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Highlights

• Group turnover up 19.3%
• Recurring Underlying Profit up 18.2%
• Interim dividend per share up 16.7%
• Steady growth in Group investment portfolio to continue into the full year

Results

 Six months ended 30 June
 

 2008 2007 Change
 HK$ million HK$ million %

Turnover 791 663 19.3
Recurring Underlying Profit1 605 512 18.2
Underlying Profit2 618 584 5.8
Statutory Profit3 3,437 1,373 150.3

 HK cents HK cents

Earnings per share, based on:
Recurring Underlying Profit1 58.30 48.54 20.1
Underlying Profit2 59.55 55.28 7.7
Statutory Profit3 331.20 130.10 154.6

Interim dividend per share 14.00 12.00 16.7

 At 30 June At 31 December
 2008 2007
 HK$ million HK$ million

Shareholders’ funds 33,982 31,652 7.4
Adjusted Shareholders’ Funds4 37,671 35,072 7.4

 HK$ HK$

Net assets value per share 32.65 30.51 7.0
Adjusted net assets value per share 36.20 33.81 7.1

Definitions:
1. Recurring Underlying Profit

This is a performance indicator of the Group’s core property investment business. It is arrived at by excluding 
from Underlying Profit gains/losses from disposal of assets, impairment, reversal, recovery and tax provisions for 
prior year(s).

2. Underlying Profit
This is arrived at by excluding from Statutory Profit unrealised fair value changes on investment properties and 
related deferred tax. As a property investor, the Group’s results are principally derived from the rental revenues 
on its investment properties. The inclusion of the unrealised fair value change on investment properties in the 
consolidated income statement causes an increase in fluctuation in earnings and poses limitation on the use of 
the unadjusted earning figures, financial ratios, trends and comparison against prior period(s). Besides, deferred 
tax on such fair value changes has to be provided for despite the fact that no capital gains tax liability will 
arise in Hong Kong on disposal of the Group’s investment properties. Accordingly, both of these two items are 
excluded in arriving at the Underlying Profit.

3. Statutory Profit
This is the profit attributable to equity holders of the Company. It is prepared in accordance with Hong Kong 
Financial Reporting Standards issued by Hong Kong Institute of Certified Public Accountants and the Hong Kong 
Companies Ordinance.

4. Adjusted Shareholders’ Funds
This is arrived at by adding back the Group’s share of cumulative deferred tax on property revaluation to 
shareholders’ funds figure. Deferred tax on property revaluation has to be provided for despite the fact that no 
capital gains tax liability will arise in Hong Kong on disposal of properties.
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Chairman’s Statement

Overview

Against a background of continuing concerns about the global economy, Hong Kong maintained steady 

growth during the first half of 2008. This was supported by domestic demand and good employment 

conditions. The leasing market for Grade A offices stayed active, with rental increases in core districts 

helped by strong demand. Solid domestic consumption supported retail activities and further increase in 

retail rents.

Results

There were good performances across the Group’s property portfolio. Our turnover for the six months 

ended 30 June 2008 increased by 19.3% to HK$791 million (2007: HK$663 million). Office sector 

turnover increased by 24.1%, while the retail sector saw a 21.1% increase. Office sector growth reflected 

substantial rental increase on renewals as well as rent reviews, complemented by lettings to new tenants 

attracted to our properties. The retail sector benefited from increases in rent including turnover rent 

contributions.

Our Recurring Underlying Profit increased by 18.2% to HK$605 million (2007: HK$512 million).

As at 30 June 2008, the investment properties of the Group were revalued at HK$38,762 million 

(31 December 2007: HK$35,711 million). Adjusted Shareholders’ Funds stood at HK$37,671 million 

(31 December 2007: HK$35,072 million).

Dividends

Your Directors have declared an interim dividend of HK14.0 cents per share (2007: HK 12.0 cents). 

The dividend will be payable in cash with a scrip dividend alternative. Details on the payment of interim 

dividend including the scrip dividend arrangements are set out in “Shareholder Information” on the inside 

back cover.

Outlook

We remain cautiously optimistic about the Hong Kong investment property market. While there are 

continuing concerns over external risks, the fundamentals of the Hong Kong economy remain sound. 

Limited supply of Grade A offices in core business districts and healthy employment conditions should 

further benefit our commercial property portfolio.

Peter T.C. Lee

Chairman

Hong Kong, 5 August 2008
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Management’s Discussion and Analysis

Operations Review

Turnover – The Group’s turnover for the first half of 2008 was HK$791 million, being HK$128 million or 

19.3% higher than that in the corresponding period in 2007 (2007: HK$663 million). The Group continued 

to enjoy good performances across all three leasing sectors in which it operated.

Office Sector – There was good growth in the office sector rental revenue during the period, with revenue 

increased by 24.1% to HK$335 million (2007: HK$270 million). The growth reflected substantial rental 

increase on renewals, as well as rent reviews, complemented by lettings to new tenants attracted to our 

properties. The sector’s occupancy as at 30 June 2008 was 98.3% (30 June 2007: 93.7%).

Retail Sector – Domestic consumptions maintained the strength of retail sales growth, which in turn 

supported the rise in retail rental rates. Overall retail sector revenue in the first half of 2008 was HK$299 

million, representing a 21.1% rental revenue growth as compared to 2007 (2007: HK$247 million). Within 

our portfolio, increases in rent, including turnover rent, contributed to the growth in our retail rental income. 

Retail sector’s occupancy, as at 30 June 2008 was 97.5% (30 June 2007: 95.6%).

Residential Sector – Demand for luxury residential properties remained steady. Residential sector 

revenue in the first half of 2008 was HK$140 million, with period-on-period growth of 8.5% (2007: 

HK$129 million). The growth was attributable to higher rental rate achieved during the period. This sector’s 

occupancy, as at 30 June 2008 was 91.0% (30 June 2007: 92.1%).

Property Expenses – Property expenses to turnover ratio improved from 14.2% to 12.4% against the 

same period in 2007. The improvement reflected both the increase in the turnover, as well as a relatively 

smaller increase in the cost of providing property services directly associated with the daily operations of 

our investment properties. Total property expenses increased slightly by HK$4 million or 4.3% to HK$98 

million (2007: HK$94 million).

Investment Income – Investment income, mainly comprised dividend income and interest income, 

amounted to HK$33 million (2007: HK$42 million). The decrease of HK$9 million mainly reflected a lower 

interest environment.

Other Gains and Losses – Other gains and losses mainly comprised net realised gain on disposal of 

available-for-sale investments and mark-to-market movements of financial instruments. The Group enters 

into derivative instruments from time to time to manage volatilities and the pricing risks of its financial 

assets and liabilities. The net gain of HK$84 million (2007: HK$122 million) recognised in the consolidated 

income statement mainly represented the aggregate of both realised and mark-to-market fair value 

movements of these financial instruments.

Administrative Expenses – Administrative expenses increased from HK$52 million in 2007 to HK$62 

million principally due to the timing difference in recognition of expenses.
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Finance Costs – Finance costs decreased by 12.9% to HK$74 million (2007: HK$85 million) mainly due 

to lower interest rate in the first half of 2008. The Group’s weighted average borrowing costs for the period 

was 4.7%, a drop from 5.4% in the first half of 2007 and 5.6% for 2007 full year.

Change in Fair Value of Investment Properties – The Group has elected the fair value model for 

investment properties under the Hong Kong Accounting Standard 40. As at 30 June 2008, the investment 

properties of the Group were revalued at HK$38,762 million (31 December 2007: HK$35,711 million) 

by an independent professional valuer. This reflected a further increase in rentals of the Group’s existing 

investment properties portfolio and a higher realisable value on Hennessy Centre redevelopment. Excluding 

additions, fair value gains on investment properties of HK$2,995 million (2007: HK$795 million) were 

recognised in the consolidated income statement during the period.

Share of Results of Associates – The Group’s share of results of associates increased by 29.9% to 

HK$339 million (2007: HK$261 million). The increase in the share of profit of associates was mainly 

attributable to the increase in fair value gain, as well as positive rental growth at the Shanghai Grand 

Gateway project (24.7% ownership). The 2007 comparative figure included contributions from the 

Singapore Amaryllis Ville project (25.0% ownership). All remaining units in this Singapore residential project 

were sold in 2007.

Taxation – Tax provision for the period increased by HK$163 million to HK$369 million (2007: HK$206 

million) principally due to increase in deferred tax provision relating to higher revaluation gains on 

investment properties and a provision for prior year taxation of HK$31 million.

