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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

1. PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong, the disclosure
requirements of the Companies Ordinance and The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the

“Stock Exchange”). Principal accounting policies are summarised below:

a. Basis of consolidation
The consolidated financial statements include the accounts of the
Company and its subsidiaries (together the “Group™). The
consolidated income statement only includes results of the
subsidiaries acquired during the year from their effective dates of
acquisition or since their respective dates of incorporation,
whichever is applicable. All significant intra-group transactions

and balances have been eliminated on consolidation.

Goodwill arising on consolidation represents the excess of cost of
investment over the fair value of the net assets of subsidiaries at
the dates of acquisition. Goodwill is eliminated against reserves in
the year of acquisition. Upon disposal of interests in subsidiaries,
the underlying goodwill previously eliminated is reversed as

investment cost in determining the gain or loss on disposals.

b. Co-operative joint ventures in the People’s Republic of
China (“the PRC”)
Co-operative joint ventures are Sino-foreign joint ventures in respect
of which the partners’ profit sharing ratios and share of net assets
upon the expiration of the joint venture periods may not be in
proportion to their equity ratios but are as defined in the respective

joint venture contracts.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

PRINCIPAL ACCOUNTING POLICIES

(CONTINUED)

Co-operative joint ventures in the PRC (continued)
Interest in co-operative joint ventures in the PRC are accounted
for as if they are subsidiaries of the Company by virtue of the fact
that the Group has control over the boards of directors of the joint
ventures and/or undertakes the rights and obligations in terms of

the business operations.

Subsidiaries
A company is a subsidiary company if more than 50% of the issued
voting capital is held, directly or indirectly, as a long-term

investment.

In the Company’s financial statements, investments in subsidiaries
are carried at cost less provision for impairment in value where
considered necessary by the directors. The results of the
subsidiaries are included in the income statement to the extent of

dividends declared by the subsidiaries.

Associated companies

An associated company is an enterprise in which the Company has
significant influence, but not control or joint control, and thereby
has the ability to participate in their financial and operating policy

decisions.

In the consolidated financial statements, investment in an associated
company is stated at the Group’s share of net assets of the associated
company at the time of acquisition, plus the Group’s share of post

acquisition profit/loss and reserves of the associated company.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Investment in a jointly controlled entity

A jointly controlled entity is a joint venture where the Group and
other parties undertake an economic activity which is subject to
joint control and none of the participating parties has unilateral

control over the economic activity.

In the consolidated financial statements, the Group’s interests in a
jointly controlled entity are initially recorded at cost and adjusted
thereafter for the post-acquisition change in the Group’s share of
the net assets of the jointly controlled entity. The Group’s share of
post-acquisition results of the jointly controlled entity is included

in the consolidated income statement.

Property, plant and equipment and depreciation

Property, plant and equipment, other than investment properties,
are stated at cost less accumulated depreciation. The cost of an
asset comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for
its intended use. Expenditures incurred after the property, plant
and equipment have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged to the income
statement in the period in which they are incurred. In situations
where it can be clearly demonstrated that the expenditures have
resulted in an increase in the future economic benefits expected to
be obtained from the use of the property, plant and equipment, the
expenditures are capitalised as additional costs of the property,

plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis at annual rates
estimated to write off the cost of each asset over its expected useful

life. The annual rates are as follows:

Leasehold land

FHE -4

Buildings # 5

Leasehold improvement il & 43 4645

1.

Furniture, fixtures and office equipment £, ~ &% % B KA = s fhi

Motor vehicles 5

Gain or loss on disposal of property, plant and equipment is
recognised in the income statement based on the net disposal
proceeds less the then carrying amount of the assets, with previously
recognised revaluation surplus transferred from property, plant and

equipment revaluation reserve directly to retained profit.

Investment properties

Investment properties are interests in land and buildings in respect
of which construction work and development have been completed
and which are held for their investment potential and for the long-

term.

