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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

OPERATION REVIEW

REVENUE SOURCES

Revenue derived from operations in property development and joint venture

investments in the PRC became the most significant source of profit to the

Group. An analysis is as follows:

1. Property development

2000 1999

HK$’000 HK$’000

Turnover

Sales of completed properties 787,247 345,675

Sales of properties for development 92,107 146,431

Sales of properties under development 68,499 –

Rental income 13,131 13,209

Interest income on instalments

receivable 990 1,431

961,974 506,746

Contribution to profit before taxation 156,752 9,165

Turnover derived from property development increased by HK$455,228,000

or 90% compared with 1999. It was mainly because projects offered for sale

during the year such as Shanghai Central Garden, Shanghai The Riverside

and Changzhou New City Garden achieved good sales records.

Contribution to profit  before taxation increased significantly by

HK$147,587,000 compared with 1999. The implementation of operating

standard of ISO9000 in the Eastern Region resulted in a significant

improvements in cost control thus increasing the profit margin.

MANAGEMENT DISCUSSIONS AND ANALYSIS
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

2. Joint venture investments

2000 1999

HK$’000 HK$’000

Contribution to profit before taxation

Associates 904 10,278

Jointly controlled entities 47,472 14,035

48,376 24,313

Contribution from associates to profit before taxation dropped from

HK$10,278,000 to HK$904,000 in 2000. This was mainly due to the

continued downward trend of rental income in an associate. Contribution

from jointly controlled entities to profit before taxation increased by 238%

to HK$47,472,000 in 2000. The increase was due to greater profit

contributions from Shenzhen Tian An Golf Sea View Garden and Shanghai

Allied Cement Co., Ltd..

MAJOR SALES

For the twelve months ended 31st December, 2000, the Group’s sales

activities concentrated mainly on the following projects:

Project Use GFA sold

(m2)

Shenzhen Tian An Golf Sea View Garden Residential 11,891

Shanghai Central Garden Residential 35,277

Shanghai The Riverside Residential 21,852

Changzhou New City Garden Residential 10,878

Changzhou Riverside Garden Residential 7,297

Dalian Tian An Seaview Garden Residential 3,533

Total 90,728
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

LAND PORTFOLIO

As at 31st December, 2000, the Group’s Land portfolio mainly consists of

the following:

Region Commercial Residential Industrial GFA

(m2)

Northern China 66,400 248,600 – 315,000

Eastern China 185,100 604,700 – 789,800

Southern China 225,000 784,400 37,000 1,046,400

Total 476,500 1,637,700 37,000 2,151,200

EMPLOYEE AND TRAINING

As at 31st December, 2000, the profile of the Group’s management staff is

listed below:

Qualified University

Region Professionals Graduates Age 25-35 Age Over 35

Hong Kong 14 (54%) 20 (77%) 4 (15%) 22 (85%)

Northern China 3 (75%) 2 (50%) 0 (0%) 4 (100%)

Eastern China 39 (68%) 46 (81%) 21 (37%) 36 (63%)

Southern China 14 (78%) 12 (67%) 9 (50%) 9 (50%)

Quality staff has always been the Group’s indispensable intangible assets,

training programmes were organized through out the year to ensure both the

market sensitivity of the front line people and the cost consciousness of the

back end staff were well maintained. The remuneration policies and bonus

schemes of the Group are based on the performance of the staff and the

market condition. The emoluments of key management personnel can be

referred to notes 7 and 8 to the financial statements. Details of the share

option scheme is set out in note 24 to the financial statements.24
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FINANCIAL POSITION

In 2000, the Group managed to k eep its liquidity a t a healthy level with a

well-balanced protfolio of financial r esources. At the end of 2000, the bank

balance and cash of the Group were maintained at more than HK$200 million,

providing sufficient working capital for the daily operations of the Group.

Upon the completion of the rights issue of the Company on 1st November,

2000, Sun Hung Kai & Co. Limited and its subsidiar ies together have

increased their shareholding of the Company to approximately 43.27%. The

rights issue has improved the Group’s balance sheet by lowering its gearing

ratio (net debt over shareholders’ equity) from approximately 44% to 17% at

the end of 2000.

During the year, the aggrega te borrowings in current liabilities of

Consolidated Balance Sheet decreased to approximately HK$486 million

(1999: HK$994 million). The total borrowings in non-current liabilities also

reduced to approximately HK$427 million (1999: HK$476 million). Details

of borrowings are shown in notes 26 and 27 to the financial statements.