As disclosed in the annual reports published in previous years, the Group has over the past few years 

been in dispute with the Hong Kong Inland Revenue Department (“IRD”) on interest deductions dated 

back to the 1995/96 year of assessment. Full provisions for the estimated exposure (HK$392 million) plus 

estimated interest from the end of current period till settlement have been made, taking into consideration 

professional advice and recent developments. Total cash exposure (net of tax reserve certificates already 

purchased) amounted to HK$210 million will be satisfied out of cash deposits and credit facilities.

Discussions with the IRD to settle the claims within these parameters are still on-going. On the issue of 

payment of additional penalty amount, the Group has received advice of leading counsel that the Group 

has a strong case and intends to contest the same vigorously.

Contingent Liabilities – There were no significant changes since the publication of the Group’s 2007 

Annual Report in March 2008.

Capital Expenditure – The Group is committed to enhancing the asset value of its investment properties 

portfolio. Expenditure on refurbishment, renovation and additions to investment properties amounted to 

HK$68 million during the period (2007: HK$71 million).
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Financial Policy

The Group considers that there are sufficient financial resources to fund the level of planned capital 
expenditure including the Hennessy Centre redevelopment project. These financial resources include 
funds generated from operating activities, access to the debt capital market through Medium Term Note 
Programme, availability of undrawn committed banking facilities and liquid treasury assets.

Financial Management – The key objective of the Group’s financial management is to maintain sufficient 
liquidity and manage financial risks. This is achieved by way of an even spread of debt maturity to minimise 
funding and refinancing risks; diversified funding sources; well-managed interest rate profile and minimising 
foreign exchange exposures arising from borrowings.

Liquidity – As at 30 June 2008, the Group’s total gross debt level stood at HK$2,927 million 
(31 December 2007: HK$2,921 million).

The Group’s average debt maturity was about 3.5 years (repayable in more than one year but not 
exceeding two years: HK$620 million, more than two years but not exceeding five years: HK$2,070 million, 
more than five years: HK$237 million). As at 30 June 2008, bank loan accounted for approximately 
24.6% of the Group’s total gross borrowing with the remaining 75.4% from capital market financing 
(31 December 2007: 24.7%:75.3%). The ratio of fixed rate borrowing was approximately 33.9% of the 
total gross borrowing as at the period end (31 December 2007: 39.9%).

All of the Group’s debts are unsecured and on a committed basis. To maintain sufficient liquidity for the 
Group’s operations, undrawn committed facilities of HK$4,100 million were maintained as at 30 June 2008 
(31 December 2007: HK$3,600 million).

Risk Management – Interest expenses represent a key cost driver to the Group’s business. Therefore, the 
Group monitors its interest rate exposure closely. Depending on the Group’s medium-term projections of 
interest rates, an appropriate hedging strategy would be adopted to manage the exposure.

In managing its liability, the Group aims to have a minimal mismatch in currency. With the exception of 
the US$182 million 10-year notes, which have been hedged by appropriate hedging instruments, all of the 
Group’s other borrowings were denominated in Hong Kong Dollars. On the investment side, the majority 
of the foreign exchange exposure relates to the investment in Shanghai project. These foreign exposures, 
as at 30 June 2008, amounted to the equivalent of HK$1,936 million or 4.4% of the Group’s total assets 
(31 December 2007: 3.9%).

Financial Ratios – Net interest coverage (defined as gross profit less administrative expenses before 
depreciation divided by net interest expenses) was 10.0 times for the first half of 2008 (31 December 
2007: 7.8 times).

Net debt to equity (defined as borrowings less cash and cash equivalents divided by Adjusted Shareholders’ 
Funds) as at 30 June 2008 was 5.8% (31 December 2007: 6.8%).

Credit Ratings, as at 30 June 2008, remained unchanged, being Baa1 from Moody’s and BBB from 
Standard and Poor’s.
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Condensed Consolidated Income Statement
For the six months ended 30 June 2008 

 Six months ended 30 June
 

  2008 2007

 Notes HK$ million HK$ million

  (unaudited) (unaudited)

Turnover 3 791 663

Property expenses  (98) (94)

Gross profit  693 569

Investment income  33 42

Other gains and losses  84 122

Administrative expenses  (62) (52)

Finance costs 4 (74) (85)

Change in fair value of investment properties  2,995 795

Share of results of associates  339 261

Profit before taxation  4,008 1,652

Taxation 5 (369) (206)

Profit for the period 6 3,639 1,446

Attributable to:

 Equity holders of the Company  3,437 1,373

 Minority interests  202 73

  3,639 1,446

Dividends 

 Paid 7 498 422

 Declared 7 146 127

Earnings per share (expressed in HK cents) 

 Basic 8 331.20 130.10

 Diluted 8 331.16 129.99
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Condensed Consolidated Balance Sheet
At 30 June 2008 

 

  At 30 June At 31 December
  2008 2007
 Notes HK$ million HK$ million
  (unaudited) (audited)

Non-current assets
 Investment properties 9 38,762 35,711
 Property, plant and equipment 10 76 73
 Prepaid lease payments  123 123
 Investments in associates  1,346 1,011
 Available-for-sale investments  1,770 2,479
 Other financial assets  173 235
 Other receivables  57 22

  42,307 39,654

Current assets
 Accounts receivable and other receivables 11 121 66
 Amount due from an associate  590 590
 Held for trading investments  101 95
 Other financial assets  1 1
 Time deposits  645 478
 Cash and bank balances  14 6

  1,472 1,236

Current liabilities
 Accounts payable and accruals 12 299 278
 Other financial liabilities  51 40
 Rental deposits from tenants  136 124
 Amounts due to minority shareholders  327 327
 Taxation payable  333 270

  1,146 1,039

Net current assets  326 197

Total assets less current liabilities  42,633 39,851

Non-current liabilities
 Borrowings 13 2,847 2,861
 Other financial liabilities  22 17
 Rental deposits from tenants  248 215
 Deferred taxation 14 4,174 3,910

  7,291 7,003

Net assets  35,342 32,848

Capital and reserves
 Share capital  5,203 5,187
 Reserves  28,779 26,465

Equity attributable to equity holders of the Company  33,982 31,652
Minority interests  1,360 1,196

Total equity  35,342 32,848
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Condensed Consolidated Statement of Changes in Equity
For the six months ended 30 June 2008

 Attributable to equity holders of the Company 
  

   Share Investments 
 Share Share options revaluation 
 capital premium reserve reserve 
 HK$ million HK$ million HK$ million HK$ million 

At 1 January 2008 5,187 1,541 6 2,123 

Change in fair value of available-for-sale investments –    –    –    (657) 
Surplus on revaluation of properties for own use –    –    –    –    
Share of reserve of an associate –    –    –    –    
Exchange differences on translation of an overseas associate –    –    –    –    
Change in fair value of derivatives designated as cash flow hedge –    –    –    –    

Net income recognised directly in equity –    –    –    (657) 
Transfer to profit and loss on disposal of available-for-sale investments –    –    –    (46) 
Transfer to profit and loss for derivatives designated as cash flow hedge –    –    –    –    
Profit for the period –    –    –    –    

Total recognised income and expenses for the period –    –    –    (703) 

Issue of shares pursuant to scrip dividend scheme 15 55 –    –    
Issue of shares under share option schemes 1 1 (1) –    
Recognition of equity-settled share-based payments –    –    2 –    
Dividends paid during the period (note 7) –    –    –    –    

At 30 June 2008 5,203 1,597 7 1,420 

At 1 January 2007 5,276 1,453 5 1,313 

Change in fair value of available-for-sale investments –    –    –    258 
Surplus on revaluation of properties for own use –    –    –    –    
Change in fair value of derivatives designated as cash flow hedge –    –    –    –    

Net income recognised directly in equity –    –    –    258 
Transfer to profit and loss on disposal of available-for-sale investments –    –    –    (71) 
Transfer to profit and loss for derivatives designated as cash flow hedge –    –    –    –    
Profit for the period –    –    –    –    

Total recognised income and expenses for the period –    –    –    187 

Issue of shares pursuant to scrip dividend scheme 18 58 –    –    
Issue of shares under share option schemes 1 3 (1) –    
Recognition of equity-settled share-based payments –    –    2 –    
Forfeiture of share options –    –    (2) –    
Dividends paid during the period (note 7) –    –    –    –    
Interim dividend declared for 2007 –    –    –    –    

At 30 June 2007 5,295 1,514 4 1,500 
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Attributable to equity holders of the Company
Properties   Capital      

revaluation Hedging Translation redemption General Dividend Retained  Minority 
reserve reserve reserve reserve reserve reserve profits Total interests Total

HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million

9 1 (1) 276 100 –    22,410 31,652 1,196 32,848

–    –    –    –    –    –    –    (657) –    (657)
3 –    –    –    –    –    –    3 –    3
–    –    1 –    –    –    –    1 –    1
–    –    1 –    –    –    –    1 –    1
–    12 –    –    –    –    –    12 –    12

3 12 2 –    –    –    –    (640) –    (640)
–    –    –    –    –    –    –    (46) –    (46)
–    4 –    –    –    –    –    4 –    4
–    –    –    –    –    –    3,437 3,437 202 3,639

3 16 2 –    –    –    3,437 2,755 202 2,957

–    –    –    –    –    –    –    70 –    70
–    –    –    –    –    –    –    1 –    1
–    –    –    –    –    –    –    2 –    2
–    –    –    –    –    –    (498) (498) (38) (536)

12 17 1 276 100 –    25,349 33,982 1,360 35,342

2 2 1 155 100 422 19,099 27,828 1,080 28,908

–    –    –    –    –    –    –    258 –    258
2 –    –    –    –    –    –    2 –    2
–    3 –    –    –    –    –    3 –    3

2 3 –    –    –    –    –    263 –    263
–    –    –    –    –    –    –    (71) –    (71)
–    (2) –    –    –    –    –    (2) –    (2)
–    –    –    –    –    –    1,373 1,373 73 1,446

2 1 –    –    –    –    1,373 1,563 73 1,636

–    –    –    –    –    –    –    76 –    76
–    –    –    –    –    –    –    3 –    3
–    –    –    –    –    –    –    2 –    2
–    –    –    –    –    –    2 –    –    –   
–    –    –    –    –    (422) –    (422) (35) (457)
–    –    –    –    –    127 (127) –    –    –   

4 3 1 155 100 127 20,347 29,050 1,118 30,168
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Condensed Consolidated Cash Flow Statement
For the six months ended 30 June 2008

 Six months ended 30 June
 

 2008 2007
 HK$ million HK$ million
 (unaudited) (unaudited)

NET CASH FROM OPERATING ACTIVITIES 636 483

INVESTING ACTIVITIES
Interest received 6 25
Dividends received 27 20
Proceeds on disposal of available-for-sale investments –    185
Proceeds upon maturity of principal-protected deposits 78 –
Proceeds on disposal of held for trading investments 138 –
Receipts from equity derivatives 120 6
Repayment from associates 6 108
Repayment from investees –    45
Payments in respect of investment properties (68) (71)
Purchase of property, plant and equipment (3) (2)
Additions to principal-protected deposits –    (158)
Purchase of held for trading investments (167) –
Payment for equity derivatives (61) –

NET CASH FROM INVESTING ACTIVITIES 76 158

FINANCING ACTIVITIES
Interest paid (71) (72)
Bank charges (4) (5)
Payment for hedging expenses (1) –
Other finance costs (2) –
Dividend paid (423) (344)
Dividend paid to minority shareholders of a subsidiary (38) (35)
Proceeds on exercise of share options 2 3

NET CASH USED IN FINANCING ACTIVITIES (537) (453)
 

NET INCREASE IN CASH AND CASH EQUIVALENTS 175 188

CASH AND CASH EQUIVALENTS AT 1 JANUARY 484 385

CASH AND CASH EQUIVALENTS AT 30 JUNE 659 573

ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS
Time deposits 645 532
Cash and bank balances 14 41

 659 573
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2008

1. Basis of Preparation

The unaudited condensed consolidated financial statements of the Group for the six months ended 

30 June 2008 have been prepared in accordance with the applicable disclosure requirements of 

Appendix 16 to the Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock 

Exchange of Hong Kong Limited (the “Stock Exchange”) and with Hong Kong Accounting Standard 

(“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public 

Accountants (the “HKICPA”).

2. Principal Accounting Policies

The unaudited condensed consolidated financial statements have been prepared on the historical 

cost basis except for certain properties and financial instruments, which are measured at revalued 

amounts or fair values, as appropriate.

The accounting policies and methods of computation followed in the preparation of the unaudited 

condensed consolidated financial statements are the same as those followed in the preparation of 

the Group’s annual financial statements for the year ended 31 December 2007.

In the current interim period, the Group has applied, for the first time, the following new 

interpretations issued by the HKICPA, which are effective for the Group’s financial year beginning on 

1 January 2008.

HK(IFRIC) - Int 11 HKFRS 2 – Group and Treasury Share Transactions

HK(IFRIC) - Int 12 Service Concession Arrangements

HK(IFRIC) - Int 14 HKAS 19 – The Limit on a Defined Benefit Asset,

  Minimum Funding Requirements and their Interaction

The adoption of these new interpretations had no material effect on the results and financial position 

of the Group for the current and/or prior accounting periods. Accordingly, no prior period adjustment 

has been required.

The Group has not early applied the following new or revised standards, amendments and 

interpretations that have been issued but are not yet effective.
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2. Principal Accounting Policies continued

HKAS 1 (Revised) Presentation of Financial Statements1

HKAS 23 (Revised) Borrowing Costs1

HKAS 27 (Revised) Consolidated and Separate Financial Statements2

HKAS 32 and HKAS 1 Puttable Financial Instruments and Obligations Arising on Liquidation1

 (Amendments)

HKFRS 2 (Amendment) Vesting Conditions and Cancellations1

HKFRS 3 (Revised) Business Combinations2

HKFRS 8 Operating Segments1

HK(IFRIC) - Int 13 Customer Loyalty Programmes3

1 Effective for annual periods beginning on or after 1 January 2009.
2 Effective for annual periods beginning on or after 1 July 2009.
3 Effective for annual periods beginning on or after 1 July 2008.

The Directors of the Company anticipate that the application of these standards, amendments or 

interpretations will have no material impact on the results and the financial position of the Group.

3. Turnover

Turnover represents gross rental income from investment properties for the period.

The Group’s principal activities are property investment, management and development. As the 

Group currently does not have any active development projects and its turnover and results are 

principally derived from investment properties located in Hong Kong, no business or geographical 

segment analysis is presented.
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4. Finance Costs

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Finance costs comprise:

Interest on:

 Bank loans and overdrafts wholly repayable within five years 13 16

 Floating rate notes wholly repayable within five years 8 12

 Fixed rate notes wholly repayable within five years 50 50

Imputed interest on zero coupon notes not wholly repayable 

 within five years 6 6

Total interest expenses 77 84

Net interest receipts on interest rate swap and cross currency

 swaps designated as fair value hedges (13) (4)

Recycling of losses (gains) from reserve on financial

 instruments designated as cash flow hedges 4 (2)

Bank charges 4 5

Other finance costs 2 2

 74 85
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5.  Taxation

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Current tax

 Hong Kong profits tax

  – current year 75 60

  – overprovision in prior years (1) –

  – prior years’ tax provision 31 –

 105 60

Deferred tax (note 14)

 Change in fair value of investment properties 494 138

 Other temporary differences (7) 8

 Attributable to change in tax rate (223) –

 264 146

 369 206

Hong Kong profits tax is calculated at 16.5% (2007: 17.5%) of the estimated assessable profit for 

the period. In June 2008, the Hong Kong profits tax rate was decreased from 17.5% to 16.5% with 

effect from the 2008/09 year of assessment. The effect of this decrease has been reflected in the 

calculation of current and deferred tax balances at 30 June 2008.

As disclosed in the annual reports published in previous years, the Group has over the past few years 

been in dispute with the Hong Kong Inland Revenue Department (“IRD”) on interest deductions 

dated back to the 1995/96 year of assessment. Full provisions for the estimated exposure (HK$392 

million) plus estimated interest from the end of current period till settlement have been made, 

taking into consideration professional advice and recent developments. Total cash exposure (net of 

tax reserve certificates already purchased) amounted to HK$210 million will be satisfied out of cash 

deposits and credit facilities.

Discussions with the IRD to settle the claims within these parameters are still on-going. On the issue 

of payment of additional penalty amount, the Group has received advice of leading counsel that the 

Group has a strong case and intends to contest the same vigorously.
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6. Profit for the Period

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Profit for the period has been arrived at after 

 charging (crediting):

Depreciation for property, plant and equipment 3 4

Dividends from

 – listed investments (26) (20)

 – unlisted investments (1) –

 (27) (20)

Gross rental income from investment properties (791) (663)

 Less:

 – Direct operating expenses that generated rental income 96 92

 – Direct operating expenses that did not generate 

   rental income 2 2

 (693) (569)

Interest income (6) (21)

Staff costs, comprising:

 – Directors’ emoluments 9 7

 – Share-based payments 1 1

 – Other staff costs 58 56

 68 64

Share of income tax of an associate

 (included in share of results of associates) 120 11
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7. Dividends

(a) Dividends recognised as distribution during the period:

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

2007 Final dividend paid – HK48 cents per share 498 –

2006 Final dividend paid – HK40 cents per share – 422

 498 422

Scrip dividend alternatives were offered to shareholders in respect of the above dividends. 

