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The directors submit their report together with the audited
financial statements for the year ended 31st December, 2005.

PRINCIPAL ACTIVITY
The principal activity of the Company and its subsidiaries is
the holding of listed and unlisted securities and properties.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December,
2005 are set out in the consolidated income statement on pages
33 to 34 of the financial statements.

The board of directors has recommended a final dividend of
HK 2 cents per share (2004: Nil) in respect of the year ended
31st December, 2005, totalling HK$33,823,440 (2004: Nil)
payable to shareholders whose names appear on the register of
members of the Company on 24th May, 2006.

RESERVES
Movements in the reserves of the Group and the Company
during the year are set out in note 33 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December,
2005, calculated under Section 79B of the Hong Kong Companies
Ordinance, amounted to HK$101,341,230 (2004: HK$221,163,796).

SHARE CAPITAL
Details of the movements in share capital of the Company
are shown in note 32 to 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 119.
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DIRECTORS
The directors during the year and up to the date of this
report were:

Fung Wing Cheung, Tony
Fung Yiu Fai, Peter

Lee Wa Lun, Warren

Li Shi Liang

Lee Seng Hui

Lee Yip Wah, Peter

So Shu Fai, Ambrose
Chow Yu Chun, Alexander
Albert Ho

In accordance with Article 101 of the Company’s Articles of
Association, Messrs. Fung Wing Cheung, Tony, Lee Yip Wah,
Peter and So Shu Fai, Ambrose retire and, being eligible, offer
themselves for re-election.

The Company has received confirmations of independence
from all independent non-executive directors, and considers them
to be independent.

DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at
the forthcoming annual general meeting has a service contract
with the Company which is not determinable within one year
without payment of compensation, other than statutory
compensation.
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BIOGRAPHICAL DETAILS OF DIRECTORS
The biographical details of the directors are set out below:

Executive Directors

Fung Wing Cheung, Tony, aged 54, joined the Group since
its inception in 1990 and is chairman of the Company. Mr. Fung
is also chairman and shareholder of Yu Ming Investment
Management Limited (“YMIM"). He has over 30 years of
experience in the securities business, property development and
investment in China and has extensive exposure in international
finance, commodities, direct investment and fund management.
Mr. Fung is a General Committee Member of the Hong Kong
General Chamber of Commerce.

Fung Yiu Fai, Peter, aged 59, joined the Group since its
inception in 1990 and is managing director of the Company.
Mr. Fung is also managing director and shareholder of YMIM. He
has almost 30 years of experience in investment banking and has
extensive exposure in strategic investments in Hong Kong and
South East Asia. Mr. Fung received a BS degree from McGill
University in 1969, and a MS and MBA degree from Northwestern
University in 1971 and 1973 respectively.

Lee Wa Lun, Warren, aged 42, became a director of the
Group in 2004 and is director of YMIM. Mr. Lee graduated from
University of East Anglia in England in 1986 and obtained a
Master of Science degree from The City University Business School
in London in 1988. He has extensive experience in the business
of new listings and corporate takeovers as well as investment
management. He is a director of a number of subsidiaries of the
Company; a non-executive director of Nam Tai Electronic &
Electrical Products Limited, a company listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

Li Shi Liang, aged 60, joined the Group in 2000 and is
managing director of Poly (Hong Kong) Investments Limited (“Poly
HK"). He is a senior economist. Immediately prior to joining Poly
HK, he had worked for Bank of China for 34 years. During that
period, Mr. Li was the manager of Bank of China, New York
Branch for 5 years and had been the deputy general manager of
Bank of China, Guangdong Province Branch since 1992.
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Non-Executive Directors

Lee Seng Hui, aged 37, joined the Group in 1996. Mr. Lee
graduated from the Law School of the University of Sydney with
Honours. He is chief executive of Allied Group Limited. Previously
he worked with Baker & McKenzie and N.M. Rothschild & Sons
(Hong Kong) Limited.

Lee Yip Wah, Peter, aged 64, joined the Group in 1998.
Mr. Lee is a practising solicitor in Hong Kong. He is also a non-
executive director of a number of listed companies including
China Merchants Holdings (International) Company Limited and
Shenzhen Investment Limited. He is also the Secretary of the
Company.