Investment properties are included in the balance sheet at their
open market value, on the basis of an annual valuation by qualified
independent valuers. Changes in the value of investment properties
are dealt with as movements in the investment properties revaluation
reserve. If the total of this reserve is insufficient to cover a reduction
in the open market value on a portfolio basis, the excess is charged

to the income statement.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

PRINCIPAL ACCOUNTING POLICIES

(CONTINUED)

Investment properties (continued)

Upon disposal of an investment property, the relevant portion of
the revaluation reserve realised in respect of previous valuations
is released from the property revaluation reserve to the income

statement as part of the profit or loss on disposal of the investment

property.

No depreciation is provided on investment properties unless the
unexpired lease term is 20 years or less, in which case depreciation

is provided on their carrying value over the unexpired lease term.

Properties under development

Properties under development for sale, the pre-sale of which has
not commenced, are included in current assets at the lower of cost
and net realisable value. Properties under development for sale,
the pre-sale of which has commenced, are included in current assets
at cost plus attributable profits less sale instalments received and

receivable and any foreseeable losses.

Properties under development for long-term investment are stated

at the lower of cost less provision for any impairment in value.

Cost of properties under development comprises land cost, fees for
land use rights and development costs including interest charges
and other direct costs attributable to such properties. Net realisable
value is based on estimated selling prices in the ordinary course of
business as determined by management with reference to the
prevailing market conditions, less further costs expected to be

incurred to completion and selling expenses.

No depreciation is provided on properties under development.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Completed properties for sale

Completed properties for sale are stated at the lower of cost and
net realisable value. Net realisable value is based on estimated
selling prices in the ordinary course of business as determined by

management with reference to the prevailing market conditions.

Land premium payable
Land premium payable is accrued based on land costs for properties

under development in accordance with signed land grant contracts.

Foreign currency

The reporting currency of the Group is Hong Kong dollars.
Companies within the Group maintain their books and records in
Hong Kong dollars or Renminbi (“RMB”). Foreign currency
transactions are translated into Hong Kong dollars or RMB at
exchange rates in effect at the time of the transactions. Monetary
assets and liabilities denominated in other currencies at the balance
sheet dates are translated into Hong Kong dollars or RMB at rates
of exchange in effect at the balance sheet dates. Exchange

differences are dealt with in the income statement.

The financial statements of overseas subsidiaries are translated
into Hong Kong dollars at the rates of exchange ruling at the balance
sheet dates. Exchange differences arising on consolidation are taken

directly to the exchange translation reserve.
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46 NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

1. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

. Turnover and revenue recognition

Turnover comprised (1) pre-sale of properties under development

for sale; (2) sale of completed properties held for sale; (3) rental

income; and (4) property management income, the revenue of which

are recognised on the following bases:

1

Pre-sale of properties under development for sale

Pre-sale of properties under development for sale is recognised
over the entire period of construction in respect of properties
under development for sale, the pre-sale activities and
construction work of which have progressed to a stage when
the ultimate realisation of profit can be reasonably determined.
Business taxes are levied at 5% of gross turnover and the
turnover figure shown on the consolidated income statement
is presented net of business taxes. The total estimated profit
is apportioned over the entire period of construction to reflect
the progress of the development. On this basis, profit
recognised on the pre-sold portion of the properties is
calculated by reference to the proportion of construction costs
incurred at the end of the period to the estimated total
construction costs on completion with due allowance for
contingencies. The profit so recognised is restricted to the

amount of instalments received.

Sale of completed properties held for sale

Sale of completed properties held for sale is recognised upon
completion of sale and purchase agreement. The profit
recognised is restricted to the amount of instalments received.

Rental income

Rental income is recognised when rental is received or

receivable.
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31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)
Turnover and revenue recognition (continued)

(4) Property management income

Property management income is recognised when services are

rendered.

Revenue is recognised when the outcome of a transaction can be
measured reliably and when it is probable that the economic benefits
associated with the transaction will flow to the Group. Revenue
comprises the aforementioned items classified as turnover; together
with interest income which is recognised on a time proportion basis

on the principal outstanding and at the rate applicable.