These alternatives were accepted by the shareholders as follows:

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

2007 final dividend (2006 final dividend):

 Cash payment 428 346

 Share alternative 70 76

 498 422
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7. Dividends continued

(b) Dividend declared after the balance sheet date:

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Interim dividend declared – HK14 cents per share

 (2007: HK12 cents per share) 146 127

The above interim dividends were declared after the balance sheet dates and have not been 

recognised as liabilities at the respective balance sheet dates.

The declared 2008 interim dividend will be payable in cash with a scrip dividend alternative.
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8. Earnings Per Share

(a) Basic and diluted earnings per share

The calculation of the basic and diluted earnings per share attributable to the equity holders of 

the Company is based on the following data:

 Earnings

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Earnings for the purposes of basic and diluted earnings 

 per share:

  Profit for the period attributable to equity holders 

   of the Company 3,437 1,373

 Number of shares

 Six months ended 30 June
 

 2008 2007

Weighted average number of ordinary shares for the

 purpose of basic earnings per share 1,037,748,046 1,055,695,990

Effect of dilutive potential ordinary shares:

 Share options issued by the Company 130,317 902,647

Weighted average number of ordinary shares for the

 purpose of diluted earnings per share 1,037,878,363 1,056,598,637

The computation of diluted earnings per share does not assume the exercise of certain of 

the Company’s outstanding share options as the exercise prices are higher than the average 

market price per share.
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8. Earnings Per Share continued

(b) Adjusted basic earnings per share

For the purpose of assessing the performance of the Group’s principal activities (i.e. leasing 

of investment properties), the management is of the view that the profit for the period 

attributable to the equity holders of the Company should be adjusted in the calculation of 

basic earnings per share as follows:

 Six months ended 30 June
 

 2008 2007

  Basic  Basic

  earnings  earnings

 Profit per share Profit per share

 HK$ million HK cents HK$ million HK cents

Profit for the period attributable to

 equity holders of the Company 3,437 331.20 1,373 130.10

Gain arising from change in fair value 

 of investment properties (2,995)  (795)

Effect of deferred taxation on change 

 in fair value of investment properties 

 (included the effect of change 

 in tax rate) 286  138

Effect of minority interests’ shares 162  46

Gain arising from share of change in

 fair value of investment properties 

 (net of deferred taxation) of an

 associate (272)  (178)

Underlying profit attributable to

 equity holders of the Company 618 59.55 584 55.28

Prior years’ tax provision 31  –

Net realised gain on disposal of

 available-for-sale investments (44)  (72)

Recurring underlying profit 605 58.30 512 48.54

The denominators used are the same as those detailed above for basic earnings per share.
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9. Investment Properties

The investment properties of the Group were revalued at 30 June 2008 by Knight Frank Petty 

Limited, an independent qualified professional valuer not connected with the Group, on market 

value basis, taking into account the reversionary income and redevelopment potential. The surplus of 

HK$2,995 million arising on revaluation has been credited to the consolidated income statement for 

the period.

10. Property, Plant and Equipment

The leasehold buildings of the Group were revalued at 30 June 2008 by Knight Frank Petty Limited, 

an independent professional valuer, on market value basis. The surplus of HK$3 million arising on 

revaluation has been credited to the properties revaluation reserve.

11. Accounts Receivable and Other Receivables

Rents from leasing of investment properties are normally received in advance. At the balance sheet 

date, accounts receivable of the Group mainly represented rents receipts in arrears, which were aged 

less than 90 days.

12. Accounts Payable and Accruals

At the balance sheet date, accounts payable and accruals of the Group were aged less than 90 days.

13. Borrowings

The analysis of the carrying amounts of borrowings is as follows:

 

 At 30 June At 31 December

 2008 2007

 HK$ million HK$ million

 (unaudited) (audited)

Unsecured bank loans 720 720

Floating rate notes 549 549

Fixed rate notes 1,355 1,362

Zero coupon notes 223 230

 2,847 2,861
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14. Deferred Taxation

The following are the major deferred tax liabilities (assets) recognised by the Group and movements 

thereon during the period:

 Accelerated Revaluation

 tax of Tax

 depreciation properties losses Total

 HK$ million HK$ million HK$ million HK$ million

At 1 January 2008 264 3,647 (1) 3,910

Charge to consolidated income 

 statement for the period (note 5) 11 494 (18) 487

Effect of change in tax rate (15) (208) – (223)
 

At 30 June 2008 260 3,933 (19) 4,174

At the balance sheet date, the Group has unused estimated tax losses of HK$488 million available 

for offset against future profits. A deferred tax asset has been recognised in respect of HK$112 

million of such losses. No deferred tax asset has been recognised in respect of the remaining 

estimated tax losses of HK$376 million as the utilisation of these estimated tax losses is uncertain. 

These estimated tax losses may be carried forward indefinitely.

At the balance sheet date, the Group has deductible temporary differences of HK$2 million. No 

deferred tax asset has been recognised in relation to such deductible temporary differences as it is 

not probable that taxable profit will be available against which the deductible temporary difference 

can be utilised.

15. Capital Commitments

At the balance sheet date, the Group had the following capital commitments in respect of its 
investment properties:

 

 At 30 June At 31 December
 2008 2007
 HK$ million HK$ million
 (unaudited) (audited)

Authorised but not contracted for 1,756 1,006

Contracted but not provided for 228 134
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16. Related Party Transactions and Balances

(a) Transactions with related parties

During the interim period, the Group has received gross rental income from the following 
related parties:

 Six months ended 30 June
 

 2008 2007
 HK$ million HK$ million
 (unaudited) (unaudited)

Substantial shareholders 1 3
Directors (Note) 12 11

 13 14

Note:

The sum of transactions with Directors represented the aggregate gross rental income received under 

various leases respectively with a Director of approximately HK$388,000 (2007: HK$377,000), and 

companies controlled by Directors or their associates in aggregate of approximately HK$11,482,000 

(2007: HK$11,107,000).

(b) Balance with a related party

At the balance sheet date, the Group has an amount of HK$94 million (31 December 2007: 
HK$94 million) due to a minority shareholder, which represented outstanding loan advanced 
to a non wholly-owned subsidiary of the Group, Barrowgate Limited (“Barrowgate”), by Jebsen 
and Company Limited (“Jebsen and Company”), of which Hans Michael Jebsen is a director 
and shareholder, as shareholders’ loan in proportion to its shareholding in Barrowgate for 
general funding purpose. The amount is unsecured, interest-free and repayable on demand.
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16. Related Party Transactions and Balances continued

(c) Compensation of key management personnel

The remuneration of Directors and other members of key management of the Group during 

the period was as follows:

 Six months ended 30 June
 

 2008 2007

 HK$ million HK$ million

 (unaudited) (unaudited)

Salaries and other short-term employee benefits 10 10

Share-based payments 1 1

 11 11

The remuneration of the Directors and key executives is determined by the Emoluments 

Review Committee and Chief Executive Officer respectively having regard to the performance 

of individuals and market trends.
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Report on Review of Interim Financial Information 

TO THE BOARD OF DIRECTORS OF 
HYSAN DEVELOPMENT COMPANY LIMITED
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 6 to 23 which comprises the 
condensed consolidated balance sheet of Hysan Development Company Limited as of 30 June 2008 
and the related condensed consolidated income statement, statement of changes in equity and cash 
flow statement for the six-month period then ended, and certain explanatory notes.  The Main Board 
Listing Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require the 
preparation of a report on interim financial information to be in compliance with the relevant provisions 
thereof and Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the 
Hong Kong Institute of Certified Public Accountants (the “HKICPA”).  The directors are responsible for 
the preparation and presentation of this interim financial information in accordance with HKAS 34.  Our 
responsibility is to express a conclusion on this interim financial information based on our review, and to 
report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement, and 
for no other purpose.  We do not assume responsibility towards or accept liability to any other person for 
the contents of this report. 