Independent Non-Executive Directors

So Shu Fai, Ambrose, aged 55, joined the Group since its
inception in 1990, is an executive director of Shun Tak Holdings
Limited, a listed company in Hong Kong. Dr. So is a committee
member of the 10th National Committee of the Chinese People's
Political Consultative Conference, a member of the Court at the
University of Hong Kong and a director of the University of Hong
Kong Foundation for Education Development and Research.

Chow Yu Chun, Alexander, aged 59, joined the Group in
1999. Mr. Chow is a fellow of the Association of Chartered
Certified Accountants (UK) and a Certified Public Accountant of
the Hong Kong Institute of Certified Public Accountants
("HKICPA") and has over 30 years of experience in property
development and investment in Hong Kong.

Albert Ho, aged 48, joined the Group as an alternate director
in 1999 and became an independent non-executive director in
2004. Mr. Ho graduated from the Macquarie University, Sydney
Australia with a Bachelor of Economics and MBA from the
University of Hong Kong. He is a Certified Public Accountant of
HKICPA and fellow member of the Association of Chartered
Certified Accountants.
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Name of Director

EEsR

Name of company

DNEERE

Friendex Limited

EEERATR

Fung Wing Cheung, Tony
5 K

Friendex Limited
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DIRECTORS’ INTEREST IN CONTRACTS

During the year, YMIM, of which Fung Wing Cheung, Tony
and Fung Yiu Fai, Peter are directors and shareholders and Lee
Wa Lun, Warren is director, received from the Group management
fee of HK$11,288,498 in connection with a management
agreement signed between the Group and YMIM.

Save as disclosed above, no other contracts of significance in
relation to the Group’s business to which the Company or its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the year ended 31st December 2005, the following
directors of the Company had interests in the following businesses
(apart from the Company’s businesses) conducted through the
companies named below, their subsidiaries, associated companies
or other investment forms which are considered to compete or
be likely to compete, either directly or indirectly, with the principal
businesses of the Company conducted during the year required
to be disclosed pursuant to rule 8.10 of Rules Governing the
Listing of Securities (“Listing Rules”) on the Stock Exchange:

Nature of
Nature of interest competing business
EEME BHEXBME
Shareholder Property
S Hh A
Director and shareholder Property
BEFERRR Hh A

Messrs. Fung Wing Cheung, Tony and Fung Yiu Fai, Peter
own 75% and 25% interests respectively in Mega Top Investment
Limited, which owns 42.5% interest in Friendex Limited, which
owns various shops located on the first floor of Ginza Plaza in
Mongkok. The Group owns the second and third floors of Ginza
Plaza. First floor of Ginza Plaza was acquired with a leased-back
arrangement from the vendor, and shops were of small size. The
second and third floors of Ginza Plaza were acquired “whole
floor”, and units are of sizeable area.

. ___ 2

CREBNLAER

Annual Report 2005



YU MING INVESTMENTS LIMITED

14
HEBREARAF

R

Report of the Directors

BEXS

AEERBE_ZTRF+_A=+—BILFEE
TZERERREALTRS (AR LR R SRS &
RHE) > HENMERKRMTEE3 -

EERA2AREBEIENRS HEROR
BEEZRERAR

R-ZEZRF+-A=+—HB ARAAEFRAEAR
AkEBEEE (EXRESF PR RY([EF PR
1)) EXVED Z ety - HEKRGD REFPEBRE
EHRPEGROIEXVEETRFEIND B EME RN AR
Bz ERAR (BERBEESRPERIIZZE
BXARFEERRRTRAERRARNWE RS
ZE@mIORR) - AN AMEIN ANIRE S R E &H
FE32FEZELMA - HRELTHRA 2 EHET
ABZETEFRGZEETA(MRETA)) AAE
ARABRBZXAZERRRRWT ¢

