REPORT OF THE DIRECTORS # H & # i

The directors have pleasure in presenting their annual report together
with the audited consolidated financial statements of Hopson Development
Holdings Limited (the “Company”) and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 31st December,

1999.

PRINCIPAL ACTIVITIES
The principal activity of the Company remains investment holding. Its
subsidiaries are engaged in investment holding, property development

and property investment.

The turnover and contribution to profit before taxation of the Group are
derived mainly from sale and pre-sale of properties in the People’s

Republic of China (the “PRC”).

The Group’s turnover for the year ended 31st December, 1999 is analysed

as follows:

Sale/Pre-sale of properties i & &%
Rental income from investment properties ¥ &4 3/ &l A
Property management income 4245 #iit A

MAJOR CUSTOMERS AND SUPPLIERS
Approximately 11% of the Group’s turnover were attributable to the

Group’s five largest customers.

84% of the Group’s purchases were attributable to the Group’s five largest
suppliers. Purchases from the largest supplier amounted to 65% of the

Group’s purchases for the year.
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According to the knowledge of the directors, none of the directors, their
associates or any shareholders who owned more than 5% of the Company’s
issued share capital had any interest at any time in the year in the Group’s

five largest customers and suppliers.

RESULTS AND APPROPRIATIONS
Details of the Group’s results for the year ended 31st December, 1999

are set out in the consolidated income statement on page 34.

The directors declared an interim dividend of HK$0.03 per share, totalling
HK$30,000,000, which was paid on 10th November, 1999. The directors
recommend the payment of a final dividend of HK$0.05 per share to
shareholders whose names appear on the register of members of the
Company on 12th June, 2000, subject to the approval of the shareholders
at the forthcoming Annual General Meeting. This recommendation has

been incorporated in the financial statements.

SHARE CAPITAL
Details of the share capital of the Company are set out in Note 21 to the

financial statements.

RESERVES
Details of movements in reserves of the Group and the Company during

the year are set out in Note 22 to the financial statements.

DISTRIBUTABLE RESERVES

The total amount of reserves of the Company available for cash distribution
was HK$10,073,000 as of 31st December, 1999 as computed in
accordance with The Companies Act 1981 of Bermuda. In addition, the
share premium account with a balance of HK$617,692,000 as of 31st

December, 1999 may be distributed in the form of fully paid bonus shares.

DONATIONS
Charitable donations of HK$22,000 were made by the Group during the

year.
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SHARE OPTION SCHEME
During the year ended 31st December, 1999, 2,000,000 options under
the Company’s share option scheme were granted at various exercise

prices. No share option was exercised during the year.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company’s Bye-
laws or the laws of Bermuda which would oblige the Company to offer

new shares on a pro-rata basis to existing shareholders.

PURCHASE, REDEMPTION AND SALE OF THE COMPANY’S
LISTED SECURITIES
Neither the Company nor any of its subsidiaries has purchased, redeemed

or sold any of the Company’s listed securities during the year.

SUBSIDIARIES
Details of the Company’s principal subsidiaries as of 31st December,

1999 are set out in Note 14 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

Details of the movement in property, plant and equipment and investment
properties of the Group are set out in Note 11 and Note 12 to the financial

statements.

HOPSON DEVELOPMENT HOLDINGS LIMITED ANNUAL REPORT 1999 #4AAIREMAMRAR —AEEH

Y JB it )

BE—-IIWNETZ A=+ —HIE4E > R
2\ 7 2 B i RE 5 512,000,000/8 2 W AL RE LA
AR ZATAEEARAR o AR A > S S0 A ] i I
AT o

5 50 i S b
RRAR T 4% 2 A )k A A A > Slf 46 AR S AR
2% A ZE i VAR 1) B AT e SRR B R 2 4B Sl
HHEZ O .

A ~ Bl B i AR A Rl 2 Bl

A Y BCHAT A BB 28 7] RS T AR 4 B A~
B 1o B o B A A R A b Tl R R

b )i 2 w5
AAFR NN EF A=+ — B EER
Ja& % ) A O B R AR M A 14

YIE ~ W Bl i A B Wy ok

ALY ~ R B S 4G W) 2 B R
% SR BB ¥R 3% B R 10 e B RE A2



REPORT OF THE DIRECTORS # H & # i

DIRECTORS
The directors who held office during the year and up to the date of this

report are:

Executive directors
Chu Mang Yee

Tse Sai Tung, Stones
Au Yeung Fu, Anthony
Au Wai Kin

Cheung Fong Wing
Luk Wai Kei

Ng Chiu Ho, Michael (Appointed on 1st December, 1999 and

resigned on 19th February, 2000)

Independent non-executive directors
Yuen Pak Yiu, Philip

Lee Tsung Hei, David

Wong Shing Kay, Oliver

In accordance with the Company’s Bye-laws, Mr. Cheung Fong Wing will
retire by rotation from office and, being eligible, offers himself for

re-election.