Scope of Review 

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410 “Review 
of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the HKICPA.  
A review of interim financial information consists of making inquiries, primarily of persons responsible 
for financial and accounting matters, and applying analytical and other review procedures.  A review is 
substantially less in scope than an audit conducted in accordance with Hong Kong Standards on Auditing 
and consequently does not enable us to obtain assurance that we would become aware of all significant 
matters that might be identified in an audit.  Accordingly, we do not express an audit opinion. 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the interim financial 
information is not prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
5 August 2008
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Additional Information

Corporate Governance

Hysan aims to be a financially successful as well as responsible business. In our quest to deliver long-

term sustainable value to our shareholders, we have to understand the context in which we operate and 

make decisions that balance the needs of various stakeholders. To our shareholders, this is translated into 

a commitment to maintaining the highest standards of corporate governance. The cornerstones of our 

corporate governance practices are accountability, transparency and integrity.

To Hysan, therefore, good corporate governance is not an exercise in compliance. Nor is this restricted to 

the Board process. The Board must delegate to other executives, who in turn implement policies across 

the organisation. It is therefore crucial to reinforce our corporate culture and values, which emphasise good 

business ethics and responsible behaviour in general. Since 2004, the Board has adopted the Corporate 

Governance Guidelines (available on website: www.hysan.com.hk), which forms the general framework of 

our corporate governance practices.

The Company has complied throughout the review period with all the Code Provisions of the Code on 

Corporate Governance Practices as set out in Appendix 14 of the Listing Rules, except that its Emoluments 

Review Committee (established since 1987) has the responsibility for determining executive Director 

compensation. In light of the current organisational structure and the relatively simple nature of Hysan’s 

business activities, the Board regards the current arrangements for Emoluments Review Committee 

to determine executive Director compensation as appropriate. The Board will continue to review this 

arrangement in light of the needs of the Group. The Group’s Corporate Governance Guidelines provide for 

separate roles of Chairman and Managing Director. Peter Ting Chang Lee serves as the Chairman. An open 

search is currently underway for a Chief Executive Officer.

Board Effectiveness

Board Responsibilities and Board/Management Relationship

The roles of the Board and of the management are separate and distinct. The Board’s responsibility is, 

firstly, to formulate strategy and, secondly, to monitor and control operating and financial performance 

in pursuit of the Group’s strategic objectives. On the other hand, the responsibility for the day-to-day 

management of the Group’s business activities and the implementation of the Group’s policies remains 

vested in management.

The Board and management fully appreciate their respective roles and are supportive of the development 

of a healthy corporate governance culture.

These are governed by a formal Board of Directors Mandate which sets out the key responsibilities of 

the Board in fulfilling its stewardship roles. These include strategic planning and monitoring, internal 

controls and risk management, culture and values, capital management, corporate governance and Board 

succession.
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Board Effectiveness continued

Board Composition

The Board currently comprises 3 Executive Directors, 4 Independent non-executive Directors and 4 Non-

executive Directors. There is a majority of Non-executive Directors on the Board (having one third being 

Independent non-executive Directors), with a wide range of experience and calibre who bring valuable 

judgment on issues of strategy, performance and resources.

Peter Ting Chang Lee serves as the Chairman. Sir David Akers-Jones acts as the Independent non-executive 

Deputy Chairman of the Board. His role as the Senior Independent non-executive Director is formalised 

in the Group’s Corporate Governance Guidelines. He is available to shareholders and fellow Directors if 

they have concerns relating to matters that contact through the normal channels of Chairman and/or Chief 

Executive Officer has failed to resolve, or for which such contact is inappropriate.

Mr. Ricky Tin For Tsang (Chief Financial Officer) and Ms. Wendy Wen Yee Yung (Company Secretary) had 

been appointed as Executive Directors effective 1 April 2008.

Pursuant to the Company’s Articles of Association, Mrs. Pauline Wah Ling Yu Wong retired by rotation 

as Executive Director as from the conclusion of the Annual General Meeting held on 14 May 2008 and 

remains as Senior Advisor to the Company.

Board Process

The Board meets at least quarterly. A detailed list of Matters Reserved for Board Decisions is in place 

setting out key matters that are to be retained for full Board decision and such list is reviewed periodically, 

at least once a year. These matters include long-term objectives and strategies; extension of Group 

activities into new business areas; annual budgets; preliminary announcements of interim and final 

results; dividends; material banking facilities; material acquisitions and disposals; connected transactions; 

annual internal controls assessment; and appointments to the Board following recommendations by the 

Nomination Committee.

An important element of the Company’s corporate governance programme is the continuous improvement 

in the quality and timeliness of the dissemination of information to Directors. The Board receives detailed 

quarterly reports from management in respect of their areas of responsibility. Appropriate key performance 

indicators are used to facilitate benchmarking and peer group comparison. Financial plans, including 

budgets and forecasts, are regularly discussed at Board meetings. From time to time, the Board also 

receives presentations, including from non-Board management members, on issues of significance or on 

new opportunities for the Group. Directors also have access to non-Director management staff where 

appropriate. These ensure that the Board will be given the answers it needs.

As laid down in our Corporate Governance Guidelines, there is an agreed procedure to enable our Directors 

to seek independent legal and/or financial advice at the Company’s expenses.



27

Board Effectiveness continued

Internal Controls

The Group is committed to implementing effective risk management policies and internal controls 

procedures to identify and manage the risks that the Group may be exposed to, thereby providing 

reasonable assurance regarding the achievement of corporate objectives.

The Board has the overall responsibility to ensure that sound and effective internal controls are maintained, 

while management is charged with the responsibility to design and implement the internal controls system 

to manage risks. As stated in our 2007 Annual Report, the Board considered the internal controls system 

effective and adequate. No significant areas of concern which might affect the operational, financial 

reporting and compliance functions of the Company are identified.

During 2007, a company-wide briefing of our Code of Ethics was completed, to ensure all staff members 

have a good understanding not only of the Code provisions but also their application to daily operating 

activities. In order to make the staff even more comfortable and not be intimidated in reporting breaches 

of Code of Ethics, we have refined the whistle-blowing mechanism. An independent third-party service 

provider is engaged to receive complaints and allegations, effective March 2008.

Our Internal Audit function assists management in its monitoring function by providing independent 

assessment and assurance. The principle of independence was firmly established, as evident by its 

reporting line to Audit Committee and Chief Executive Officer (Chairman acting).

Board Committees

In order to provide effective oversight and leadership and pursuant to its Corporate Governance Guidelines, 

the Board has established 3 corporate governance-related committees (being the Audit, Emoluments 

Review and Nomination Committees). The corporate governance-related committees have at least a 

majority of Independent non-executive Directors. We refined their terms of reference and formalised the 

arrangements of in-camera meetings without management presence. During the review period, following 

every committee meeting, committee chairs report to the Board on the activities of their respective 

committees.

• Audit Committee

The Audit Committee is chaired by Sir David Akers-Jones, Independent non-executive Deputy 

Chairman and has a majority of Independent non-executive Directors. Its other members are Tom 

Behrens-Sorensen, Independent non-executive Director, and Chien Lee, Non-executive Director. All 

members have experience in reviewing or analysing audited financial statements of public companies 

or major organisations. It meets no less than twice a year. Meetings are also attended by invitation 

by management including the Executive Director, Finance. Full terms of reference are available on the 

Company’s website: www.hysan.com.hk.
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Board Effectiveness continued

Board Committees continued

• Audit Committee continued

Hysan believes that crucial to the effective functioning of an audit committee is a clear appreciation 

of the separate roles of management, the external auditors and Audit Committee members. Hysan 

management is responsible for selecting appropriate accounting policies and for the preparation 

of the financial statements. The external auditors are responsible for auditing and attesting to the 

Group’s financial statements and evaluating the Group’s system of internal controls to the extent that 

they consider necessary to support their audit report. The Audit Committee, as the delegate of the 

full Board, is responsible for overseeing the entire process. The Committee presents a report to the 

Board after each meeting, which addresses its work and findings.

The Committee also has the responsibility for reviewing the Group’s “whistle-blowing” procedures for 

employees to raise concerns, in confidence or anonymously, about possible breaches of its Code of 

Ethics and to ensure that these arrangements allow proportionate and independent investigation of 

such matters and appropriate follow up action.

The Committee has reviewed and discussed with management and external auditors the unaudited 

condensed consolidated financial statements for the first six months of 2008 included in this Report.

• Emoluments Review Committee

The Group’s Emoluments Review Committee is also chaired by Sir David Akers-Jones, Independent 

non-executive Deputy Chairman. Its other members are Fa-kuang Hu and Dr. Geoffrey Meou-tsen 

Yeh, they are also Independent non-executive Directors. The Committee generally meets at least 

once every year. Full terms of reference are available on the Company’s website: www.hysan.com.hk.