(a) RAD AR 4 =

Personal

Name of directors Capacity interests

Esng 54 B ARG

Fung Wing Cheung, Tony Interest of children 3,328,000
K under 18
18 AT FR 2R

Lee Seng Hui Interest in controlled -
THE corporation
RERARNES

Fung Yiu Fai, Peter Beneficial owner 6,500,000
%R ERBBAA

Lee Yip Wah, Peter Beneficial owner 1,550,000
FiE ERBEBAA

Albert Ho Beneficial owner 300,000

fa] 45 % Enf#BEA

CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group
during the year ended 31st December, 2005, which constitutes
connected transactions under the Listing Rules, is disclosed in
note 39 to the financial statements.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS

As at 31st December, 2005, the interests and short positions
of the directors of the Company in the shares, underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) which were notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which the directors
and the chief executives of the Company were deemed or taken
to have under such provisions of the SFO) or which were required
to be and were recorded in the register required to be kept
pursuant to Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) in the Listing Rules were as follows:

(a) Interests in shares of the Company

Family Corporate Other % of total
interests interests interests Total issued shares
HE#T
REOEH
ZEES rEER HitEs BE ot
- - 724,926,258 728,254,258 43.06%
(Note 1)
(K1)

- 379,291,800 - 379,291,800 22.42%

(Note 2)

(H:t2)
- - - 6,500,000 0.38%
- - - 1,550,000 0.09%
- - - 300,000 0.02%
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Goldfield Venture Limited ([ Goldfield]) &
Megaland Development Limited ([Megaland]) %
7l ¥ 5 245,000,000/% %2479,926,258 i {5 £
A Goldfielddd Megaland® & # & * Megaland##
BRERA 7249262580 KD 2= -
Megaland 7 g Oyster Unit TrustZ {= 5% A Oyster
Services Limited® & # & - B It Oyster Services
Limited #18 &5 724,926,258 % it 15 2 % °

Oyster Unit TrustZ {5 5€ 81 & £ & Megaland 2 &
BB BT AN » Oyster Unit Trustz Xz A A&
HSBC International Trustee Limited © HLA{E 5

F AR EThe Alyssa Js 1 Trustz L= AFEE
LB E (B35 Oyster Unit TrustZ B #EZE) © The
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS
(continued)

(a) Interests in shares of the Company (continued)

Note 1. Goldfield Venture Limited (“Goldfield”) and Megaland
Development Limited (“Megaland”) hold 245,000,000 and
479,926,258 shares respectively. Since Goldfield is wholly
owned by Megaland, Megaland is deemed to be interested
in 724,926,258 shares in total. Megaland is also wholly-
owned by Oyster Services Limited, the trustee of the Oyster
Unit Trust, which in turn Oyster Services Limited is deemed
to be interested in 724,926,258 shares.

The trust property of the Oyster Unit Trust comprises the
entire issued capital of Megaland. The beneficiary of Oyster
Unit Trust is HSBC International Trustee Limited which holds
the trust property (including the beneficial interest under
the Oyster Unit Trust) on trust for the beneficiaries of The
Alyssa Js 1 Trust. The beneficiaries of The Alyssa Js 1 Trust
are, inter alia, Fung Wing Cheung, Tony’'s children under
18.

As such, Fung Wing Cheung, Tony is deemed to be interested
in 724,926,258 shares in which his children under 18 have
ultimate beneficial interest under the above arrangement.

Note 2: Lee Seng Hui is one of the trustees of Lee and Lee Trust
("LLT") which owns 40.06% interests in Allied Group Limited
(“AGL") which holds 379,291,800 shares of the Company.
Accordingly, Lee Seng Hui and LLT are deemed to have an
interest in the said shares in which AGL is interested.
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Name of

Name of director corporations Capacity
i EEEE g%
Fung Wing Cheung, Honnex Development Beneficial
Tony Limited owner
ik &= FREREBERAA EREAA
Long Vocation Beneficial
Investments Limited owner
ERBEAA
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS
(continued)

(b) Interests in shares of associated corporations
Number of shares

il - Q|

Personal Family Corporate Other
interests interests interests interests Total

BA - & Hit
& B ER B R

(Note)

(Kt 7t)
100,000 - - - 100,000
(10.20%) (10.20%)
5 - - - 5
(5.55%) (5.55%)

Save as disclosed above, at no time during the year ended
31st December, 2005 was the Company, its subsidiaries or its
associated companies a party to any arrangement to enable the
directors or chief executives of the Company to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or its associated corporations.

