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Results And Dividend

In the six months ended 31 December 2000, net profit increased from $458.2 million to $493.4

million, an increase of 8% over the previous year's figure. Earnings per share increased by 8% to 37.3

cents. Your board declared an interim dividend of 12 cents per share (1999: 12 cents) payable on 20

April 2001 to shareholders of record on 12 April 2001.

Operations Review

This is the first year that all new proper ty development projects are handled by our 60% owned

subsidiary Amoy Proper ties. At Hang Lung, we have been busy identifying new oppor tunities which

will provide us with a second platform from which to build a sustainable business. At the same time,

we are completing the remaining real estate projects.

Bought in early 1995, the Ma On Shan project called Baycrest should have been pre-sold in 1997

when the market was booming. Unfor tunately serious soil problems delayed it by some 18 months. By

then, the Asian crisis had driven prices down. Instead of selling then, we waited until construction was

nearly completed. By last August, we determined that the residential market was unlikely to materially

recover in the near future, and so decided to bite the bullet. For tunately, a window of opportunity to

sell was afforded by the announcement of the SAR government that the policy of annually building

85,000 residential units was no longer in effect.

Due to savvy marketing, we were able to create quite a stir in Hong Kong. So much so that the

successful campaign, followed by that of one or two other projects of our competitors, gave many

people the impression that the residential market was recovering quickly. Some developers even

bought land based on that flurry of activities. We sold 90% of the 618 unit development in a matter of

two to three months. Both market sentiment as well as prices have since subsided. As of today, about

95% of the apar tments are gone. At the joint venture project Tung Chung Crescent, 271 flats were

also sold during the six months under review.

Management discussion and analysis of the group’s performance
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Our subsidiary Amoy has been successful in fur ther acquiring land for development. In December it

won an auction for a 20,200 square meter residential plot next to Olympic Station of the subway

system. The site has an unobstructed view of the harbor and we will build 1,840 units totalling approximately

150,000 square meters. Interestingly, a neighboring piece that was inferior in shape and smaller was

sold a year before for over 50% of our unit land cost. As such, we are in a good competitive position.

Rental activities at Amoy have been recovering. While benefits are not yet apparent in the present

fiscal year, we should see better days in 2001/02.

Our hospitality subsidiary Grand Hotel Holdings has traded well; both top and bottom lines have

improved. Average room rates rose significantly at the expense of occupancy which moderated slightly.

Prospect

So far we have only placed small amounts of money in a number of new investments outside of real

estate. I am hopeful that within the next twelve months, we will have something more concrete to

report. Whether any of those new initiatives will develop into serious businesses will still be unclear at

that point, but they should represent good oppor tunities.

Until we are successful in the above, real estate, through our major subsidiary Amoy Proper ties, will

remain the mainstay of our business. Judging from the land that Amoy has purchased in the past

twenty some months, and provided that proper ty prices stay at today’s level, our future should be

quite pleasing. Indications in the past weeks have added optimism — as a direct result of a series of

government actions, there are good arguments that residential prices may have bottomed. Although I

do not expect them to shoot up any time soon, a gradual increase will mean even better profits for us.

Investment proper ties should also generate steady to rising incomes in the coming year or two. All in

all, healthy growth in total profits should last for the next four to five years.
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Purchase, Sale Or Redemption Of Listed Securities

During the six months ended 31 December 2000, the Company repurchased a total of 2,277,000

shares of $1.00 each of the Company on The Stock Exchange of Hong Kong Limited at prices ranging

from $6.00 to $6.25 per share. The aggregate consideration of $13.8 million paid was charged against

retained profits and the nominal value of the shares repurchased of $2.2 million was transferred to

capital redemption reserve. All of these shares had been cancelled by the Company upon repurchase.

Save as aforesaid, the Company and its subsidiaries had not purchased, sold or redeemed any of the

Company’s listed securities during the period.