The function of the Committee is to review and determine the remuneration of the executive 

Directors. Management makes recommendations to the Committee on the Company’s framework 

for, and cost of, executive Director remuneration and the Committee then reviews these 

recommendations. No Director or any of his associates is involved in deciding his own remuneration.

A separate “Directors’ Remuneration and Interests Report” in 2007 Annual Report sets out details 

of the level of the Directors’ remuneration including remuneration breakdown of each individual 

executive Directors on “named” basis.
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Board Effectiveness continued

Board Committees continued

• Nomination Committee

The Nomination Committee is chaired by Peter Ting Chang Lee, Chairman of the Board, and its other 

members are Sir David Akers-Jones, Independent non-executive Deputy Chairman, and Dr. Geoffrey 

Meou-tsen Yeh, Independent non-executive Director. The Committee meets when it is considered 

necessary. Full terms of reference are available on the Company’s website: www.hysan.com.hk.

The Committee has the responsibility of nominating for Board approval candidates to fill Board 

vacancies as and when they arise and of evaluating the balance of skills, knowledge and experience 

of the Board. It is clearly set out in the terms of reference of the Committee that the Chairman of 

the Board shall not chair the Committee when it is dealing with the matter of succession of the 

chairmanship.

Communication with Shareholder

The Group is committed to maintaining a policy of open and timely disclosure of relevant information 

on its attributes to shareholders and other stakeholders, subject to applicable legal requirements. A 

communication programme is in place to maintain an on-going dialogue with the Company’s stakeholders, 

including communication with shareholders in a regular and timely manner, through the Group’s annual and 

interim reports and accounts, press releases/announcements; and holding regular briefings and meetings 

for analysts and the media, as appropriate. The Board recognises the significance of constructive use of 

Annual General Meeting (“AGM”) as a useful means to enter into a dialogue with private shareholders 

based on mutual understanding of objectives. Individual shareholders can put questions to the Chairman 

at the general meeting. Board Committee Chairmen, as provided under the respective terms of references, 

attend AGMs to respond to any shareholder questions on the activities of the Committees. Since 2004, to 

enable shareholders to gain a better understanding of our business activities, we have included a “business 

review” session led by the Chairman in addition to the statutory part of the meeting. In the 2008 AGM, 

topics addressed include overview of the 2007 business environment, financial position, annual results and 

2008 outlook.

We recognise the significance of consistent disclosure practices aimed at accurate, timely and broadly 

disseminated disclosure of material information about Hysan. A Corporate Disclosure Policy is in place, 

which provides guidance for coordinating the disclosure of material information to investors, analysts and 

media as well as our processes for results announcements.
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Directors’ Interests in Shares

As at 30 June 2008, the interests and short positions of the Directors and alternate Director in the shares, 

underlying shares or debentures of the Company and its associated corporations (within the meaning of 

Part XV of the Securities and Futures Ordinance (“SFO”)) as recorded in the register required to be kept 

under section 352 of the SFO; or as otherwise notified to the Company and the Stock Exchange pursuant 

to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”), are set 

out below:

Aggregate long positions in shares and underlying shares of the Company

 Number of ordinary shares held
 

      % of the 

      issued

 Personal Family Corporate Other   share

Name interests interests  interests interests Total capital

      (Note a)

Peter Ting Chang Lee 3,370,708 – – – 3,370,708 0.324

Fa-kuang Hu – – 200,000  – 200,000 0.019

   (Note b)

Hans Michael Jebsen 60,000 – 2,432,914  – 2,492,914 0.240

   (Note c)

Tom Behrens-Sorensen 10,000 – – – 10,000 0.001

Chien Lee 800,000 – – – 800,000 0.077

Deanna Ruth Tak Yung Rudgard 1,871,600 – – – 1,871,600 0.180

Geoffrey Meou-tsen Yeh 263,655 – – – 263,655 0.025

Ricky Tin For Tsang 40,000              – – – 40,000 0.004

Wendy Wen Yee Yung 28,000 – – – 28,000 0.003

V-nee Yeh 43,259 – – – 43,259 0.004

 (alternate to Geoffrey 

 Meou-tsen Yeh)

Notes:

(a) This percentage has been compiled based on the total number of shares of the Company in issue (i.e. 
1,040,604,536 ordinary shares) as at 30 June 2008.

(b) Such shares were held by a company which was wholly-owned by Fa-kuang Hu and he was deemed to have 
beneficial interest in all these shares.

(c) Such shares were held through a corporation in which Hans Michael Jebsen was a member entitled to exercise 
no less than one-third of the voting power at general meeting.
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Directors’ Interests in Shares continued

Aggregate long positions in shares and underlying shares of the Company continued

Certain executive Directors of the Company have been granted share options under the Company’s share 

option schemes (details are set out in the section headed “Long-term Incentives: Share Option Schemes” 

below). These constitute interests in underlying shares of equity derivatives of the Company under the SFO.

Aggregate long positions in shares of associated corporations

Listed below is a Director’s interest in the shares of Barrowgate, a 65.36% subsidiary of the Company:

 Number of ordinary shares held
 

 Corporate Other  % of the issued

Name  interests interests Total share capital

Hans Michael Jebsen 1,000 – 1,000 10 (Note)

Note:

Jebsen and Company held a 10% interest in the issued share capital in Barrowgate through a wholly-owned subsidiary. 

Hans Michael Jebsen was deemed to be interested in the shares of Barrowgate by virtue of being the controlling 

shareholder of Jebsen and Company.

Apart from the above, no other interest or short position in the shares, underlying shares or debentures of 

the Company or any associated corporations as at 30 June 2008 were recorded in the register required to 

be kept under Section 352 of the SFO; or as otherwise notified to the Company and the Stock Exchange 

pursuant to the Model Code.
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Long-term Incentives: Share Option Schemes

The Company has granted options under two executive share option schemes. The purpose of both 

schemes was to strengthen the link between individual staff and shareholder interests. The power of grant 

to executive Directors is vested in the Emoluments Review Committee and endorsed by all Independent 

non-executive Directors as required under the Listing Rules. As approved by the Board, the Chairman may 

make grants to management staff below executive Director level.

The 1995 Share Option Scheme (the “1995 Scheme”)

The 1995 Scheme was approved by shareholders on 28 April 1995 and had a term of 10 years. It expired 

on 28 April 2005. All outstanding options granted under the 1995 Scheme will continue to be valid and 

exercisable in accordance with the provisions of the 1995 Scheme.

The 2005 Share Option Scheme (the “2005 Scheme”)

The Company adopted the 2005 Scheme (together with the 1995 Scheme are referred to as the 

“Schemes”) at its AGM held on 10 May 2005, which has a term of 10 years and will expire on 9 May 

2015.

During the review period, a total of 733,000 share options were granted under the 2005 Scheme.

As at 30 June 2008, an aggregate of 1,868,000 shares are issuable for options granted under the 

Schemes, representing approximately 0.18% of the issued share capital of the Company.
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Long-term Incentives: Share Option Schemes continued

Details of options granted, exercised, cancelled/lapsed and outstanding under the Schemes during the 
review period are as follows:
 Changes during the period
 

    Balance    Balance
 Date of Exercise Exercisable  as at   Cancelled/  as at
Name  grant  price  period  1.1.2008 Granted Exercised lapsed 30.6.2008
  HK$

1995 Scheme

Executive Directors
Ricky Tin For Tsang 30.3.2005 15.85 30.3.2005 –   120,000 – (40,000) – 80,000
 (Note a)   29.3.2015   (Note i)

Wendy Wen Yee Yung 30.3.2005 15.85 30.3.2005 –   96,000 – – – 96,000
 (Note b)   29.3.2015

Eligible employees 30.3.2005 15.85 30.3.2005 –   87,667 – (61,667) – 26,000
 (Note c)   29.3.2015   (Note j)

2005 Scheme

Executive Directors
Peter Ting Chang Lee 6.3.2007 21.38 6.3.2007 –   235,000 – – – 235,000
  (Note d)   5.3.2017

 13.3.2008 21.45 13.3.2008 –   – 260,000 – – 260,000
  (Note f) 12.3.2018

Pauline Wah Ling Yu Wong 6.3.2007 21.38 6.3.2007 –   108,000 – – – 108,000
 (Note e)   5.3.2017

Ricky Tin For Tsang 30.3.2006 22.00 30.3.2006 –   120,000 – – – 120,000
 (Note a)   29.3.2016

 30.3.2007 21.25 30.3.2007 –   95,000 – – – 95,000
   29.3.2017

 31.3.2008 21.96 31.3.2008 –   – 100,000 – – 100,000
  (Note g) 30.3.2018

Wendy Wen Yee Yung 26.6.2006 20.11 26.6.2006 –   110,000 – – – 110,000
 (Note b)   25.6.2016

 30.3.2007 21.25 30.3.2007 –   95,000 – – – 95,000
   29.3.2017

 31.3.2008 21.96 31.3.2008 –   – 100,000 – – 100,000
  (Note g) 30.3.2018

Eligible employees 30.3.2006 22.00 30.3.2006 –   99,000 – – (16,000) 83,000
 (Note c)   29.3.2016    (Note l)

 30.3.2007 21.25 30.3.2007 –   132,000 – (2,000) (43,000) 87,000
   29.3.2017   (Note k) (Note l)

 31.3.2008 21.96 31.3.2008 –   – 178,000 – – 178,000
  (Note g) 30.3.2018

 2.5.2008 23.90 2.5.2008 –   – 95,000 – – 95,000
  (Note h) 1.5.2018

    1,297,667 733,000 (103,667) (59,000) 1,868,000
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Long-term Incentives: Share Option Schemes continued

Notes:

(a) Ricky Tin For Tsang was appointed as Executive Director on 1 April 2008. Options granted to Ricky Tin For Tsang 

have a vesting period of 3 years in equal proportions.