Save as disclosed above, none of the directors or the chief
executives of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or
debentures of the Company or any associated corporation (within
the meaning of Part XV of the SFO) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code contained in the Listing Rules.
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Name of shareholders Notes
BRE® [ &
Sun Hung Kai Venture Capital Limited 1

("SHK Venture")

Shipshape Investments Limited (“Shipshape”) 1

Sun Hung Kai & Co. Limited (“SHK & Co.") 1

HREFRAR ( [FBE] )

AP Emerald Limited (AP Emerald”) 2
AP Jade Limited (“AP Jade") 2
Allied Properties (H.K.) Limited (“APL") 2
GemE (F8) ARAR ( [Bi] )

Allied Group Limited ("AGL") 2
BEEREARRAR ([HME])

Lee Su Hwei 3
FRE

Lee Seng Huang 3
FRE

Continental Mariner Investment Company 4

Limited ("CMIC")
HEEMEREBRRA ([#EE] )

HSBC International Trustee Limited 5

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2005, the following persons or
corporations, other than the interest disclosed above in respect
of the directors, interest in 5% or more in the shares and
underlying shares of the Company have been notified to the
Company and recorded in the register of substantial shareholders’
interests in shares and short positions required to be kept under
Section 336 of Part XV of the SFO:

No. of % of total
issued shares
HERTRG

BRI

Capacity shares
g4 R &R

Beneficial owner/

Interest of controlled corporation
EalA A/ ZEFDANER
Interest of controlled corporation
REH R AN ER

Beneficial owner/

Interest of controlled corporation
EaBAA/ ZEFDANER
Interest of controlled corporation
REH R AN ER

Interest of controlled corporation
REH R AN ER

Interest of controlled corporation
REHRANER

Interest of controlled corporation
REHRANER

Interest of controlled corporation
REHRANER

Interest of controlled corporation
REHRANER

Interest of controlled corporation

272,856,000 16.13%

272,856,000 16.13%

379,291,800 22.42%

379,291,800 22.42%
379,291,800 22.42%
379,291,800 22.42%
379,291,800 22.42%
379,291,800 22.42%
379,291,800 22.42%
119,380,000 7.05%
REHARAMNER

Trustee 735,455,058 43.49%
EEA
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. SHK Venture is a wholly-owned subsidiary of Shipshape which in
turn is wholly owned by SHK & Co.. Therefore SHK & Co. and
Shipshape are deemed to have an interest in the shares in which
SHK Venture is interested.

2. SHK & Co. is a 74.99% owned subsidiary of AP Emerald. AP
Emerald is wholly owned by AP Jade which in turn is a wholly-
owned subsidiary of APL. APL is a 74.93% owned subsidiary of
AGL. Accordingly, AGL, APL, AP Jade and AP Emerald are deemed
to have an interest in the shares in which SHK & Co. is interested.

3. Lee Su Hwei and Lee Seng Huang are trustees of Lee and Lee
Trust (“LLT") which owns 40.06% interests in AGL, which holds
379,291,800 shares of the Company. Accordingly, Lee Su Hwei,
Lee Seng Huang and LLT are deemed to have an interest in the
said shares in which AGL is interested.

4. The interest of CMIC was attributable on account through a
number of wholly-owned subsidiaries. The Company was informed
the name of CMIC has been changed to Poly (Hong Kong)
Investments Limited subsequent to the year end date.

5. Out of these 735,455,058 shares, 724,926,258 shares are deemed
to be interested by Megaland. The entire issued share capital of
Megaland is the trust property of the Oyster Unit Trust. Details
are set out in note 1 of interest in shares of the Company under
the heading of “DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ASSOCIATED CORPORATIONS™.