The investments of the Group are located in China and revenue is mainly in

Renminbi. Since the interest ra te of Renminbi bank borrowings is lower

than that of Hong Kong currency, obtaining Renminbi borrowings from local

banks is one of the Group’s means to reduce the costs of borrowings and

minimize the risk of exchange ra te fluctuation. To minimize the tied up of

funding and to maximize the return on capital employed, the management

has stra tegically invited local partners for joint development of certain

projects in addition to pre-sale of properties.

For the char ges on assets, the Group maintained the amount of bank

borrowings with pledge of assets at relatively low level. The details of pledge

of assets refer to note 43 to the financial statements. The capital commitments

and contingent liabilities of the Group as shown in notes 36 and 37 to the

financial statements.
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

The policies relating to the disposal and acquisition of investments by the

Group depends on the market environment and the availability of funding.

Details of the purchase and disposal are set out in notes 30 and 31 to the

financial statements. The main events after 2000 are shown in note 44 to the

financial statements.

The pending acquisition of a controlling interest in Interform Ceramic

Technologies Limited (“Interform”), a listed company on The Stock Exchange

of Hong Kong Limited, is expected to be completed in April 2001. The

management believes this strategic move will be complementary and expects

it will eventually enhance the earnings of both companies.

PROJECT REVIEW

MAJOR PROPERTY DEVELOPMENT

Northern China

Beijing Fu Hua Building (70% of total GFA)

This high-class residential project is adjacent to the Embassy areas with a

site area and salable GFA of about 7,800m2 and 41,800m2 respectively. The

preliminary architectural design has just been approved and the detailed

shop drawings are undergoing design process and should be completed in

2001.

Beijing Lakeside Garden

The project is adjacent to the No. 2 and No. 3 Embassy areas, the Lufthansa

Centre and neighbouring 5-star hotels providing convenience for shopping,

dining and recreation. The low-rise apartment complex comprises full

facilities like clubhouse, swimming pool, game rooms, etc. The Group owns

30 units.

Dalian Tian An Tower (100%)

(Formerly as Dalian Allied Tower)

Erected on a 4,420m2 site in the city centre, the 55-storey tower structure

together with the curtain wall were completed. The building services works

are expected to be completed in the later half of 2002.
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

Dalian Tian An Seaview Garden (60%)

A medium-class residential project in the New Technology Development

Zone, the first phase of 12,500m2 of GFA was completed and sold out. The

second phase of 30,000m2 of GFA, including the residents’ clubhouse, is

under planning & design stage and is expected to be offered for sale in

2001.

Eastern China

Changzhou New City Garden (90%)

The first phase, consisting of 36,000m2 of GFA was completed with over

90% sold. Construction work of the second phase with a GFA of 15,000m2

will be completed in the third quarter this year. As at today 60% were pre-

sold.

Changzhou Riverside Garden (51%)

The first phase and partial second phase, with a GFA of 24,600 m2, were

completed. The remaining second phase of 15,600 m2 will be totally

completed in the third quarter of this year and 48% was sold.

Nanjing Tian An International Building (60%)

Located at the commercial hub of Nanjing City, about 77% of the super-

structure of the project was finished. The remaining portion of about 36,000m2

of GFA consists of an apartment block, which is planned to complete next

year. Pre-sale will commence later this year.

Shanghai California Court (65%)

With a site area of about 38,000m2, the project plans to build 21 blocks of

low-rise multi-storey apartments with a total GFA of about 76,000m2 in two

phases. Construction work of phase I is pending for the approval of the

architectural design.

Shanghai Elegant Garden (60% of the remaining site)

The project is adjacent to the well-known Shanghai Xijiao Hotel. The Group

participated mainly in phase III of the project and has started building of 8

villas with 5 pre-sold last year. Another 8 villas are planned to commence

work this year.
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

Shanghai The Riverside (99%)

Within walking distance to the Shanghai Bund, the first phase of about

42,500m2 of deluxe apartments was completed and sold out. The site of the

second phase is about 30,000m2 and the total salable GFA is about 160,000m2,

which will be completed in 4 to 5 years.

Shanghai Shenshen Country Club (85%)

Located in the suburb area, about 25km from the city, the property will be

developed in several phases. The registration procedures of the first phase of

200,000m2 out of a total of 2.5 million m2 of land will be completed soon.

