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The directors have pleasure in submitting their annual report
together with the audited financial statements of YGM Trading
Limited (the “Company”, and together with its subsidiaries and
associates, the “Group”) for the year ended 31 March 2005.

Principal Activities

The principal activities of the Company are investment holding
and the provision of management services. The principal activities
and other particulars of the Company’s subsidiaries and
associates are set out on pages 102 to 109.

The analysis of the principal activities and geographical locations
of the operations of the Company and its subsidiaries during the
financial year are set out on note 13 on the financial statements.

Major Customers and Suppliers

During the year, the Group’s sales to its five largest customers
and purchases from its five largest suppliers accounted for less
than 30% of the Group’s turnover and purchases respectively.

Financial Statements

The profit of the Group for the year ended 31 March 2005 and
the state of the Company’s and the Group's affairs as at that
date are set out in the financial statements on pages 34 to 109.

An interim dividend of HK13 cents per share (2004: HK8 cents
per share) was paid on 17 January 2005. The directors now
recommend the payment of a final dividend of HK30 cents per
share (2004: HK25 cents per share) in respect of the year ended
31 March 2005.

Transfer to Reserves

Profit attributable to shareholders, before dividends, for the
year ended 31 March 2005 of HK$156,088,000 (2004:
HK$171,187,000) has been transferred to reserves.

Charitable Donations

Charitable donations made by the Group during the year
amounted to HK$952,000 (2004: HK$28,000).
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Fixed Assets

Details of movements of fixed assets during the year are set out
in note 14 on the financial statements.

Share Capital

Details of movements of the Company’s share capital during
the year are set out in note 30 on the financial statements.

Directors

The directors of the Company during the year and up to the
date of this report were:

Executive directors

Chan Sui Kau

Chan Wing Fui, Peter
Chan Wing Sun, Samuel
Chan Suk Ling, Shirley
Chan Wing Ming, Michael
Chan Wing Kee

Chan Wing To

Fu Sing Yam, William

Independent non-executive directors

Leung Hok Lim

Wong Lam

Lin Keping (appointed as an independent non-executive director
on 19 July 2004)

In accordance with Article 104 of the Company’s articles of
association, Messrs Chan Sui Kau, Chan Wing Fui, Peter, Chan
Wing Ming, Michael and Leung Hok Lim shall retire as directors
of the Company by rotation at the forthcoming annual general
meeting. While Messr Chan Wing Ming, Michael does not offer
himself for re-election, Messrs Chan Sui Kau, Chan Wing Fui,
Peter and Leung Hok Lim, being eligible, offer themselves for
re-election at the forthcoming annual general meeting of the
Company.

The Board would like to take this opportunity to thank Messr
Chan Wing Ming, Michael for his contribution towards the
Company during the tenure of his office as an executive director.
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Directors’ Service Contracts

The independent non-executive directors were appointed by the
board of directors and their remuneration is determined by the
board of directors, see section headed ‘Compliance with the
Code of Best Practice’.

None of the directors who offered themselves for re-election at
the forthcoming annual general meeting of the Company has
entered into any service contract with the Company or any other
member of the Group which is not determinable by the relevant
employer within one year without payment of compensation,
other than normal statutory compensation.

Directors’ and Chief Executive’s Interests
in Shares and Underlying Shares

The directors and chief executive of the Company who held office
at 31 March 2005 had the following interests in the issued shares
of the Company, its subsidiaries and other associated
corporations (within the meaning of the Securities and Futures
Ordinance (“SFO")) at that date as recorded in the register kept
by the Company under section 352 of the SFO:

() Interests in issued shares

BRSO

Rk

DR

Personal Family Corporate
E#mfER Beneficial interests interests® interests interests
R I Bk Chan Sui Kau 4,929,272 214,368 3,840,820 (ii)
PR ok ZE Chan Wing Fui, Peter 324,068 3,820,420 - (i), (iii) & (iv)
BR ok 24 Chan Wing Sun, Samuel 2,072,072 - 7,291,144 (i), (iii) & (iv)
RN Chan Suk Ling, Shirley 3,613,544 16,000 = (if), (iii) & (iv)
PR K BA Chan Wing Ming, Michael 2,967,208 - - (ii), (iii) & (iv)
R K AL Chan Wing Kee 3,692,776 819,404 — (i), (iii), (iv) & (v)
PR X O Chan Wing To 4,144,736 = — (i), (iii), (iv) & (v)
BEE Fu Sing Yam, William 598,835 = = =
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EERTHATZRNKRD RHE Directors’ and Chief Executive’s Interests
RO ZER @ in Shares and Underlying Shares (continued)

