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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining good corporate governance and
has adopted the code provisions set out in the Code on Corporate
Governance Pracfices (the “Code”] in Appendix 14 of the Rules Governing the
Listing of Securities (the “Listing Rules”). For the financial year ended 31 March
2006, the Company has complied with the Code save for the following
deviations:

Code Provision A4.1 stipulates that non-executive directors should
be appointed for a specific term subject to re-election.

The independent non-executive directors of the Company are not appointed
for a specific term but are subject fo refirement by rofation and re-election af the
annual general meefing in accordance with the Bye-laws of the Company. As
such, the board of directors of the Company (the “Board”] is of the view that
the non-executive directors of the Company need not be appointed for a
specific ferm.

Code Provision A4.2 stipulates every director should be subject to
retirement by rotation at least once every three years.

According fo the Bye-laws of the Company, at each annual general meeting,
one third of the directors shall retire from office by rotation provided that
notwithstanding anything therein. The chairman of the Board and the
managing director of the Company shall not be subject to retirement by
rofation or faken info account in determining the number of directors fo refire.
As continuation is a key factor fo the successful long term implementation of
business plans, the Board believes that the roles of the chairman and the
managing director provide the Group with strong and consistent leadership
and allow more effective planning and execution of long-term business
strategy. As such, the Board is of the view that the chairman of the Board and
the managing director of the Company should not be subject fo refirement by
rofation.

DIRECTORS" SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of listed Issuers in Appendix 10 of the Listing Rules ("Model Code”)
as the code of conduct regarding directors’ securities fransactions. Having
made specific enquiry, all the Directors have confirmed that they have fully

complied with the required standard set out in the Model Code for the year
ended 31 March 2006.
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BOARD OF DIRECTORS

The Board of Directors (the “Board”) of the Company oversees the
management, businesses, sirategic directions and financial performance of the
Group. The Board has delegated the day-to-day responsibility to the Executive
Directors and senior management who perform their duties under the
leadership of the Managing Director.

The Board comprises a tofal of nine Directors, with six Executive Directors,
being Mr. Francis Cheung, Mr. Fung Chiu Chak, Victor, Mr. David Chien, Miss
Jennifer Kwok, Mr. Chiu Chin Hung and Mr. Wong Kay and three independent
Non-executive Directors, being Mr. Fan Chor Ho, Paul, Mr. Chau Cham Son
and Mr. Tse Man Bun.

The Board meets at least four times a year and additional meetings will be held
as and when required. During the financial year ended 31 March 2006, the
Board held four meetings (save for the executive Board meetings held between
the executive Directors during the normal course of business of the Company).
The Company Secretfary assists the Chairman in establishing the meeting
agenda and each Direcfor may request inclusion of items in the agenda. A
nofice of at least 14 days is given to all Directors for all Board meetings.
Relevant information is circulated to all Directors normally three days in
advance of the Board meefings.

The members of the Board and the attendance of each member are as follows:

R
Number of
= Directors attendance
HiTESE
Executive REEERE () M. Francis Cheung (Chairman) 4/4
Directors SRR A Mr. Fung Chiu Chak, Victor 4/4
(BIEEFEFBICTE) (Vice-Chairman & Managing Director)
BHE A Miss Jennifer Kwok 4/4
HEELEE M:r. Chiu Chin Hung 3/4
50K &) St & Mr. David Chien 1/4
BERAL Mr. Wong Kay 1/4
EHTES
Non-executive BEELE Mr. Fan Chor Ho, Paul 3/4
Directors B 44 S A Mr. Chau Cham Son 4/4
HW S E Mr. Tse Man Bun 4/4

EXRKZEC RN CHEEFE -
MERZERTHBNESZTRARZEGE]
AHEBEERRBERBERH  UHEERX
ER - MASHELEARANERT  IH
REELRBH -

Board and committee minutes are recorded in appropriate defails and draft
minutes are circulated to all Directors and committee members for comments
before being approved by the Board and committee. All minutes are kept by
the Company Secrefary and are open for inspection by the Directors.