When purchasers fail to pay the balance of the purchase price on
completion of properties and the Group exercises its right to resell
the property, sales deposits received in advance of completion are
forfeited and recorded as other revenue in the income statement.
In addition, profits recognised up to the time of forfeiture are

reversed.

Deferred taxation

Deferred taxation is provided under the liability method, at the
current tax rate, in respect of timing differences between profit as
computed for taxation purposes and profit as stated in the financial
statements, except where it is considered that no liability will arise

in the foreseeable future.

A deferred tax asset is not recognised unless the related benefits

are expected to crystallise in the foreseeable future.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

PRINCIPAL ACCOUNTING POLICIES

(CONTINUED)

Borrowing costs

Borrowing costs incurred to finance the development of properties
under development are capitalised until the development of the
relevant properties is completed and is included in the carrying
value of these assets at rates based on the actual cost of the specific

borrowings.

Operating leases

Leases where substantially all the rewards and risk of ownership
remain with the leasing company are accounted for as operating
leases. Rental payments under operating leases are charged to the
income statement on a straight-line basis over the period of the

relevant leases.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

2. RELATED PARTY TRANSACTIONS

Related parties are those parties which have the ability, directly or
indirectly, to control the other party or exercise significant influence over
the other party in making financial and operating decisions. Parties are
also considered to be related if they are subject to common control or

common significant influence.

a.  The Group had the following material transactions with related

2. BEALRY

BN 5 %S A e ) B SR R 5 — T
SR A B % 4 P I ) 55 — D AT AR
HEAOMANL o [ % NLZR— A+
ZEERN B — N L2 RG> IR S B
At o

a. AR A R BB AT NI E

parties during the year: KRG -
Consolidated
i
Nature of transactions Name of parties 1999 1998
RO R9)i W $’000 $'000
Tx Tt

Property design expenses Guangdong Zhujiang Property Design Company (1,307) (4,616)
SIE TGN B REBR VLR TR RS F

JADL Design International Ltd. (423) (1,007)

o R S s P I A PR )
Office rental expenses Tonking International Limited (1,044) (788)
M S I7i L B P A PR A

Guangdong Zhujiang Investment Company (368) (517)

JEOR R T4 8 )
Sales of properties under Guangzhou Tianhe Gaoxin Jishu Chanye 20,337 -

development Kaifaqu Construction Company

B B R0 v 7 0 2 3 B g e AN )

Guangzhou Watch Factory
JBE I 2% ik

The directors considered that these transactions were conducted in the

normal course of business and under normal commercial terms.
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

2. RELATED PARTY TRANSACTIONS (CONTINUED)
The balances with related parties are unsecured, non-interest

bearing and without pre-determined repayment terms.

c.  Referto Note 26 for a guarantee provided by the Group to a related

company.

3. TURNOVER

Sale/Pre-sale of properties &% TE &%
Property management income ¥ 34 # g A
Rental income FH 41 A

BR A 32 5 (D)
S £ 505 2 SR T IR AT - B K

A T A 5 T 1) — (] B 2 ) 4R B 2 AR

i 2 B Ff 5 26 o

CES

1999
$°000
T

1,323,506
4,285
722

1998
$°000
Tt

1,303,332

1,328,513

1,303,332




NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

4. PROFIT BEFORE TAXATION
The consolidated profit before taxation was determined after charging

and crediting the following items:

4.  BrBLb &R

FR A8 il % 5 A1 TS AR 41 BR KwE AR B IH B 4%

=3

E -

1999 1998
$’000 $'000
Tx TJu
After charging BB :
Depreciation of property, plant and equipment ¥13 - 5 K&t 2 Ir#8 2,466 1,688
Exchange loss, net {E 5518 i 48 110 1,341
Interest expense #5552
— bank overdrafts and loans wholly repayable within five years
JEA TLAF R R BRI 8R4 778 3 AR 20,265 4,922
Interest capitalised & &AL F] 5 (19,579) -
686 4,922
Auditors’ remuneration #%#5 i 4 1,106 878
Staff costs (including directors) B B 37t (G145 ) 22,662 18,635
Pension costs Bk 37 t 257 106
Operating lease rentals in respect of land and buildings
A B i A SEAR A A 1,412 1,037
After crediting BstA ¢
Interest income F R A
— bank deposits $R17172k 16,593 19,183
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NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

5. DIRECTORS’ EMOLUMENTS

Details of directors’ emoluments are:

Fees for executive directors 17 # $ 19414

Fees for non-executive directors £ 317 # F 1 #14:

Other emoluments for executive directors #1473 35 i F Al 4
— Basic salaries and allowances 27 #7 4 J il
— Discretionary bonus By f4-

Other emoluments for non-executive directors k.47 7 55 19 Ho At 4

5. HIEME
EHRWBMEFEBWT

1999
$’000
T

During the year, no emoluments were paid to the directors as an inducement
to join or upon joining the Group or as compensation for loss of office.

None of the directors has waived any emoluments during the year.

Analysis of directors’ emoluments by number of directors and emoluments

ranges is as follows:

Executive directors $117# F
Nil to $1,000,000 % 2:1,000,0007C
$2,500,001 to $3,000,000 2,500,001t % 3,000,0007C
$3,000,001 to $3,500,000 3,000,001t % 3,500,0007C
$4,500,001 to $5,000,000 4,500,001 G % 5,000,0007C
Non-executive directors JEHAT# F
Nil to $1,000,000 % 2:1,000,0007C

TR AR JE R o HE 2l S A A T P < A R o B
A S 114 A8 i SRS o B A A B AR A O Ok s

1 4 1 -

2 T o N O T < A5 ) 1A S < 0 A

T

Number of directors

wHAY

1999

1998




NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

6. SENIOR EXECUTIVES’ EMOLUMENTS 6. AT B4

Details of remuneration of the five highest-paid individuals (including H & & & #H A+ (AFEATEF LIES) W&
executive directors and employees) are as follows: R

1999 1998
$°000 $'000
Tt Tt
Basic salaries and allowances 3£A4s#7 4 f e fg 5,922 5,881
Discretionary bonus 1% € 4L 2,680 1,988
8,602 7,869
Number of directors included 2 25 A % 3 4
Number of employees included /g & A2k 2 1
5 5

During the year, no emoluments were paid to the five highest-paid A A4EEF » A HKEHFA L (OFEF X HAE
individuals (including directors and other employees) as inducement to &) 3 5 A} AT 4] B 4 1 25 i "2 A 42 ) ) 38 By
join or upon joining the Group or as compensation for loss of office. A0 B AR B AR A B R R IR R A AE o
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31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HIIET A=t —H AR WES > P SR D0k B

6. SENIOR EXECUTIVES’ EMOLUMENTS 6. FEBATEBIA EH 4 @)
(CONTINUED)

Analysis of emoluments paid to the five highest-paid individuals  #% A B %M &4k 51 #)0 E St P R & EFHA

(including executive directors and employees) by number of individuals £+ (AT EF KIES) WM L& H T ¢

and emolument ranges is as follows:
Number of executives

T IN-YN
1999 1998
Nil to $1,000,000% %:1,000,0007C 3 3
$2,500,001 to $3,000,000 2,500,0017% % 3,000,0007C 1 -
$3,000,001 to $3,500,000 3,000,0017% % 3,500,0007C — 2
$4,500,001 to $5,000,000 4,500,0017% % 5,000,0007C 1 -
5 5
7. TAXATION 7. BiE
Taxation in the consolidated income statement comprised: LG AR R M BLIH AL
1999 1998
$’000 $'000
T Tt
Current taxation 4= #8115