() REBITRGZHEZ () (1) Interests in issued shares (continued)

() ZEBRDAFREGEBEAZESER
THRBZBEER -

(i) 19,174,7008 A& 2 &) Bz 7 75 # Chan
Family Investment Corporation Limited
(HBRImIREE - BRAKERE - BRK
HAEE - BROKESEE - RACHEEE -
BRAKBA ST 4 RIS 22+ I H R
RREETKEREE) RENME R A
FrFss o

(iii) 24,595,908% 7~ 2 &) i {5 T3 f Canfield
Holdings Limited# & ° #% 22 7] 1 R 7k
ERAE - BROKHEST A - BROKBEAE -
BROKVE 24 ~ BRKBALE A - BRRK
ZTREMBRRREE THKEE=HE
ﬁ o

(iv) 2,917,480/% 7~ 22 ] I% 1 J5 1 Hearty
Development Limited#5 & ° 5% A & FA PR
KERAE - BRAKEEE - BRok&%
£ BACEEEREMRERIES T

(v) 1,597,0008% 2 2x & J& 7 79 B8 Super
Team International Limited & ° #Z A
Bl BRI A - BACE R E READ
MERRXEETHKEE=ES -

(1) R B 17 2 7 55

ARREERTHRARREBEARABER
RS ERBREZFBIANTIXH
PetERT &) — & o

(1)

(i)

(ii)

(iii)

(iv)

The shares are registered under the names of the
directors and chief executive who are the beneficial
owners.

19,174,700 shares of the Company were held by Chan
Family Investment Corporation Limited (which is owned
by Messrs Chan Sui Kau, Chan Wing Fui, Peter, Chan
Wing Kee, Chan Wing Sun, Samuel, Chan Wing To,
Chan Wing Ming, Michael, Madam Chan Suk Ling,
Shirley and other members of the Chan family) and its
subsidiaries.

24,595,908 shares of the Company were held by
Canfield Holdings Limited, which is beneficially owned
by Messrs Chan Wing Fui, Peter, Chan Wing Kee, Chan
Wing Sun, Samuel, Chan Wing To, Chan Wing Ming,
Michael, Madam Chan Suk Ling, Shirley and other
members of the Chan family.

2,917,480 shares of the Company were held by Hearty
Development Limited which is beneficially owned by
Messrs Chan Wing Fui, Peter, Chan Wing Kee, Chan
Wing Sun, Samuel, Chan Wing To and other members
of the Chan family.

1,597,000 shares of the Company were held by Super
Team International Limited which is beneficially owned
by Messrs Chan Wing Kee, Chan Wing To and other
members of the Chan family.

Interests in underlying shares

The directors and chief executive of the Company have been
granted options under the Company’s share option scheme,
details of which are set out in the section “Share Option
Scheme” below.
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Directors’ and Chief Executive’s Interests
in Shares and Underlying Shares (continued)

(Il) Interests in underlying shares (continued)

Apart from the foregoing, none of the directors and chief
executive of the Company or any of their spouses or children
under eighteen years of age has any interests or short positions
in the shares, underlying shares or debentures of the Company,
or any of its subsidiaries or any interests as recorded in the register
kept by the Company under section 352 of the SFO or as
otherwise notified to the Company pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

Share Option Scheme

The Company adopted a share option scheme (the “Share Option
Scheme”) on 23 September 2004 whereby the directors of the
Company are authorised, at their discretion, to invite employees
of the Group, including directors of any company in the Group,
to take up options to subscribe for shares of the Company. The
Share Option Scheme shall be valid and effective for a period of
10 years ending on 22 September 2014, after which no further
options will be granted. The exercise price of options is the
highest of the nominal value of the shares, the closing price of
the shares on The Stock Exchange of Hong Kong Limited on the
date of grant and the average closing price of the shares on The
Stock Exchange of Hong Kong Limited for the five business days
immediately preceding the date of grant. The options vest
immediately on the date of grant and are then exercisable within
a period of ten years from the date of grant.