Compliance With The Code Of Best Practice

None of the directors is aware of information that would reasonably indicate that the Company is not,

or was not for any par t of the accounting period, in compliance 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.

Directors’ Interests In Shares

As at 31 December 2000, the interests of each director and their associates in the issued share capital

of the Company and its associated corporations as recorded in the register required to be kept under

Section 29 of the Securities (Disclosure of Interests) Ordinance or as otherwise notified to the Company

and The Stock Exchange of Hong Kong Limited pursuant to the Model Code for Securities Transactions

by Directors of Listed Companies are set out on Table 1.

During the period, none of the directors and their respective spouses and children under 18 years of

age had been granted any rights to subscribe for equity or debt securities of the Company.

Substantial Shareholders’ Interests In Shares

As at 31 December 2000, the interests of every person, other than directors of the Company, in the

issued share capital of the Company as recorded in the register required to be kept under Section

16(1) of the Securities (Disclosure of Interests) Ordinance are set out on Table 2.

On Behalf of the Board

Ronnie C. Chan
Chairman

Hong Kong, 2 March 2001

 ( )  ( ) 
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Table 1: Directors’ Interests In Shares

The Company 

Shares of HK$1.00 each Share Options

(Note 1  1)

Personal Family Corporate Other Personal

Interests Interests Interests Interests Interests

Ronnie C. Chan — — — 339,034,580 (Note 2  2) —

S.S. Yin — — — — —

Nelson W.L. Yuen — — — — 2,500,000

Gerald L. Chan — — — 339,034,580 (Note 2  2) —

Laura L.Y. Chen — — — — —

H.K. Cheng — — — — —

Wilfred S.L. Ho — — — — 1,250,000

Simon S.O. Ip — — — — —

Alfred H.K. Li — — — — 1,250,000

Amoy Properties Limited 

Ordinary Shares of HK$1.00 each

Personal Family Corporate Other

Interests Interests Interests Interests

Ronnie C. Chan — — — —

S.S. Yin — — — —

Nelson W.L. Yuen — — — —

Gerald L. Chan — — — —

Laura L.Y. Chen — — — —

H.K. Cheng — — — —

Wilfred S.L. Ho — — — —

Simon S.O. Ip — — — —

Alfred H.K. Li — — — —
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Table 1: Directors’ Interests In Shares (Continued)

Grand Hotel Holdings Limited 

Number of Shares

Personal Family Corporate Other

Class* Interests Interests Interests Interests

 *

Ronnie C. Chan A — — — 15,765,607 (Note 2  2)

B — — — 20,396,065 (Note 2  2)

S.S. Yin — — — —

Nelson W.L. Yuen — — — —

Gerald L. Chan A — — — 15,765,607 (Note 2  2)

B — — — 20,396,065 (Note 2  2)

Laura L.Y. Chen — — — —

H.K. Cheng — — — —

Wilfred S.L. Ho — — — —

Simon S.O. Ip — — — —

Alfred H.K. Li — — — —

* A: ‘A’ Shares of HK$0.10 each A B: ‘B’ Shares of HK$0.01 each B

Notes 

1. Share options were granted to cer tain directors on 24 February 2000 under the Share Option Scheme of the Company at exercise price of HK$6.12

per share, exercisable in 3 tranches, i.e. 20% from 24 February 2001, 30% from 24 February 2002 and 50% from 24 February 2003, and expiring on 23

February 2010. During the period, none of the directors exercised such options.

2. These shares were held by a trust of which associates of Mr. Ronnie C. Chan and Mr. Gerald L. Chan are members of a wide class of discretionary

objects.
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Table 2: Substantial Shareholders’ Interests In Shares

Number of Shares Held

Cole Limited 476,834,580 (a)

Franklin Resources, Inc. 158,444,800 (b)

Templeton Worldwide, Inc. 158,444,800 (b)

Templeton International, Inc. 158,280,600 (b)

Notes 

(a) These shares had included the 339,034,580 shares held by a trust of which associates of Mr. Ronnie C. Chan and Mr. Gerald L. Chan are members of

a wide class of discretionary objects (as referred to in Note 1 of Table 1).

