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Annual Results




Business Results
The Group’s consolidated net profit after taxation and minority interests for the year ended 30th June, 2001 amounted to HK$168 million, representing an increase of 15% over that reported in the previous financial year. The turnover of your Group also showed an increase of 36% over that of the previous financial year and amounted to HK$483 million.

The results for the year ended 30th June, 2001 are as follows:--

Consolidated Profit and Loss Account



For the year ended 30th June



2001 
2000


Notes
HK$'000 
HK$'000

Turnover 
1(a)
483,249 
356,040

Cost of sales / services 

 (218,108) 
(82,994)



265,141 
273,046

Other revenue 

1,185 
3,703

Other net income 
2
60,424 
45,412

Selling expenses 

(9,746) 
(19,378)

Administrative expenses 

 (70,363) 
(41,228)

Profit from operations 

246,641 
261,555

Finance costs 
3(a)
 (5,939) 
(8,374)


1(b)
240,702 
253,181

Share of losses less profits of associates 

 (61,209) 
(103,703)

Profit from ordinary activities before taxation 

179,493 
149,478

Taxation 
4
 12,439 
(1,435)

Profit from ordinary activities after taxation 

191,932 
148,043

Minority interests 

 (24,216) 
(1,833)

Profit attributable to shareholders 

167,716 
146,210

Dividends 
5
 (59,614) 
(79,485)



108,102 
66,725

Transfer to capital reserves 

 (49) 
(88)

Retained profit for the year 

 108,053 
66,637

Earnings per share




--Basic 
6(a)
 HK$0.34 
HK$0.29

--Diluted 
6(b)
N/A 
N/A

Notes to the Consolidated Profit and Loss Account

1
Segmental Information

The principal activities of the Group during the year consisted of property development and investment, project management, property management, finance and investment holding in the People's Republic of China (the “PRC”).


(a)
The Group's turnover for the year ended 30th June, 2001 amounted to approximately HK$483 million and the analysis is as follows:


Group turnover
For the year ended 30th June


2001 
2000


HK$'000
HK$'000

Sale of properties 
268,571 
104,778

Rental income 
66,156 
65,330

Interest income 
103,833 
134,694

Management and sales commissions 
31,173 
33,798

Guaranteed return on investment 
 13,516 
17,440


483,249 
356,040


(b)
The profit from operations less finance costs of the Group during the year amounted to approximately HK$241 million and the analysis of contribution to profit from operations less finance costs is as follows:


Contribution to Profit from operations
For the year ended 30th June


2001 
2000


HK$'000 
HK$'000

Sale of properties 
50,463 
23,747

Rental income 
64,852 
63,390

Interest income 
103,833 
134,694

Management and sales commissions 
31,173 
31,835

Guaranteed return on investment 
 13,516 
17,440


263,837 
271,106

Less: other expenses net of other income 
 23,135 
17,925


240,702 
253,181

No geographical analysis of each segment is shown as less than 10% of the Group's turnover and profit from operations are outside the PRC.

2
Other Net Income


For the year ended 30th June


2001 
2000


HK$'000 
HK$'000

Other net income includes:



Write back of construction cost 
66,170 
44,000

Net loss on disposal of investment in associates 
 (4,461) 
--

3
Profit from Ordinary Activities before Taxation

The consolidated profit from ordinary activities before taxation is arrived at after charging:



For the year ended 30th June



2001 
2000



HK$'000 
HK$'000

(a) 
Finance costs:




Bank interest 
97,697 
101,949


Interest on loans wholly repayable within five years 
32,251 
30,464


Other borrowing costs 
 200 
1,953


Total borrowing costs 
130,148 
134,366


Less: Amount capitalised* 
 124,209 
125,992



5,939 
8,374

* Borrowing costs have been capitalised at the rate of 6.54% (2000 - 6.31%) per annum.

(b)
Items other than those separately disclosed in notes 2 and 3(a):


For the year ended 30th June


2001 
2000


HK$'000 
HK$'000

Depreciation 
3,653 
4,724

Less: Amount capitalised 
2,784 
3,429


869 
1,295

4
Taxation


(a)
Taxation in the consolidated profit and loss account represents:


For the year ended 30th June


2001 
2000


HK$'000 
HK$'000

The Group



-- Hong Kong 
1,237 
1,360

-- Outside Hong Kong 
2,604 
(1,221)

Associates



-- Outside Hong Kong 
(6,425) 
(1,741)

Tax indemnity 
 15,023 
167


12,439 
(1,435)


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


Provision for taxation outside Hong Kong is provided for at the applicable rates of taxation for the year on the estimated assessable profits arising in the relevant foreign jurisdiction during the year.