The project plans to develop into a low-density residential complex.

Shanghai Tian An Centre (98%)

The 30-storey office/apartment tower is situated at the hub of commercial

district adjacent to the transit platform of subway No. 1 and 2. Two levels of

the 3-storey basement are completed and it is expected all three levels will

be completed by the end of this year.

Shanghai Central Garden (80%)

Facing the Central Park in Pudong, the residential development situates on a

site of 140,000m2. The first phase consisting of 106,000m2 of GFA were

completed and over 94% was sold. The construction work of about 26,500m2

of the second phase will be completed in the second quarter this year.

Wuxi Tian An Building (95%)

The 8th to the 23rd floors consist of about 25,000m2 of commercial space

for rental purpose. The current occupancy rate is over 27%.

Southern China

Shenzhen Jun An Garden (65%)

Just adjacent to the Honey Lake where the high-class apartments are situated,

the site is approximately 14,500m2 with a gross residential area of 34,900m2.

The final design was approved in December 2000. It is expected construction

will commence and complete this year.
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

82%

Shenzhen Tian An Cyber Park (50%)

It consists of high-class apartments, office complex equipped with advanced

IT facilities and other deluxe living amenities. At the end of 2000, the total

sales of the Tian An Golf Sea View Garden amounted to 42,500m2

representing about 73% of the total salable GFA. About 36,700m2, which

represents about 31% of GFA, of Phase I of the Tian An Innovation Science

& Technology Plaza was pre-sold in December 2000.

Nanhai Tian An Hung Kai Garden (30%)

(Formerly as Nanhai Golf Garden)

Located in the Tou Yuen Peach Garden resort area, the 900mu-site will be

developed into a low-density residential complex with vacation amenities.

Design for the first phase was completed and pending for approval. It is

envisaged that construction work can commence soon. When completed, the

total GFA of phase I will be about 40,000m2.

MAJOR PROPERTY DEVELOPMENT

Beijing Tian An Building (40%)

The office building occupies a prime site near the Beijing Hotel. Due to

keen competition of the office market in Beijing, the revenue dropped 18%

although the average occupancy rate managed to achieve 95%.

Tianjin International Building (25%)

Being one of the best office/apartment buildings in town, the property

managed to achieve an average occupancy of 82% with a slight decrease of

revenue.

Hangzhou Union Centre (53%)

The six-storey commercial building is situated in the first commercial street

in the city center. It is currently 98% rented out and the revenue for 2000

was 92% higher than the previous year.

Shanghai New Union Building (25%)

With a site area of 5,518m2, the project was meant to be a high-rise

commercial tower of 40,000m2 GFA. In view of the market situation, the

site is now temporarily used as car park and a restaurant pending for future

development.
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MANAGEMENT DISCUSSIONS AND ANALYSIS (continued)

70%

Shenzhen Tian An International Building (50%)

Due to overall declining market situation in the Lowu District and the fierce

competitions from new buildings, the average occupancy of the offices and

the shopping arcade has dropped to about 70%.

Guangzhou Parkview Square (48.75%)

With 230 units of offices/apartments, the property managed to maintain an

annual occupancy rate of about 75% and a drop of revenue by 3.4%.

OTHER INVESTMENTS

Shanghai Allied Cement Co. Ltd. (50%)

The company managed to achieve 110% growth in profits before tax in 2000

with total sales of about 800,000 tones of cement and a production of 630,000

tones of clinker, representing an increase of 13% over the previous year.

Upon completion of the Restructuring Agreements, the Group’s interest in

this company will be injected to Interform Ceramic Technologies Limited.

Shenzhen Shangdong Power Plant (27%)

The joint venture continued to provide steady income from operations other

than generation of electricity.

Fuzhou Summit Golf Country Club & Dengyun Resort (48%)

Built on a site of approximately 2,500,000m2, the development consists of

an 18-hole golf course, a driving range and a temporary clubhouse, a nursery,

an administrative building and approximately 130 villas. Revenue generated

from the golf operation and rentals was just sufficient to support the running

costs.

Zhaoqing Resort & Golf Club (34.1%)

The total membership as at the end of 2000 reached 998 with about 62%

coming from local patrons. After the management was taken over by

Dongguan Changan Jinyu Golf Club, several facilities like the massage parlor,

24-hour practice range, fitness room, billiard room, etc. were added to

strengthen its services as a resort.