The total number of shares available for issue under the Share
Option Scheme as at 31 March 2005 was 15,469,879 shares
(including options for 12,124,000 shares that have been granted
and remained outstanding at 31 March 2005) which represented
10% of the issued share capital of the Company as at the date
of adoption of the Share Option Scheme. In respect of the
maximum entitlement of each participant under the scheme,
the number of shares issued and to be issued upon exercise of
the options granted to each participant in any 12-month period
is limited to 1% of the Company’s ordinary shares in issue.
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Share Option Scheme (continued)

At 31 March 2005, the directors and employees of the
Company had the following interests in the options to subscribe
for shares of the Company (market value per share as at 31
March 2005 was HK$13.20) granted for consideration of HK$1
on acceptance of the offer of grant of an option under the
Share Option Scheme of the Company. The options are unlisted.
Each option gives the holder the right to subscribe for one
ordinary share of HK$0.50 each of the Company.

ERffE

BREE
KR EE i fife
BREHE Number BREN BRES
Number of share options of shares SHTE BRTE

R=ZZEE  acquired B8R  Market Market
ZR=t-H onexercse  f7fff valueper  value per

RT¥RH friEsm Asat of options  Exercise  date of share on
Date of Exercise ERF BT 31 March during  price per  grant of exercise
grant period  Granted  Exercised 2005  the year share  options of options
(HKS)  (HKS)* (HKS$)*
£ Directors
B ChanSuiKau 17/01/2005 16/02/2005 1,000,000 - 1,000,000 Nil 12.10 12.00
to 15/02/2015
BAZR  ChanWing Fui, Peter  17/01/2005  16/02/2005 1,500,000 - 1,500,000 Nil 1210 12.00
EEE  and his spouse to 15/02/2015
k&  ChanWing Sun, Samuel  17/01/2005  16/02/2005 1,200,000 - 1,200,000 Nil 1210 12.00
to 15/02/2015
BRI Chan Suk Ling, Shirley  17/01/2005 ~ 16/02/2005 1,500,000 - 1,500,000 Nil 1210 12.00
to 15/02/2015
Bt Chan Wing Kee 17/01/2005  16/02/2005 800,000 - 800,000 Nil 1210 12.00
to 15/02/2015
BxE  ChanWingTo 17/01/2005  16/02/2005 500,000 - 500,000 Nil 1210 12.00
to 15/02/2015
@AM FuSing Yam, William  17/01/2005  16/02/2005 1,200,000 - 1,200,000 Nil 1210 12.00
to 150212015
28%  Leung Hok Lim 17/0172005  16/02/2005 100,000 - 100,000 Nil 12.10 12.00
to 15/02/2015
%  Wonglam 17/01/2005 ~ 16/02/2005 25,000 - 25,000 Nil 12.10 12.00
to 15/02/2015
#EE LinKeping 17/01/2005 ~ 16/02/2005 25,000 - 25,000 il 12.10 12.00
to 15/02/2015
7,850,000 - 7,850,000
fE& Employees 17/01/2005 16/02/2005 4,314,000 40,000 4,274,000 40,000 12.10 12.00 13.95t0 14.50
to 15/02/2015

@ Total

12,164,000 40,000 12,124,000
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Share Option Scheme (continued)

The options granted to the directors are registered under the
names of the directors who are also the beneficial owners.

*  being weighted average closing price of the Company’s
ordinary shares immediately before the dates on which the
options were granted or exercised, as applicable.

The share options granted are not recognised in the financial
statements until they are exercised. Rule 17.08 of the Listing Rules
stipulates that a listed issuer is encouraged to disclose in its annual
report and interim report the value of options granted to
participants as referred to in (i) to (v) of Rule 17.07 during the
financial year. The directors consider it inappropriate to value the
share options as a number of factors critical for the valuation
cannot be determined accurately. A valuation of the share options
based on various speculative assumptions would be meaningless
and could be misleading to the shareholders. The directors,
therefore, consider the disclosure of only the relevant market price
and exercise price, which are readily ascertainable, is appropriate.

