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Report of the Directors
ESEHSE

The Directors are pleased to present their annual report together
with the audited accounts of Hopson Development Holdings
Limited (“the Company”) and its subsidiaries (together “the
Group”) for the year ended 31st December 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries,
associates and jointly controlled entity are principally engaged
in investment holding and property development, property
investment and property management.

An analysis of the Group’s turnover and their respective
contributions to operating profit for the year ended 31st
December 2002 by business segment is as follows:

EEEeMARZALREBERAR (AR
Al REMBAR A THEIAEE]DBE—F

EoFt+-A=1— Etifﬁﬁii& BEES
%A -

FEXK

ARAR/—HREERAR  BTEHBR
Al BERR R AR ERTIRRERER
B MFRER - MERRERMFRETERF

AEFEHEE—EE-_F+_A=+—HILFE
BEBKE TN EXBRESSHEE RFNE
BAOMTIAT

Contribution
to operating

Turnover profit

R

=] =11

HK$’000 HK$°000

FHETT FiBT

Property development YRR 2,073,847 414,541
Property investment YA 18,414 16,573
Property management MEER 34,528 1,209
2,126,789 432,323

Other revenue HE A 2,632
434,955

No analysis of the Group’s turnover and contributions to operating
profit by geographical location is presented as substantially all
of the Group’s turnover and profit for the year ended 31st
December 2002 were derived from activities carried out in
mainland China.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31st December 2002, the five largest
customers of the Group accounted for approximately 1% of the
Group’s turnover while the five largest suppliers of the Group
accounted for 72% of the Group’s purchases. In addition, the
largest customer of the Group accounted for approximately 0.3%
of the Group’s turnover while the largest supplier of the Group
accounted for 43% of the Group’s purchases.

Save for the association with certain related companies as set
out in Note 3 to the accompanying audited accounts, none of
the Directors, their associates or any shareholders (which to the
knowledge of the Directors owned more than 5% of the
Company'’s share capital) has a beneficial interest in the Group’s

five largest customers or five largest suppliers.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31st December
2002 are set out in the consolidated profit and loss account on

page 46 of this annual report.

An interim dividend of HK$0.02 per share, totalling
HK$20,040,000, was declared and paid during the year. The
Directors recommend the payment of a final dividend of HK$0.02
per share, which will bring the total dividends for the year ended
31st December 2002 to HK$40,080,000.

SHARE CAPITAL

Details of movements in share capital of the Company are set
out in Note 35 to the accounts.
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RESERVES

Movements in reserves of the Group and of the Company during
the year are set out in Note 37 to the accounts.

Distributable reserves of the Company as at 31st December
2002, calculated under the Companies Act of Bermuda,
amounted to HK$6,608,000 (2001: HK$2,728,000).

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

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
ended 31st December 2002.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws and there is no restriction against such
rights under the laws of Bermuda.

PROPERTIES AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in properties and equipment and

investment properties of the Group during the year are set out in

Notes 14 and 15 to the accounts respectively.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s subsidiaries and associates are
set out in Notes 19 and 20 to the accounts respectively.
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BANK LOANS

Particulars of bank loans as at 31st December 2002 are set out
in Notes 30 and 31 to the accounts.

PENSION SCHEMES

Details of the pension schemes are set out in Note 42 to the

accounts.

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 pages 125 to
128.

CONNECTED TRANSACTIONS

The Stock Exchange of Hong Kong Limited (“the Stock
Exchange”) has granted a waiver to the Company from strict
compliance with the requirements of the Rules Governing the
Listing of Securities on the Stock Exchange (“the Listing Rules”)
on the following recurring connected transactions for each of
the three years ended 31st December 2002. Pursuant to the
waliver, the Company is not required to disclose details of such
connected transactions by press notice and/or circular and/or
to obtain prior independent shareholders’ approval. Details of

such connected transactions are as follows:

(i)  During the year ended 31st December 2002, the Group
appointed Guangdong Zhujiang Construction Co. Ltd. (‘GZ
Construction”) as its main contractor in respect of
construction works to be carried out for the property
development projects of the Group. The appointment of
GZ Construction as the Group’s main contractor will be on
normal commercial terms which are fair and reasonable so
far as the shareholders of the Company are concerned.
Further, individual construction contracts will only be
awarded to GZ Construction if the terms offered by it are
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not less favourable than those offered by other contractors.
GZ Construction is a connected person of the Company
under Chapter 14 of the Listing Rules because it is a 60%-
owned subsidiary of Guangdong Zhujiang Investment
Limited (“GD Zhujiang”), a minority shareholder of certain
subsidiaries of the Company. During the year ended 31st
December 2002, construction fees paid/payable to GZ
Construction amounted to approximately
HK$1,969,000,000 (2001: HK$950,000,000).

