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The directors have pleasure in submitting their report together
with the audited accounts of the Company and the Group
for the year ended December 31, 1999.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
principal business of the Group is the retailing and distribution
of value for money casual apparel and accessories under
the “"GIORDANQO”, “GIORDANO LADIES”, “GIORDANO
JUNIOR” and “BLUESTAR EXCHANGE” brands. The Group
also carries on apparel manufacturing operations which
support the Group’s retailing business and supply products
to third parties.

An analysis of the Group’s turnover and contribution to
operating profit (after finance costs) by activities is as follows:

1999 1998
EXRT EERA
ZRE Z AR
Contribution Contribution
E¥# tooperating EEHE o operating
Turnover profit Turnover profit
FTER FTER TER THL
HK$’000 HK$'000 HK$'000 HK$'000
Retail and 2,891,450 317,000 2,296,395 56,168
Distribution
Manufacturing 200,721 30,838 312,853 10,684
3,092,171 347,838 2,609,248 66,852

®




EEEHEE

)

. py

RERHEES  AEBZEEBEINN The geographical analysis of the Group’s turnover is as m

T follows: 2

(@]

Py

1999 1998 %)

FET FE T -

HK$’000 HK$’000 m

v

N . (@]

=P | Taiwan 953,141 710,125 -

EH Hong Kong 771,045 652,594 —
] K PE Mainland China 545,760 517,806
37 3K Singapore 349,224 233,521
BH Korea 154,241 92,597
SRS Japan 82,838 150,835
ERA D Malaysia 77,845 39,682
FR Middle East 54,337 43,537
FRE Philippines 35,838 70,615
% Thailand 21,028 13,137
%8 United States of America 11,103 47,460
Hipih & Other territories 35,771 37,339

3,092,171 2,609,248

HEEH FINANCIAL INFORMATION

rREBE-AAAE+TZBA=1T—-H The results and cash flow of the Group for the year ended
LEE¥BE HERBRAATEK December 31, 1999, and the state of affairs of the Company
EERZAZHBMRRBEEREITZSS and of the Group as at that date, are set out in the accounts
EZBER - on pages 47 to 85.

IFEFHMERE FIVE-YEAR FINANCIAL SUMMARY

AEEBEIIMNBEECEE B A summary of the results, assets and liabilities of the Group
REBHEHRESCE - for the last five financial years is set out on page 86.
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MAJOR SUPPLIERS AND CUSTOMERS

During the year, the five largest suppliers of the Group
accounted for approximately 31.3% of the Group’s aggregate
purchases and the largest supplier accounted for
approximately 9.3% of the Group’s aggregate purchases.
The aggregate percentage of the Group’s turnover
attributable to the Group’s five largest customers are less
than 30%.

As far as the directors are aware, none of the directors and
their associates within the meaning of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Stock Exchange”) (“Listing Rules”), or any
shareholder (who to the knowledge of the directors owned
more than 5% of the Company’s share capital) had any
interest in the five largest suppliers of the Group for the year
ended December 31, 1999.

DIVIDENDS

An interim dividend of 6.5 HK cents (1998: 1.0 HK cent) per
share was paid on August 25, 1999.

The directors recommend to shareholders the payment of a
final dividend of 11.0 HK cents (1998: 3.5 HK cents) per
share and a special dividend of 17.0 HK cents (1998: Nil)
per share, both with an option to elect to receive new shares
in lieu of cash, for the financial year ended December 31,
1999.

SHARE CAPITAL AND SHARE OPTIONS
Details of the movements in share capital of the Company

and share options granted by the Company during the year
are shown in note 19 to the accounts on pages 71 to 76.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year, the Company repurchased a total of
1,622,000 of its own shares of HK$0.10 each on the Stock
Exchange, all of which were cancelled. The directors consider
the share repurchases will lead to an enhancement of the
Company’s earnings per share and the value of its shares.
Details on the shares repurchased during the year are set
out in note 19 to the accounts on pages 72 and 73.

Save as disclosed above, neither the Company nor any of
its subsidiaries, otherwise purchased, sold or redeemed any
of the Company’s shares during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-Laws although there are no restrictions
against such rights under the laws of Bermuda.

RESERVES

Movements in reserves during the year are set out in note
20 to the accounts on pages 77 to 79.

FIXED ASSETS

During the year, the Group acquired fixed assets of
approximately HK$119 million. Movements in fixed assets
during the year are set out in note 13 to the accounts on
pages 66 and 67.

SUBSIDIARIES
Details of the Company’s principal subsidiaries at

December 31, 1999 are set out in note 28 to the accounts
on pages 83 to 85.
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CHARITABLE DONATIONS

Donations made for charitable purposes by the Group during
the year amounted to HK$901,000 (1998: HK$234,304).