Apart from the foregoing, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement
to enable the directors of the Company to acquire benefits by
means of the acquisition of shares in or debentures of the
Company or any other body corporate.

Substantial Shareholders’ and Other
Persons Interests in Shares

The Company has not been notified of any interests required to
be recorded in the register kept by the Company under section
336 of the SFO.

Connected Transactions and Directors’
Interests in Contracts

Details of the connected transactions under Chapter 14A of the
Listing Rules are set out in note 35 on the financial statements.

In the opinion of the independent non-executive directors, the
connected transactions were:

(i) conducted in the ordinary and usual course of business;
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Connected Transactions and Directors’
Interests in Contracts (continued)

(i) either on normal commercial terms or, where there is no
available comparison, on terms that are fair and reasonable
so far as the independent shareholders of the Company
are concerned; and

(iii)y either in accordance with the terms of the agreements
governing such transactions or, where there are no such
agreements, on terms no less favourable than those available
to or from (as appropriate) independent third parties.

Apart from the foregoing, no contract of significance to which
the Company or any of its subsidiaries was a party, and in which
a director of the Company had a material interest, subsisted at
the end of the year or at any time during the year.

Purchase, Sale or Redemption of the
Company’s Listed Securities

There were no purchases, sales or redemptions of the Company’s
listed securities by the Company or any of its subsidiaries during
the year ended 31 March 2005.

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Company
and the Group as at 31 March 2005 are set out in note 26 on
the financial statements.

Five Year Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 110 of
the annual report.

Properties

Particulars of the major properties and property interests of the
Group are set out in note 14 on the financial statements.
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Retirement Scheme

The Company and certain of its subsidiaries in Hong Kong
operate a defined contribution retirement scheme (the
“Scheme") for all qualified employees. The assets of the Scheme
are held separately under a provident fund managed by an
independent trustee. Pursuant to the rules of the Scheme, the
employer is required to make contributions to the Scheme
calculated at 5% of the employees’ basic salaries on a monthly
basis, whereas the employees’ contributions are optional and,
at their own discretion. Where there are employees who leave
the Scheme prior to vesting fully in the contributions, in
accordance with the rules of the Scheme, the forfeited employer’s
contributions shall be used to reduce the future contributions
of the employer or shall be refunded to the employer on request.

Following the introduction of the Mandatory Provident Fund
("MPF") on 1 December 2000 employer contributions are now
made to the MPF. The MPF scheme is operated under the Hong
Kong Mandatory Provident Fund Schemes Ordinance for
employees governed by the Employment Ordinance in Hong
Kong. The MPF scheme is a defined contribution retirement
scheme administered by independent trustees. Under the MPF
scheme, the employer and its employees are each required to
make contributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$20,000. Contributions to the scheme vest immediately.

The employees are entitled to 100% of the employer’s
contributions made prior to the introduction of the MPF and
the accrued interest after 10 complete years of service, or at an
increasing scale of between 30% to 90% after completion of 3
to 9 years’ service of the Scheme.

The employees of the subsidiaries in the People’s Republic of
China (“the PRC") are members of the state-sponsored
retirement scheme organised by the government of the PRC.
The subsidiaries are required to contribute a certain percentage
of payroll to the retirement scheme to fund the benefits. The
only obligation of the subsidiaries with respect to the retirement
scheme is the required contributions under the retirement
scheme.

A subsidiary established in Taiwan participates in a defined benefit
retirement plan established in accordance with the local labour
standards law. Contributions to the plan are based upon 2% of
wages and salaries paid.
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Compliance with the Code of Best
Practice

The Company has complied throughout the year with the Code
of Best Practice as set out by The Stock Exchange of Hong Kong
Limited in Appendix 14 to the Listing Rules except that the non-
executive directors of the Company are not appointed for a
specific term but are subject to rotation in annual general
meetings pursuant to Articles 95 and 104 of the Company’s
articles of association.

Audit Committee

The audit committee comprises three independent non-executive
directors and reports to the board of directors. The audit
committee meets with the Group’s senior management and
external auditors regularly to review the effectiveness of the
internal control systems and the annual report of the Group.

Auditors

KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG as
auditors of the Company is to be proposed at the forthcoming
annual general meeting.

By order of the Board
Leung Wing Fat

Company Secretary

Hong Kong, 13 July 2005