During the year ended 31st December 2002, certain
subsidiaries of the Company entered into agreements with
Guangdong Esteem Property Services Limited (“Esteem”)
whereby Esteem agreed to manage the unsold units of the
Group’s properties in return for management fees equal to
50% of those charged to owners of individual units of the
sold properties. Esteem is a connected person of the
Company under Chapter 14 of the Listing Rules because
10% equity interest of Esteem is held by Guangdong
Zhuijiang Property Management Company, a wholly-owned
subsidiary of GD Zhujiang. During the year ended 31st
December 2002, management fees paid/payable to Esteem
amounted to approximately HK$2,250,000 (2001:
HK$1,490,000).

The Independent Non-executive Directors have reviewed the

above transactions and confirmed that:

a. the above transactions have been conducted at arm’s
length between the parties on normal commercial terms
and in the ordinary and usual course of the business of
the Group, and are fair and reasonable so far as the
shareholders of the Company are concerned;

b. the above transactions have been carried out on terms
no less favourable than terms available from

independent third parties;
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c. the disclosure provided herein in respect of the details
of the above transactions is in compliance with Rule
14.25 (1)(A) to (D) of the Listing Rules;

(i) during the year ended 31st December 2002, construction
fees paid/payable to GZ Construction amounted to
approximately HK$1,969,000,000 (2001:
HK$950,000,000), which has not exceeded the annual
construction fees payable to GZ Construction in respect of
the year concerned as permitted under the said waiver from
the Stock Exchange; and

(iiy during the year ended 31st December 2002, management
fees paid/payable to Esteem amounted to approximately
HK$2,250,000 (2001: HK$1,490,000), which has not
exceeded the annual management fees payable to Esteem
in respect of the year concerned as permitted under the
said waiver from the Stock Exchange.

The auditors of the Company have reviewed the above
transactions and confirmed that the transactions:

(1) have received approval from the board of Directors;

(2) arein accordance with the pricing policies of the Company;
and

(8) the above transactions have been carried out on terms no
less favourable than terms available from independent third
parties.

Save as disclosed in Note 3 to the accounts, no other contracts
of significance in relation to the Company’s business to which
the Company or any of its subsidiaries, associates, jointly
controlled entity or holding company was a party and in which
any of the Company’s Directors had a material interest, subsisted

at the end of the year or at any time during the year.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

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

of this report are:

Executive Directors

Mr. Chu Mang Yee (Chairman)

Mr. Tse Sai Tung, Stones (Managing Director and CEQO)
Mr. Au Yeung Fu, Anthony (Deputy Chairman)

Mr. Xiang Bin (Deputy Chairman)

Mr. Au Wai Kin

Mr. Cheung Fong Wing

Ms. Xiao Yan Xia

Independent Non-executive Directors

Mr. Yuen Pak Yiu, Philip
Mr. Lee Tsung Hei, David
Mr. Wong Shing Kay, Oliver

All Directors except Mr. Chu Mang Yee and Mr. Tse Sai Tung,
Stones are subject to retirement by rotation at annual general
meetings of the Company in accordance with the Company’s
bye-laws. In accordance with the Company’s bye-laws, Mr. Au
Yeung Fu, Anthony, Mr. Yuen Pak Yiu, Philip, Mr. Lee Tsung Hei,
David and Mr. Wong Shing Kay, Oliver retire from office by rotation
and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

None of the 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.
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DIRECTORS’ INTERESTS IN SHARES AND
DEBT SECURITIES

As at 31st December 2002, the interests of Directors and their
respective associates in the shares of the Company as recorded
in the register maintained under Section 352 of the Securities
and Futures Ordinance or as required pursuant to the Model
Code for Securities Transactions by Directors of Listed
Companies, to be notified to the Company and the Stock
Exchange were as follows:
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Number of shares of the Company Percentage