— Hong Kong profits tax #& # Fl| {55 274 6,400

— PRC enterprise income tax H [ 4 2 fir 584 61,923 11,537

— PRC land appreciation tax [ - 138 (g B 5,034 -
Write-back of overprovision of 7% 1 f# #5 5]

— Current PRC enterprise income tax 7 #f = Bl £~ 2£ fir /5 81 - (1,177)
Special rebate by the Government of HKSAR 7 i 45 7l 17 B % BURF 45 Bl R B (29) -
Deferred taxation #E fEBi IE

— PRC enterprise income tax [ 4 2 fir 584 95,655 124,826

— PRC land appreciation tax [ - 3% (g B - 16,552

@ © © o ¢ o o o 0 o ¢ 0o © o © 0 © 0 © 0 © © 0 © © 0 © 0 © 0 © 0 © © © 0 0 0 0 0 0 0 0 0 0 06 0 0 0 0 0 0 0 0 0 0 0 0 o

162,857 158,138




NOTES TO THE FINANCIAL STATEMENTS Bt % # & M &t

31st December, 1999 (Amounts expressed in Hong Kong dollars unless otherwise stated)
—HJUET A= H (RBA TR > B S DL e 2 AL

TAXATION (CONTINUED)
Hong Kong profits tax
Hong Kong profits tax was provided at 16% (1998 - 16%) on the

assessable profits arising in or derived from Hong Kong,

Overseas income tax

The Company is exempted from taxation in Bermuda until 28th
March, 2016. PRC enterprise income tax represents tax charges
on the assessable profits of subsidiaries operating in the PRC at a

rate of 33% (1998 - 33%).

PRC land appreciation tax

PRC land appreciation tax is levied at progressive rates ranging
from 30% to 60% on the balance of the proceeds received on transfer
of real properties after deducting certain deductible items including
consideration paid for acquisition of land use rights, land
development costs incurred, construction costs spent for new
buildings and facilities on the land or the assessed value of old
buildings and facilities on the land and taxes paid in relation to the
transfer of real properties. In December, 1999, the National Tax
Bureau granted a tax ruling to the Group to extend the land
appreciation tax exemption period up to 31st December, 2000

regarding development projects registered before 1st January, 1994.

On 3rd March, 1999, the Government of Hong Kong Special
Administrative Region (“HKSAR”) announced a special profits tax
rebate of 10 per cent on the profits tax charged and paid for the
year of assessment 1997/98. In this connection, the amount of tax
rebate received from the Government of HKSAR, which amounted
to approximately $29,000, had been recognised in the income

statement of the current year.

B (8D
HEABEB
FWAEB IR EBEASCRAFBZ
JRE BB Ui K1) 4% 16% (— JLIL/NAE — 16%) 2
Bl R o

#i A 73 BE
ARANFVERGHMN A TERHE 2 — % —
NEZHZHNH o PR EFREB T
A R A I 2 ) ) MR U 1 42 33%
(— JLAJNAE —33%) Z BE G -

o B BB

o R - 44 B R b E 2 R T A5 K
T 5 AT 10k T 6 45 i 6 e e
RERTA Z AV - LB B ALA ~ FEa% it
b R R R B it T 7E 2 B 5 AR R AE
% b 2 KB K Rt A B e b
FERTAT 2 B8R0 > 3% BB R 30% %
60%BL - —JLILILAE+ = H » BIRH
B R R M — TR BB B > BB E A
B — UL 4E— A — H RS2 IEH 2 %% R I
Bz bW EB RN ERE TR RE
+=A=+—H-

W AIESA=H > B RI47 R
IR (TR RBURT ) A it — uu e/
T\ FRBLAR BENSCR S S B S BT 45l
FIASBIRBI10% o BRUL 18 vk 5 [ BURF Ui
BB B AR £929,0007T - Sl LA AS 4R B U 7
RINTER o

55

HOPSON DEVELOPMENT HOLDINGS LIMITED ANNUAL REPORT 1999 &#4AIREMARAF —ILIESER