2005/2006 Annual Report
TYSAN HOLDINGS LIMITED




EER (&)

ARRIEEB EMAAFEINBFREELES
UHNTEFZFEEABUER - EFR
RBA - ERBUFNTEEEMR LA
HHEEYL - MEFHFE LMRAHRTE
2B TEBILIRNT

EEREMEZHLEHME - £ - KX
HiEX/EHBE -

TERESREE

ITEREFREBRABESSR  THTAE
{ERIA LI - bR REREN R BHEESF
B -

RREELERADFAZEIE  AEHIEASE
B KR - BRERIEREBERRTH
REERERANERESR  BEMEE
AREEZEHEEL®H  URERRE
REERRFZR -

BHEEERARFZEIFEREZTARL
B AEARBEZREAEIAREENIAR
BE - RENTEERSEEEABRZHE
T BEENAKEZREAENXBR

=

7

BEREE

i

ENZBeRAFHRERARB 2 HHBR
HRFRAMEZHE BRAKE M
BREETER  TRESRREHEZELE
E/ o

EREECENMRN-NWNET—RAZ=+H
HRY  UHRARZZEZERFNLAZTHE
WTBESE  UFETAZHAE - %%
BeR=-RREBLELE BAELEER
JMXWREEK - WEHRARRA 2B
HWOIEE - BRZESLENEIERS

BrEETEBELELR - BIERER
#MXWERERBEEE 2t BRN B ER
R UHELEMBRREI2MEZBE - A
AMENMREREZEGIME -

R RN

CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (Cont'd)

The Company has received the annual written confirmation of independence
from all the independent non-executive Directors in accordance with Rule 3.13
of the Listing Rules. The Board is of the view that all the independent Non-
executive Directors are independent in character and judgement and that they
all meet the specific independence criteria as required by the Listing Rules.

The Board members have no financial, business, family or other material /
relevant relationship with each other.

CHAIRMAN AND MANAGING DIRECTOR

There is a clear division on the roles of chairman and managing director which
are performed by different individuals. This ensures balance distribution of
power and authority.

Mr. Francis Cheung is the Chairman of the Company and is responsible for the
formation of the Group's sfrafegies, overall policy making, and direction of ifs
business development. He is responsible for the leadership and effective
running of the Board and ensuring that all significant and key issues are
discussed and where required, resolved by the Board in o timely manner.

M. Fung Chiu Chak, Victor, who is the Vice-Chairman and Managing Director
of the Company, is responsible for the strategic planning as well as the general
and project management of the Group. He is responsible to implement the
Group's strategy to achieve business objectives with the assistance of the
Executive Directors and senior management.

AUDIT COMMITTEE

The Audit Committee is responsible for reviewing and supervising the financial
reporting process and infernal control system of the Group, reviewing the
Group's financial information and compliance and providing advice and
comments to the Board.

The Audit Committee was first established on 25 November 1999 and has
recently adopted new terms of reference on 20 September 2005 in order to
comply with the requirements of the Code. The Audit Committee comprises
three members, Mr. Fan Chor Ho, Paul, Mr. Chau Cham Son and Mr. Tse Man
Bun, who are independent non-executive directors of the Company. All
members of the Audit Committee possess in-depth experience in their own
profession. Mr. Fan Chor Ho, Paul and Mr. Tse Man Bun possess appropriate
accounting or relevant financial management expertise and meet the
requirements of Rule 3.21 of the Listing Rules. The Company Secrefary is the
secretary of the Audit Committee.
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AUDIT COMMITTEE (Cont'd)

During the financial year ended 31 March 20006, the Audit Committee held
fwo meetings. Members of the Audit Committee and the attendance of each

member are as follows:

Directors Attendance
Mr. Fan Chor Ho, Paul 2/2
(Chairman of the Audit Committee)