KARRGBHA of shares

Personal Family ~ Corporate Other outstanding

interests interests interests  interests Total {EERT

Name of directors e AR xBEZ  AFEE  HtER &it RBBEAL

Mr. Chu Mang Yee (a) REKTER) - - 637,500,000 - 637,500,000 63.62%

Mr. Au Wi Kin (b) EER %) - - 87,500,000 - 37,500,000 3.74%

Mr. Cheung Fong Wing (c) RFRTE) - - 38,000,000 - 38,000,000 3.79%

Ms. Xiao Yan Xia e 100,000 - - - 100,000 0.01%
Notes — Bz —

a.  Mr. ChuMang Yee held 637,500,000 shares of the Company through Sounda
Properties Limited, a company wholly-owned by him, and HKSCC Nominees

Limited.

b.  Mr. AuWai Kin held 37,500,000 shares of the Company through a company

wholly owned and controlled by him.

c.  Mr Cheung Fong Wing held 38,000,000 shares of the Company through a

company 60% owned by him and 20% owned by his spouse.
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Other than disclosed herein, as at 31st December 2002, neither
the directors nor their associates had any interests in any shares
of the Company and its associated corporations (within the
meaning of the Securities and Futures Ordinance) which were
required to be notified to the Company pursuant to section 341
of the Securities and Futures Ordinance (including interests which
they were deemed or taken to have under section 344 of the
Securities and Futures Ordinance) or which were required to be
recorded under section 352 of the Securities and Futures
Ordinance.

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 at 31st
December 2002, Mr. Tse Sai Tung, Stones and Mr. Xiang Bin,
Executive Directors of the Company, have personal interests in
share options to subscribe for shares of the Company. The
following table discloses movements in the company’s share
options outstanding at the beginning and end of the year:
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Number of share options
BREHE
Exercised
Exercise price Beginning  Granted during during
per share of year the year theyear  End of year
Date of grant RHAH BRITEE F1 FRARE FRITE FR
Mr. Tse Sai Tung, Stones ~ #itt R 54
14th July 1998 —ANN\ELATEA HK$1.497% T 2,000,000 - - 2,000,000
14th July 1999 —ANELATEA HK$1.0078 T 1,000,000 - - 1,000,000
18th September 2002~ —ZZ-FEAA+\H HK$1.1678 7T - 1,000,000 - 1,000,000
3,000,000 1,000,000 - 4,000,000
Mr. Xiang Bin BREE
30th April 2002 “EE-FNA=1H HK$1.178 72 - 1,000,000 - 1,000,000
3,000,000 2,000,000 - 5,000,000
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(1) The closing price of the Company’s shares immediately
before the date of grant of the share options was HK$1.40.

(2) The closing price of the Company’s shares immediately
before the date of grant of the share options was HK$1.45.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries, associates, jointly controlled
entity or holding company 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

As at 31st December 2002, according to the register of
substantial shareholders maintained under Section 33b of the
Securities and Futures Ordinance, the Company had been
notified of the following interests, being 5% or more of the issued
share capital of the Company:

Report of the Directors
BEEeRE

(1) AR AR L IEAE B HAgT AU
BA1.4078 7T °

(2) AARRMHREER LB BTa
BA1.458 7T o

B EXPTREES - AARSHETMHER

A BEARE - HREHERIUERARNRA

FAMBL2REMLH  BEAARNESRHE

HKE%Z?KQT‘JZEﬂﬁi\@/f/\@ 2 B AR SRS
&7 (BIEEZ) Mk -

FERR

RIBEARARIRE S LB RDIFIBREFHNE
ERRECMAE - ARRFETIALR S
EE_F+ A=t HEARRBEHITRA
PFEE5% A EiER

/

Number of issued shares  Percentage holding

Name of shareholders BRERAE ERITROEE FRESL
Sounda Properties Limited FEBFXBRAA 637,500,000 63.62%

Save as disclosed above, the Company had no notice of any
interests to be recorded under Section 33b of the Securities
and Futures Ordinance as at 31st December 2002.

INFORMATION ON SHARE OPTION
SCHEMES

At the special general meeting held on 4th November 2002, the
Company adopted a new Share Option Scheme (“the New
Scheme”) and, at the same time, terminated the Share Option
Scheme adopted on 4th April 1998 (“the Old Scheme”).
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For the year ended 31st December 2002, 2,000,000 number of
share options was granted under the Old Scheme. The Directors
do not consider it appropriate to disclose a theoretical value of
the share options granted during the year because in the absence
of a readily available market value of the share options on the
ordinary shares of the Company, any calculation of the value of
options ascertained on various theoretical bases and subjective
assumptions will not be meaningful and may be misleading to
shareholders in the circumstances.