1

(b) These represent the same parcels of shares held by their subsidiaries.
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Consolidated Income Statement  For The Six Months Ended 31 December 2000 (Unaudited)

 

2000 1999

Note HK$Million HK$Million

Turnover 2(a) 4,346.1 1,454.6

Direct costs and operating expenses (2,998.0) (357.3)

Administrative expenses (68.5) (65.4)

Profit from operations before finance costs 1,279.6 1,031.9

Finance costs 3(a) (298.4) (202.0)

Operating profit 3 981.2 829.9

Share of results of jointly controlled entities 32.3 30.1

Profit before taxation 2(b) 1,013.5 860.0

Taxation 4 (124.0) (116.2)

Profit after taxation 889.5 743.8

Minority interests (396.1) (285.6)

Net profit attributable to shareholders 493.4 458.2

Interim dividend at 12¢ 12

(1999: 12¢) per share 12 (158.7) (159.5)

Retained profit for the period 334.7 298.7

Earnings per share 5 37.3¢ 34.5¢

Consolidated Statement Of Recognised Gains And Losses  For The Six Months Ended 31 December 2000 (Unaudited)

 

2000 1999

HK$Million HK$Million

Net (losses)/gains not recognised in the

income statement (30.2) 7.4

Net profit for the period 493.4 458.2

Less: Realisation of capital reserve on disposal of properties (102.7) (3.8)

Total recognised gains 360.5 461.8

The notes on pages 9 to 12 form par t of the interim financial statements.
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Consolidated Balance Sheet  At 31 December 2000 (Unaudited)

 

31/12/2000 30/6/2000

Note HK$Million HK$Million

ASSETS

Non-current assets

Fixed assets 33,994.4 34,245.3

Interest in jointly controlled entities 2,217.8 2,259.7

Loans and investments 281.6 253.4

36,493.8 36,758.4

Current assets

Inventories 8,955.9 7,266.3

Trade and other receivables 6 229.1 209.9

Cash and deposits with banks 3,838.9 5,333.1

13,023.9 12,809.3

Current liabilities

Bank loans and overdrafts 393.5 5,616.2

Trade and other payables 7 5,004.7 3,261.4

Taxation 679.7 700.1

Proposed dividend 158.7 535.6

6,236.6 10,113.3

Net current assets 6,787.3 2,696.0

Total assets less current liabilities 43,281.1 39,454.4

Non-current liabilities

Bank loans 7,416.0 3,840.0

Other borrowings 1,408.5 1,424.0

Minority interests 14,976.3 14,898.1

23,800.8 20,162.1

NET ASSETS 19,480.3 19,292.3

CAPITAL AND RESERVES

Share capital 1,322.5 1,324.7

Reserves 18,157.8 17,967.6

Shareholders’ funds 19,480.3 19,292.3

The notes on pages 9 to 12 form par t of the interim financial statements.
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Consolidated Cash Flow Statement  For The Six Months Ended 31 December 2000 (Unaudited)

 

HK$Million

Net cash inflow from operating activities 965.0

Net cash outflow from returns on investments

and servicing of finance (1,155.2)

Tax paid (139.2)

Net cash inflow from investing activities 341.8

Net cash inflow before financing 12.4

Net cash outflow from financing (1,338.4)

Decrease in cash and cash equivalents (1,326.0)

Cash and cash equivalents at 1 July 2000 5,155.4

Cash and cash equivalents at 31 December 2000 3,829.4

Analysis of the balances of cash and cash

equivalents at 31 December 2000

Cash and deposits with banks 3,838.9

Bank overdrafts (9.5)

3,829.4

Notes 

1. Basis of preparation 

The interim financial statements are unaudited and have been prepared in accordance with Statement of Standard Accounting Practice 25 “Interim

Financial Repor ting” and Appendix 16 of the Rules Governing The Listing of Securities on The Stock Exchange of Hong Kong Limited. The same

accounting policies adopted in the annual financial statements for the year ended 30 June 2000 have been applied to the interim financial statements.
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2. Analysis of turnover and profit before taxation 

As the majority of the activities of the Group during the period were carried out in Hong Kong, a geographical analysis of turnover and profit before

taxation is not included.