(b) Wendy Wen Yee Yung was appointed as Executive Director on 1 April 2008. Options granted to Wendy Wen Yee 

Yung have a vesting period of 3 years in equal proportions.

(c) Eligible employees are working under employment contracts that are regarded as “continuous contracts” for the 

purposes of the Employment Ordinance. The options granted under the Schemes have vesting periods of 3 

years in equal proportions.

(d) Options granted to Peter Ting Chang Lee have a vesting period of 3 years in equal proportions.

(e) Options granted to Pauline Wah Ling Yu Wong have a vesting period of 3 years in equal proportions. Pauline 

Wah Ling Yu Wong retired from the Board of the Company by rotation as from the conclusion of 2008 Annual 

General Meeting held on 14 May 2008. She remains as Senior Advisor to the Company and is eligible under 

the 2005 Scheme.

(f) The closing price of the shares of the Company immediately before the date of grant (as of 12 March 2008) 

was HK$22.10.

(g) The closing price of the shares of the Company immediately before the date of grant (as of 28 March 2008) 

was HK$21.95.

(h) The closing price of the shares of the Company immediately before the date of grant (as of 30 April 2008) was 

HK$22.60.

(i) The weighted average closing price of the shares of the Company immediately before the date on which the 

options were exercised was HK$22.70.

(j) The weighted average closing price of the shares of the Company immediately before the dates on which the 

options were exercised was HK$22.57.

(k) The weighted average closing price of the shares of the Company immediately before the date on which the 

options were exercised was HK$22.95.

(l) The options for 59,000 shares lapsed during the period upon resignations of certain eligible employees.

Apart from the above, the Company had not granted any share option under the Schemes to any other 
persons as required to be disclosed under Rule 17.07 of the Listing Rules.
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Long-term Incentives: Share Option Schemes continued

Value of share options

Pursuant to Rule 17.08 of the Listing Rules, the value of the share options granted during the period is as 

follows to be expensed through the Group’s income statement over the three-year vesting period of the 

options.

The fair values of share options granted by the Company were determined by using Black-Scholes option 

pricing model (the “Model”). The Model is one of the commonly used models to estimate the fair value 

of an option. The variables and assumptions used in computing the fair value of the share options are 

based on the management’s best estimate. The value of an option varies with different variables of certain 

subjective assumptions. Any change in the variables so adopted may materially affect the estimation of the 

fair value of an option. The inputs into the Model were as follows:

 Date of grant

 2.5.2008 31.3.2008 13.3.2008

Closing share price at the date of grant HK$23.90 HK$21.80 HK$21.45

Exercise price HK$23.90 HK$21.96 HK$21.45

Risk free rate (Note a) 2.668% 2.607% 2.486%

Expected life of option (Note b) 10 years 10 years 10 years

Expected volatility (Note c) 35.51% 34.25% 33.03%

Expected dividend per annum (Note d) HK$0.463 HK$0.463 HK$0.463

Estimated fair values of options granted HK$8.99 HK$7.39 HK$6.97

Notes:

(a) Risk free rate: being the approximate yields of 10-year Exchange Fund Notes traded on the date of grant, 

matching the expected life of each option.

(b) Expected life of option: being the period of 10 years commencing on the date of grant, based on management’s 

best estimates for the effects of non-transferability, exercise restriction and behavioural consideration.

(c) Expected volatility: being the approximate historical volatility of closing prices of the share of the Company in the 

past one year immediately before the date of grant.

(d) Expected dividend per annum: being the approximate average annual cash dividend for the past 5 financial 

years.
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Substantial Shareholders’ and Other Persons’ Interests in Shares

As at 30 June 2008, the interests or short positions of substantial shareholders and other persons of the 

Company, in the shares and underlying shares of the Company as recorded in the register required to be 

kept under section 336 of the SFO, or as otherwise notified to the Company, were as follows:-

Aggregate long positions in shares and underlying shares of the Company

  Number of

  ordinary % of the issued 

Name Capacity shares held share capital

    (Note a)

Lee Hysan Estate Company,  Beneficial owner and interests 433,130,735 41.62

 Limited  of controlled corporations (Note b)

Lee Hysan Company Limited Interests of controlled 433,130,735 41.62

 corporations (Note b)

Notes:

(a) This percentage has been compiled based on the total number of shares of the Company in issue as at 30 June 

2008 (i.e. 1,040,604,536 ordinary shares).

(b) These interests represent the same block of shares of the Company. 270,118,724 shares were held by Lee 

Hysan Estate Company, Limited (“LHE”) and 163,012,011 shares were held by certain subsidiaries of LHE. LHE 

is a wholly-owned subsidiary of Lee Hysan Company Limited.

Apart from the above, no other interest or short position in the shares or underlying shares of the Company 

were recorded in the register required to be kept under section 336 of the SFO as at 30 June 2008.

Related Party Transactions

The Group entered into certain transactions with parties regarded as “Related Parties” under applicable 

accounting principles. These mainly relate to contracts entered into by the Group in the ordinary course 

of business, which contracts were negotiated on normal commercial terms and on an arm’s length basis. 

Further details are set out in note 16 to the condensed consolidated financial statements.

Some of these transactions also constitute “Continuing Connected Transactions” under the Listing Rules, as 

identified below.
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Continuing Connected Transactions

Certain transactions entered into by the Group constituted continuing connected transactions (the 

“Transactions”) under the Listing Rules. Details of the Transactions as at 30 June 2008 are set out as 

follows:

I. Lease granted by the Group

(a) Lee Gardens Two, 28 Yun Ping Road, Hong Kong (“Lee Gardens Two”)

The following lease arrangements were entered into by Barrowgate, a 65.36% subsidiary 

of the Company and property owner of Lee Gardens Two, as landlord with the following 

connected persons:

  Date of    

Connected person agreement Terms Premises Annual consideration 

     (Note a)

(i) Jebsen and Company  29 June 2007 3 years commencing from  Office units on the 28th,  2008: HK$20,582,424

  Limited    1 September 2007  30th and 31st Floors  2009: HK$20,582,424

  (Note b)    2010: HK$13,721,616 

     (on pro-rata basis)

(ii) Hang Seng Bank  15 October 2007 72 months commencing from  Shop G13A on the Ground  2008: HK$10,578,491

  Limited   (Note c)  15 October 2007 (for   Floor and Shops 2-10  2009: HK$12,469,416 

  (Note b)   Shops 2-10 on the   and 11-12 on the Lower  2010:  HK$9,821,341

    Lower Ground Floor)  Ground Floor (on pro-rata basis upto 

   68 months commencing from   14 October 2010) 

    15 February 2008 (for   (Note d)

    Shop G13A on the Ground 

    Floor and Shops 11-12 on 

    the Lower Ground Floor)

(iii) Pearl Investments (HK)  23 May 2008   3 years commencing from Room 1401C on the   2008:  HK$1,307,578 

  Limited   (Lease)  15 May 2008  14th Floor (on pro-rata basis for the Lease)

  (Note e) 18 May 2007  3 years commencing from  1 carparking space 2009:  HK$2,040,816 

   (Carpark Licence   1 June 2007   2010:  HK$2,003,016

   Agreement and     (on pro-rata basis for the 

   a supplemental letter   Carpark Licence Agreement) 

   dated 5 June 2007)   2011:  HK$733,038 

     (on pro-rata basis for the Lease)
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Continuing Connected Transactions continued