The following is a summary of the New Scheme disclosed in
accordance with the Listing Rules:

1. Purpose of the New As recognition of the contribution
Scheme of the participants by granting
options to them as incentives or

rewards

2. Participants of the New Any executive, employee, director

Scheme (including executive director and
independent non-executive
director), consultant, adviser and/
agent of the company or any of

its subsidiaries

3. Total number of shares 100,200,000 shares unless

available for issue shareholders’ approval has been
under the New Scheme obtained pursuant to the terms of
and percentage of issued the New Scheme (10% of issued
share capital as at

31st December 2002

share capital)
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Maximum entitlerent
of each participant
under the

New Scheme

The period within
which the shares
must be taken up

under an option

The minimum period
for which an option
must be held before
it can be exercised

The total number of shares
issued and to be issued upon
the exercise of the share options
already granted or to be granted
to each participant (including both
exercised and outstanding share
options) in the 12-month period up
to and including the date of grant
shall not exceed 1% of the issued
share capital as at the date of
grant. Any grant of further options
above this limit shall be subject to
certain requirements as stipulated
in the rules of the New Scheme

Commencing on the date of grant
of an option and expiring at 5:00 p.m.
on the earlier of the business day
preceding the fifth anniversary
thereof and the business day
preceding the tenth anniversary of
the date on which the New

Scheme was adopted

Completion of half year’s full-time
services with the Company or a
subsidiary
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7. The amount payable Nil 7.

on application or
acceptance of the
option and the period
within which payments
or calls must or may
be made or loans for

such purposes must

be paid

8. The basis of The exercise price is determined 8.
determining the by the board of Directors and shall
exercise price at least be the highest of:

a. the closing price of the
Company’s shares as stated
in the Stock Exchange’s daily
quotations sheet on the date
of grant of the relevant
options;

b. the average closing price of
the Company’s shares
as stated in the Stock
Exchange’s daily quotation
sheets for the five business
days immediately preceding
the date of grant of the
relevant options; and

c. the nominal value of the
Company’s shares
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9. The remaining life of The New Scheme was adopted
on 4th November 2002 and will

expire at 5:00 p.m. on the

the New Scheme

business day immediately
preceding the tenth anniversary
thereof

MANAGEMENT CONTRACT

No contract 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.

CODE OF BEST PRACTICE

Throughout the year, the Company was in compliance with the
Code of Best Practice (“the Code”) as set out in Appendix 14 of
the Listing Rules, except that the Independent Non-executive
Directors of the Company are not appointed for specific terms.
However, all Directors except for the Chairman and Managing
Director are subject to retirement by rotation at annual general
meetings of the Company in accordance with the Company’s
bye-laws. In the opinion of the Directors, this meets the objective
of the Code.

AUDIT COMMITTEE

The Company has set up an audit committee which comprises
Mr. Yuen Pak Yiu, Philip, Mr. Lee Tsung Hei, David and Mr. Wong
Shing Kay, Oliver, all of whom are Independent Non-executive
Directors of the Company. The primary duties of the audit
committee are to review and supervise the internal control system
and financial reporting process of the Group. The audit committee
met with management and auditors of the Company to discuss
the Group’s internal control procedures and financial reporting
matters during the year ended 31st December 2002.
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SUBSEQUENT EVENTS

The Directors consider it beneficial to the Group to strengthen
its property investment and development business in Shanghai.
On 20th February 2003, the Group entered into agreements to
acquire the entire interest in a property development project in
Shanghai, mainland China. The aggregate consideration for the
acquisitions together with certain payments and capital
contribution to be payable by the Group in connection with such
investment amounted to approximately HK$402,752,000.

AUDITORS

Arthur Andersen & Co audited the Company’s accounts for the
years ended 31st December 2000 and 2001 and resigned as
the Company’s auditors with effect from 5th July 2002. The
Company, at a special general meeting held on 4th November
2002, has appointed PricewaterhouseCoopers as its auditors.
The accounts were audited by PricewaterhouseCoopers who
retire and, being eligible offer themselves for re-appointment.

On behalf of the board of directors,
CHU MANG YEE

Chairman

Hong Kong, 14th April 2003
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