Save as disclosed above, as at 31st December, 2005, the
directors are not aware of any other persons who have interests
or short positions in the shares, underlying shares of equity
derivatives or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which
would be required to be disclosed to the Company pursuant to
Part XV of the SFO.
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MANAGEMENT AGREEMENT

Under the management agreement (“Existing Investment
Management Agreement”) approved by shareholders on 27th
March, 1997 and dated 5th March, 1997 between the Group
and YMIM, YMIM agreed to assist the board of directors with
the day-to-day management of the Group for a period of five
years commencing 27th March, 1997. YMIM will be entitled to a
management fee equal to 0.375% of the net asset value on
each quarter date and an incentive fee equal to 20% of such
amount (if any) by which the audited consolidated profit before
tax for each financial year completed (before adjusting for the
incentive fee) exceeds such amount as is equal to 6% of average
monthly net asset value of the Group for each such financial
year. For the calculation of management fee and incentive fee,
the associated companies of the Group will not be equity
accounted for the purpose of calculating such quarterly and
average monthly net asset value and consolidated profit before
tax.

On 4th March, 2002, a supplemental agreement
(“Supplemental Agreement”) was approved by independent
shareholders to extend the expiry date of the Existing Investment
Management Agreement to 31st March, 2007. Under the
Supplemental Agreement, the management fee remains
unchanged. Pursuant to the Supplemental Agreement, YMIM wiill
not be entitled to the incentive fee if the Group reports an
accumulated loss during the term of the Supplemental Agreement
at the time of the incentive fee computation. Therefore, the
incentive fee will be equivalent to 20% of the amount by which
the audited consolidated profit before tax for each year ending
31st December (before adjusting for the incentive fee), and after
offsetting the accumulated losses during the term of the
Supplemental Agreement, if any, exceeds 6% of the average
monthly net asset value of the Group for such financial year. For
the calculation of management fee and incentive fee, the
associated companies of the Group will not be equity accounted
for the purpose of calculating such quarterly and average monthly
net asset value and consolidated profit before tax.

For the year ended 31st December, 2005, YMIM received
from the Group management fee of HK$11,288,498.

This transaction constitutes a connected transaction and is
required to be disclosed in accordance with Chapter 14A of Listing
Rules.
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MANAGEMENT AGREEMENT (continued)

Save as disclosed above, no other contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company were entered into or existed
during the year.

RETIREMENT BENEFITS SCHEME

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “Scheme”) under
the Mandatory Provident Fund Schemes Ordinance. The Scheme
has operated since 1st December, 2000. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the income statement as they become payable in
accordance with the rules of the Scheme. The assets of the
Scheme are held separately from those of the Group in an
independently administered fund.

AUDIT COMMITTEE

The Company has established an audit committee in
accordance with rule 3.21 of the Listing Rules, and now
comprising of two independent non-executive directors, namely
Messrs. Chow Yu Chun, Alexander and Albert Ho and one non-
executive director, namely Mr. Lee Seng Hui.

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters. The
audit committee has reviewed the annual results for the year
ended 31st December, 2005.

PUBLIC FLOAT

On the basis of information that is publicly available to the
Company and within the knowledge of the directors as at the
date of this report, the Company has complied with the public
float requirements of the Listing Rules for the year ended 31st
December, 2005.

PURCHASE, SALE OR REDEMPTION OF LISTED SHARES

The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the year.
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CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from Thursday, 18th
May, 2006 to Wednesday, 24th May, 2006, both days inclusive.
In order to qualify for final dividend, all completed transfer forms
accompanied by the relevant share certificates must be lodged
with the share registrars of the Company, Secretaries Limited,
26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong, not later than 4:30 p.m. on Wednesday, 17th May,
2006.

AUDITORS

During the year, PricewaterhouseCoopers resigned as auditors
of the Company and Grant Thornton was appointed by the
directors to fill the casual vacancy. There have been no other
changes of auditors of the Company in the past three years.

The accompanying financial statements for the year ended
31st December, 2005 was audited by Grant Thornton who retire
and, being eligible, offer themselves for re-appointment. A
resolution for their re-appointment as auditors of the Company
will be proposed at the forthcoming annual general meeting of
the Company.

By order of the Board
Lee Yip Wah, Peter

Secretary

Hong Kong, 24th March, 2006
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