Mr. Tse Man Bun 2/2
Mr. Chau Cham Son 1/2

During the year, the works performed by the Audit Committee were mainly set

out below:

reviewed the Group's interim results for the six months ended 30
September 2005 and the annual results for the year ended 31 March
2006

reviewed and discussed with the external auditors over the financial
reporting of the Group

reviewed with the management the accounting principles and practices

adopted by the Group

discussed with the management in relafion to auditing, infernal control
and financial reporting matters

reviewed the connected transactions entered info by the Group during
the year

made recommendation fo the Board on the re-appointment of external
auditors and reviewed and approved the remuneration of external
auditors

2005/2006 Annual Report
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REMUNERATION COMMITTEE

The Company established a Remuneration Committee on 20 September 2005
in accordance with the requirements of the Code. The Remuneration
Committee comprises one executive Director, Mr. Francis Cheung (chairman of
the Remuneration Committee) and two independent non-executive Directors,
namely Mr. Fan Chor Ho, Paul and Mr. Tse Man Bun. It is responsible for
making recommendations fo the Board on the Company's remuneration policy
and structure for all directors and senior management and is delegated by the
Board the responsibility to defermine the specific remuneration packages for all
Executive Directors and senior management of the Company.

The Remuneration Committee has held two meetings during the financial year
ended 31 March 2006 and the attendance of each member is as follow:

HERE

Number of

Directors Attendance
M. Francis Cheung 2/2
Mr. Fan Chor Ho, Paul 2/2
Mr. Tse Man Bun 2/2

During the year, the Remuneration Committee has reviewed the remuneration
policy and recommended the remuneration and discretionary bonuses of the
executive Direcfors and senior management for the Board's consideration.

NOMINATION COMMITTEE

The Company has not formed a nomination committee.

AUDITORS’ REMUNERATION

During the financial year ended 31 March 20006, the Group was charged
HK$ 1,550,000 for auditing services and HK$94,000 for non-auditing
services by the Company's auditors, Ernst & Young. Details of the non-auditing
fees are as follows:

Review of interim results HK$85,000
Review of compliance of financial covenants HK$6,000
Certification of Form A under ORSO in respect of

defined contribution provident fund scheme HK$3,000

2005/2006 F#H
#HEMERARAA




e 3:a0E

CORPORATE GOVERNANCE REPORT

EERZEE 2 R

EEERBRERRBE_ZT
—BULFERBHRRZEL -

SNERZBIER R AR R SRR AIE 2 EEE
MNE28E 298 7 [IZEEIREIA »

NF=ZRA=1

AE-e

EXER2EEEAEECAIEENE - I
BRBEREEGHASENIEE %'JFZ%_
xﬁlﬁi@ﬁif%% BEHERENS
REFETRERERIEE o NHEE %'J
EEEZ—?&I?%EK% RERILSGER - R

EHIERRER ERAREERRIRHARE
RE °

B2 IR SRIBAR
ALTEERRBANEEFDERAE - K
SEXE  XBRE  FREAR Zéﬂﬂ

RARBZHFHRFEREANREE - AR
BERFRLEARTZRRAFAE @L
AEEEEEITER -

DIRECTORS" AND AUDITORS” ACKNOWLEDGEMENT

The Directors acknowledge their responsibility for preparing the financial
statements for the year ended 31 March 2006.

The responsibilities of the external auditors with respect to the financial
statements of the Company are set out in the “Report of the Auditors” on pages
2810 29.

INTERNAL CONTROL

The Board has overall responsibility for the Group's internal control systems
and through the Audit Committee, conducts annual review of the effectiveness
of the internal control system of the Group covering the financial, operational,
procedural compliance and risk management functions. The internal control
system is designed to provide reasonable assurance of no material
misstatement or loss and the manage risks of failure in operational systems and
achievement of the Group's objectives.

COMMUNICATION WITH SHAREHOLDERS

The Company maintains a high level of transparency in communicating with
shareholders. Information of the Group's performances, business strategies,
developments and prospects is provided in the Company's inferim and annual
reports. Shareholders of the Company are encouraged fo attend the annual
general meeting of the Company which offers a forum for communication with

the management.
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