All directors except for the Chairman, Deputy Chairmen and Managing
Director are subject to retirement by rotation at Annual General Meetings

of the Company in accordance with the Company’s Bye-laws.

DIRECTORS’ EMOLUMENTS
Details of directors’ emoluments are set out in Note 5 to the financial

statements.
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DIRECTORS’ SERVICE CONTRACTS

All of the executive directors have entered into service contracts with the
Company for terms of three years commencing on 1st January, 1998 and
will continue thereafter unless and until terminated by either party with

three months’ prior notice in writing.

None of the remaining directors have a service contract with the Company
or any of its subsidiaries which is not terminable within one year without

payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN SHARES

As of 31st December, 1999, the interests of directors in the issued share
capital of the Company as recorded in the register maintained by the
Company pursuant to Section 29 of the Securities (Disclosure of Interests)

Ordinance (the “SDI Ordinance”) were as follows:

Name Notes
%4 Ptk
Chu Mang Yee % f& @)
Au Wai Kin B (b)
Cheung Fong Wing 3§ 75 4% (©
Luk Wai Kei Fe#fisé ©)

Notes:

(@  Such shares were held through a corporation, which is wholly owned by
Mr. Chu Mang Yee, and a nominee company.

(b)  Such shares were held through a corporation which is wholly owned by
Mr. Au Wai Kin.

()  Such shares were held through a corporation which is 60% owned by Mr.
Cheung Fong Wing and 20% owned by Ms. Luk Wai Kei, and their interests
as disclosed are duplicated.
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Save as disclosed above, the Company has no notice of any other interests
to be recorded under Section 29 of the SDI Ordinance as of 31st December,

1999.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract, commitment or agreement of significance in relation to the
Company’s business, to which the Company or any of its subsidiaries was
a party and in which any of the Company’s directors had a material interest,
either directly or indirectly, subsisted at the end of the year or at any

time during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
The Company has a share option scheme, under which it may grant options
to employees (including executive directors) of the Group to subscribe
for shares in the Company. As of 31st December, 1999, Mr. Tse Sai Tung,
Stones, an executive director of the Company, has personal interest in
share options to subscribe for shares in the Company. Details of his

interests are set out below and in Note 27 to the financial statements:
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Number of share options

outstanding as of 31st December, 1999

with exercise price per share
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Date of Grant # T H i HK$1.49 HK$0.61 HK$1.00
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Save as disclosed above, at no time during the year was the Company or
its subsidiaries a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in, or
debt securities (including debentures) of, the Company or any other body

corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
As of 31st December, 1999, the following entities had registered an interest

in 10% or more of the issued share capital of the Company:

Name
£y

Sounda Properties Limited* 3 & 24 B Al *
ICEA (Nominees) Limited*

* The shares held by Sounda Properties Limited and ICEA (Nominees)

Limited are duplicated.

Save as disclosed above, no other person was recorded in the register
kept by the Company under Section 16(1) of the SDI Ordinance as having

an interest of 10% or more of the issued share capital of the Company.
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CoDE OF BEST PRACTICE

In the opinion of the directors, the Company had complied with the Code
of Best Practice as set out in Appendix 14 of The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
throughout the accounting year covered by the annual report, except that
the independent non-executive directors of the Company are not appointed
for specific terms. All directors except for the Chairman, Deputy Chairmen
and Managing Director are subject to retirement by rotation at Annual
General Meetings of the Company in accordance with the Company’s Bye-

laws.

AUDIT COMMITTEE

The Company has set up an Audit Committee. Members of the Committee
are Mr. Yuen Pak Yiu, Philip, Mr. Lee Tsung Hei, David and Mr. Wong
Shing Kay, Oliver. The principal duties of the Audit Committee include
the review and supervision of the Company’s financial reporting process
and internal controls. During the year, the Committee met twice and

provided advice and comments to the Board of Directors.

YEAR 2000 COMPLIANCE

The Group’s Year 2000 Compliance programme and progress updates
were disclosed in the 1998 annual report and the 1999 interim
announcement. All plans relating to the Year 2000 issue were completed
on schedule with all critical systems of the Group being Year 2000
compliant. The performance of these systems, whilst functioned properly,
was closely monitored. No business disruption has been encountered by

the Group before, during and after the turn of the century.
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SUMMARY OF FINANCIAL INFORMATION
A summary of the Group’s financial information is set out on page 83 of

this annual report.

AUDITORS
The financial statements were audited by Messrs. Arthur Andersen &
Co. A resolution for their re-appointment as auditors for the ensuing year

is to be proposed at the forthcoming Annual General Meeting.

On behalf of the Board of Directors,
CHU MANG YEE

Chairman

Hong Kong
8th May, 2000
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