I. Lease granted by the Group continued

(b) One Hysan Avenue, Causeway Bay, Hong Kong (“One Hysan Avenue”)

The following lease arrangement was entered into by OHA Property Company Limited, a 

wholly-owned subsidiary of the Company and property owner of One Hysan Avenue, with Atlas 

Corporate Management Limited, a wholly-owned subsidiary of LHE. Details of the lease are set 

out below:

  Date of 

Connected person agreement Terms Premises Annual consideration

     (Note a)

Atlas Corporate Management  9 November 2005 3 years commencing from  Whole of 21st Floor 2008: HK$1,169,800

 Limited   1 November 2005  (on pro-rata basis)

II. Provision of leasing and property management services to a non-wholly-owned subsidiary 

regarding Lee Gardens Two

The following management agreements were entered into by Hysan Leasing Company Limited and 

Hysan Property Management Limited, both being wholly-owned subsidiaries of the Company, with 

Barrowgate for the provision of services to Lee Gardens Two, including (i) leasing, marketing and 

lease administration services; and (ii) property management services:

Connected person Date of agreement Terms Premises Consideration

Barrowgate Limited 25 February 2004 and two   3 years commencing from  Whole premise of  HK$7,825,062 (i)

   Supplemental Appointment   1 April 2004 (renewable   Lee Gardens Two and HK$1,137,049 (ii) 

   Letters of 19 July 2004 and   for further 3 years)  (Note f)

   7 February 2007

Notes:

(a) The annual considerations are based on current rates of rental, operating charges, (for retail premises) 

promotional levies and (for carparking spaces) licence fees for each of the relevant financial years. The rental, 

operating charges, promotional levies and licence fees (as the case may be) are payable monthly in advance.

(b) Jebsen and Company and Hang Seng Bank Limited (“Hang Seng”) are beneficial substantial shareholders of 

Barrowgate having equity interest of 10% and 24.64% respectively in Barrowgate.
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Continuing Connected Transactions continued

Notes: 

(c) Barrowgate and Hang Seng entered into an agreement for lease dated 15 October 2007. A formal lease 
agreement and a supplemental deed in respect of the premises mentioned under I(a)(ii) above were entered 
into between Barrowgate and Hang Seng on 15 February 2008 and 13 May 2008 respectively.

(d) The rent for the period from 15 October 2010 to 14 October 2013 will be reviewed at the then prevailing 
market rent and to be agreed by Barrowgate and Hang Seng.

(e) Pearl Investments (HK) Limited is a connected person by virtue of its being an associate of Mr. Chien Lee, a 
Non-executive Director of the Company.

(f) These represent the actual considerations for the period from 1 January 2008 to 30 June 2008, calculated on 
the basis of the fee schedules as prescribed in the respective management agreements.

All the Transactions were entered in the ordinary and usual course of business of the respective companies 
after due negotiations on an arm’s length basis with reference to the prevailing market conditions.

Announcements were published regarding the Transactions in accordance with the Listing Rules. The Stock 
Exchange has granted a waiver for the Transactions referred to in section II above by virtue of Rule 14A.42 
from strict compliance with the requirements of Rules 14A.35, 14A.45 to 14A.47 of the Listing Rules on 
condition that details of the Transactions be included in the Company’s subsequent published annual report 
for financial years in which the relevant Transactions are subsisting.

Compliance of the Model Code

The Company has adopted the Model Code set out in the Appendix 10 to the Listing Rules as its own 
code of conduct regarding Directors’ securities transactions. All Directors have confirmed, following specific 
enquiry by the Company, that they have complied with the required standards set out in the Model Code 
throughout the review period.

Purchases, Sale or Redemption of the Company’s Listed Securities

During the review period, neither the Company nor its subsidiaries purchased, sold or redeemed any of the 
Company’s listed securities.

Human Resources Practices

The Group aims to attract, retain and motivate high calibre individuals committed to attaining our objectives. 
The total number of employees as at 30 June 2008 was 456. The Group’s human resources practices are 
aligned with our corporate objectives so as to maximise shareholder value and achieve growth.

There have been no material changes in respect of the human resources policy, including performance 
measurement and reward, training and development as set out in our 2007 Annual Report.
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FINANCIAL CALENDAR
Announcement of interim results 5 August 2008
Ex-dividend date for interim dividend 15 August 2008
Closure of register of members 19 August to 21 August 2008
Record date for interim dividend 21 August 2008
Dispatch of scrip dividend circular and election form (on or about) 25 August 2008
Dispatch of interim dividend warrants / definitive share certificates (on or about) 12 September 2008

SHAREHOLDER INFORMATION

INTERIM DIVIDEND
The Board declares the payment of an interim dividend of 
HK14 cents per share. The interim dividend will be payable 
in cash with a scrip dividend alternative to shareholders 
on the register of members as at Thursday, 21 August 
2008. The scrip dividend alternative is conditional upon the 
granting by the Listing Committee of The Stock Exchange of 
Hong Kong Limited of the listing of and permission to deal 
in the new shares to be issued pursuant thereto.

A circular containing details of the scrip dividend and 
the form of election is to be mailed to shareholders on 
Monday, 25 August 2008. Shareholders who elect for the 
scrip dividend, in lieu of the cash dividend, in whole or in 
part, shall return the form of election to the Company’s 
Registrars on or before Monday, 8 September 2008.

Definitive share certificates in respect of the scrip dividend 
and cheques (for those shareholders who do not elect for 
scrip dividend) will be dispatched to shareholders on or 
about Friday, 12 September 2008.

The register of members is to close from Tuesday, 19 
August 2008 to Thursday, 21 August 2008, both dates 
inclusive, for the purpose of determining shareholders’ 
entitlements to the interim dividend and during which 
period no transfer of shares will be registered. In order 
to qualify for the interim dividend, all transfer documents 
accompanied by the relevant share certif icates must 
be lodged with the Company’s Registrars not later than 
4:00 p.m. on Monday, 18 August 2008.

SHARE LISTING
Hysan’s shares are listed on The Stock Exchange of Hong 
Kong Limited. It has a sponsored American Depositary 
Receipts (ADR) Programme in the New York market.

STOCK CODE
The Stock Exchange of Hong Kong Limited: 00014
Bloomberg: 14HK
Reuters: 0014.HK
Ticket Symbol for ADR Code: HYSNY
CUSIP reference number: 449162304

SHAREHOLDER SERVICES
For enquiries about share transfer and registration, 
please contact the Company’s Registrars:

Tricor Standard Limited
26/F., Tesbury Centre,
28 Queen’s Road East,
Wanchai, Hong Kong
Telephone : (852) 2980 1768
Facsimile : (852) 2861 1465

Holders of the Company’s ordinary shares should notify 
the Registrars promptly of any change of their address.

The In te r im Repo r t  i s  p r in ted in  Eng l i sh and 
Chinese language and is available on our website at 
www.hysan.com.hk. Shareholders may at any time 
choose to receive the Interim Report in printed form in 
either the English or Chinese language or both or by 
electronic means. Shareholders who have chosen to 
receive the Interim Report using electronic means and 
who for any reason have difficulty in receiving or gaining 
access to the Interim Report will promptly upon request 
be sent a printed copy free of charge.

Shareholders may at any time change their choice 
of the language or means of receipt of the Interim 
Report by notice in writing to the Company’s Registrars 
at the address above. The Change Request Form 
may be downloaded from the Company’s website at 
www.hysan.com.hk.

INVESTOR RELATIONS
For enquiries relating to investor relations, please email 
to investor@hysan.com.hk or write to the Company at:

Investor Relations
Hysan Development Company Limited
49/F., The Lee Gardens, 33 Hysan Avenue
Hong Kong
Telephone : (852) 2895 5777
Facsimile : (852) 2577 5153

OUR WEBSITE
Press releases and other information of the Group can 
be found at our Internet website: “www.hysan.com.hk”.



Hysan Development Company Limited
49/F The Lee Gardens
33 Hysan Avenue, Hong Kong
T : 852 2895 5777 F : 852 2577 5153
www.hysan.com.hk


	Front Cover 
	Mission and Contents 
	Highlights

	Chairman's Statement

	Management's Discussion and Analysis

	Condensed Consolidated Income Statement

	Condensed Consolidated Balance Sheet

	Condensed Consolidated Statement of Changes in Equity

	Condensed Consolidated Cash Flow Statement

	Notes to the Condensed Consolidated Financial Statements

	Report on Review of Interim Financial Information

	Additional Information

	Corporate Information

	Shareholder Information

	Back Cover