DIRECTORS

The directors who held office during the year and up to the
date of this report were:

Mr. LAU Kwok Kuen, Peter

Mr. William Garrett BENNETT

Mr. Barry John BUTTIFANT

Mr. CHAN Kui Tim, Jimmy

Mr. FUNG Wing Cheong, Charles

Mr. LEE Peng Fei, Allen, JP (appointed on September 10, 1999)

Mr. MAH Chuck On, Bernard (appointed on June 14, 1999)

Mr. NG Sze Yuen, Terry

Mr. WONG Pak Chuen, Paul (appointed on June 14, 1999)

Mr. CHEUNG Kwok Leung, Peter (resigned on December 20, 1999)
Mr. Edward James WU (resigned on October 1, 1999)

Messrs. William Garrett Bennett, Lee Peng Fei, Allen, Jp, Mah
Chuck On, Bernard and Wong Pak Chuen, Paul will retire at
the forthcoming Annual General Meeting in accordance with

Bye-Laws 98 and 101(B) of the Company’s Bye-Laws and,
being eligible, offer themselves for re-election.

Biographical details of the directors of the Company and
senior management of the Group as at the date of this report
are set out on pages 6 to 9.
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DIRECTORS’ INTERESTS IN CONTRACTS

None of the directors had a material interest, whether
directly or indirectly, in any contract of significance
subsisting during or at the end of the year to which the
Company or any of its subsidiaries was a party.

DIRECTORS’ INTERESTS IN SHARE CAPITAL

At December 31, 1999, the interests of the directors in the
share capital of the Company were as follows:

BREMBRTE

ZHBRETRE

Bz E

Number of

shares over

RERNPBERERRE which options

Number of shares held have been

and nature of interest granted which

BA B &l o1 ] remained

Director Personal Family Corporate Total  outstanding
Lau Kwok Kuen, Peter 3,220,000 - - 3,220,000 15,000,000
Chan Kui Tim, Jimmy 1,500,000 - - 1,500,000 11,000,000
Fung Wing Cheong, Charles - - - - 700,000
Mah Chuck On, Bernard - - - - 704,000
Ng Sze Yuen, Terry 196,000 - - 196,000 -
Wong Pak Chuen, Paul 170,000 - - 170,000 922,000

Save as disclosed above, none of the directors and their
associates had any interests in the share capital of the
Company or its associated corporations (within the meaning
of the Securities (Disclosure of Interests) Ordinance
(“Ordinance”)) which have to be notified to the Company
and the Stock Exchange pursuant to section 28 of the
Ordinance (including interests which they are deemed or
taken to have under section 31 of, or Part | of the Schedule
to, the Ordinance) or which are required, pursuant to section
29 of the Ordinance, to be entered in the register referred to
therein.
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DIRECTORS’ BENEFITS FROM RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

During the year, none of the directors of the Company was
granted options to subscribe for shares of the Company. In
addition, none of the options granted to the directors
previously was exercised by the directors during the year.

Apart from the above, at no time during the year was the
Company or any of 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
debentures of the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

So far as the directors are aware, no parties were, directly
or indirectly, interested in 10% or more of the issued share
capital of the Company as at December 31, 1999 as
recorded in the register required to be kept by the Company
under section 16 of the Ordinance.

SERVICE CONTRACTS

The directors being proposed for re-election at the
forthcoming annual general meeting do not have any service
contract with the Company or its subsidiaries which is not
determinable by the Group within one year without payment
of compensation (other than statutory compensation).
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BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS

At December 31, 1999, the Company did not have any bank
loans and overdrafts except other borrowings which were
repayable over the following periods:

MEHEERE
Obligations under
finance leases

FTET

HK$°000

On demand or within one year 4,258
Between one and two years 4,258
Between two and five years 12,772
Over five years 710
21,998

COMPLIANCE WITH CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied
with the Code of Best Practice as set out in Appendix 14 of
the Listing Rules throughout the year, except in relation to
guideline 7: as non-executive directors of the Company are
appointed for a term expiring upon their retirement by rotation
as required by the Company’s Bye-Laws; and guideline 11:
as a matter of Company policy, remuneration of directors is
dealt with by a compensation committee appointed by the
board of directors of the Company which comprises two
executive directors, two independent non-executive directors
and an independent management consultant.
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YEAR 2000 COMPLIANCE

The Group is well aware that certain computer programs
and hardwares in use might not function effectively in year
2000. The board of directors has appointed a project team
comprising ten members to ensure all systems in use by the
Group are Year 2000 compliant.

Further to the Group’s latest disclosure made in the 1999
Interim Report, the Group is pleased to announce that the
Year 2000 compliance program, including reviews,
modification and replacement work, testing and
implementation, was completed in the third quarter of 1999.
The Group’s computer systems functioned smoothly during
the transition from December 31, 1999 to January 1, 2000.
To date, the turn of the millennium has not caused any
adverse effect on the Group’s operations.

The costs provided for and incurred for the Year 2000
compliance project for upgrading the hardware and modifying
the software were approximately HK$4,000,000. The Group
has no further commitments in respect of the Year 2000
compliance project.

AUDITORS

PricewaterhouseCoopers, being eligible, offer themselves for
re-appointment, and a resolution to this effect will be
proposed at the forthcoming Annual General Meeting.

On behalf of the board

LAU KWOK KUEN, PETER
Chairman

Hong Kong, March 2, 2000
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