2000 1999

HK$Million HK$Million

(a) Turnover

Proper ty sales 3,041.6 48.4

Proper ty investment 993.1 1,013.3

Hotel owning and management 142.9 126.6

Other operations 16.5 19.9

Interest income 152.0 246.4

4,346.1 1,454.6

(b) Profit before taxation

Proper ty sales 338.8 (1.1)

Proper ty investment 742.2 789.3

Hotel owning and management 36.1 17.8

Other operations 29.1 3.6

Net interest (expenses)/income (132.7) 50.4

1,013.5 860.0

Profit from other operations included HK$15.6 million relating to profit from trading of listed securities. Corresponding turnover has not been

included as securities trading is not considered par t of the Group’s principal activities.

3. Operating profit 

2000 1999

HK$Million HK$Million

Operating profit is arrived at after charging:

(a) Finance costs

Interest on borrowings 368.2 351.6

Other ancillary borrowing costs 19.3 12.0

Total borrowing costs 387.5 363.6

Less: Borrowing costs capitalised (89.1) (161.6)

298.4 202.0

(b) Other items

Cost of inventories 2,091.7 53.5

Depreciation 25.6 24.9
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4. Taxation 

Provision for Hong Kong profits tax has been made at 16% on the estimated assessable profits for the period.

2000 1999

HK$Million HK$Million

Group

— Hong Kong  118.8 112.0

Jointly controlled entities

— Hong Kong  5.2 4.2

124.0 116.2

5. Earnings per share 

The calculation of earnings per share is based on the net profit attributable to shareholders of HK$493.4 million (1999: HK$458.2 million) and the

weighted average number of 1,322.9 million (1999: 1,328.7 million) shares in issue during the period.

No diluted earnings per share is presented for both periods as the Company’s share options did not give rise to any dilution.

6. Trade and other receivables 

Included in trade and other receivables are debtors with the following ageing analysis:

31/12/2000 30/6/2000

HK$Million HK$Million

Within 1 month 53.0 43.2

1 - 3 months 25.3 17.3

Over 3 months 10.2 13.2

88.5 73.7

The Group maintains a defined credit policy.
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7. Trade and other payables 

Included in trade and other payables are creditors with the following ageing analysis:

31/12/2000 30/6/2000

HK$Million HK$Million

Within 1 month 343.8 465.2

1 - 3 months 0.7 —

Over 3 months 413.1 456.7

757.6 921.9

8. Capital commitments 

(a) At 31 December 2000, capital commitments contracted but not provided for, amounted to HK$457.9 million (30/6/2000: HK$735.5 million).

In addition, the Group’s share of capital commitments of the jointly controlled entities is as follows:

31/12/2000 30/6/2000

HK$Million HK$Million

Contracted for 239.1 299.1

Authorised but not contracted for 140.4 140.3

379.5 439.4

(b) At 31 December 2000, commitments under an operating lease to make minimum payments on proper ty in the next year in respect of a lease

expiring after 5 years amounted to HK$8 million (30/6/2000: HK$8 million).

9. Related par ty transactions 

The Group has a 20% interest in a jointly controlled entity which par ticipated in the development of Package One of the MTRC Tung Chung Station

Development Project. At 31 December 2000, the Group advanced to this jointly controlled entity a total of HK$1,413.9 million (30/6/2000: HK$1,473.9

million). All advances are unsecured, interest-free and have no fixed settlement dates.


