHAREHOLDERS’ RIGHTS

Convening an extraordinary general meeting by
Shareholders

Pursuant to article 64 of the articles of association of the Company,
any one or more Shareholders holding, at the date of deposit of
the requisition, not less than one tenth of the paid up capital of
the Company having the right of voting at general meetings of the
Company shall at all times have the right, by requisition in writing to
the Board or the Company Secretary, to require an extraordinary
general meetings to be called by the Board for the transaction of
any business specified in such requisition. Such meeting shall be
held within two months after the deposit of such requisition. If within
21 days of such deposit, the Board fails to proceed to convene
such meeting, the requisitionist(s) himself/herself/themselves may
do so in the same manner, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Procedures for sending enquiries and proposals to
the Board

Shareholder(s) may send their enquiries and/or put forward proposals
to the Company, for attention of the Board or the Company Secretary,
by posting the same to Office P, 21/F., Kings Wing Plaza 1, No. 3 On
Kwan Street, Shatin, New Territories, Hong Kong.

For the avoidance of doubt, Shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
law.

COMPANY SECRETARY

Ms. Wong Kei Lam, the financial controller of the Company, is also
the Company Secretary. She has undertaken not less than 15 hours
of relevant professional training to update her skills and knowledge
during the Year.

CONSTITUTIONAL DOCUMENTS

During the Year, there was no significant change to the memorandum
and articles of association of the Company.
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