(b)
No provision for deferred taxation has been made in the accounts as the directors consider that no liability would be likely to arise as a result of the reversal of timing differences in the foreseeable future.

5
Dividends


For the year ended 30th June


2001 
2000


HK$'000 
HK$'000

Interim dividend paid at HK$0.06 per share (2000 - HK$0.06 per share) 
29,807 
29,807

Proposed final dividend at HK$0.06 per share (2000 - HK$0.10 per share) 
 29,807 
49,678


59,614 
79,485

6
Earnings per Share


(a)
Basic earnings per share



The calculation of basic earnings per share is based on the profit attributable to shareholders of HK$167,716,000 (2000 - HK$146,210,000) and on the weighted average of 496,776,205 ordinary shares (2000 - 496,776,205 ordinary shares) in issue during the year.


(b)
Diluted earnings per share



Diluted earnings per share for the year is not shown as the existence of outstanding options during the year ended 30th June, 2001 has an anti-dilutive effect on the calculation of diluted earnings per share for the year. There was no potential dilution of earnings per share during 2000.

Dividends

Your Board recommends the payment of a final dividend of HK$0.06 per share to shareholders whose names appear on the Register of Members of the Company on 10th December, 2001. The total distribution per share of HK$0.12 for the full year, including the interim dividend of HK$0.06 per share already paid, represents a decrease of 25% from the total distribution in the previous year. Warrants for the final dividend will be sent to shareholders on 11th December, 2001.

Closing of Register of Members

The Register of Members of the Company will be closed from Tuesday, 4th December, 2001 to Monday, 10th December, 2001, both days inclusive, during which period no requests for the transfer of shares will be accepted. In order to qualify for the proposed final dividend, all transfers of shares accompanied by the relevant share certificates and transfer forms must be lodged with the Company's Branch Share Registrars in Hong Kong, Central Registration Hong Kong Limited, 19th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong not later than 4:00 p.m. on Monday, 3rd December, 2001.

Business Review

Property Market

With a continuous flow of market news during the financial year under review connected with the favourable development on China's accession to the World Trade Organisation and the application by Beijing City to host the Olympic Games, property markets in major commercial cities of Mainland China such as Beijing, Shanghai and Guangzhou had become more active. As a result, the price level as well as sales turnover of properties in these cities generally witnessed an increase.

Property Development

The Group's development project situate directly on top of the Changshou Road Station of the Metro Line in Guangzhou known as Heng Bao Garden is comprised of seven high-rise residential towers containing over 1,300 residential units as well as a three-storey shopping podium with two basement floors. Sales of the residential units of this project achieved satisfactory results during the financial year under review and the project was also completed prior to the end of the period under review. As of now, more than half of the total number of residential units in this project has been sold. Sales proceeds from this project together with proceeds from the recent launch for sale of more than 150 units from the Group's existing stock in the State Apartments of the Beijing Henderson Centre are expected to generate abundant cash inflow and income to the Group. Also, during the financial year under review, almost the entire Phase VII of the jointly-owned Lexi New City project located in Panyu District of Guangdong Province comprising more than 960 residential units was sold out and pre-sale of Phase VIII of this project comprising over 2,500 residential units and certain shop units also recorded satisfactory response.

Property Investment

As at the end of the financial year under review, the investment property portfolio of the Group amounted to approximately 1.64 million sq.ft. in total attributable gross floor area. Such investment properties are all located in major cities being transportation nodal points with high intensity of population. During the period under review, rental income of the Group which was mainly generated from the Beijing Henderson Centre and the Group's rental properties in Shanghai showed a slight increase as compared to that registered in the previous financial year.

Financial Review

The following comments should be read in conjunction with the Audited Consolidated Financial Statement of Accounts of Henderson China Holdings Limited and the related notes on the accounts.

Results of Operations

Comparison of Financial Year 2001 to Financial Year 2000

Total turnover of the Group amounted to HK$483 million in Financial Year 2001, representing an increase of 36% as compared to that recorded in the previous financial year. Profit from ordinary activities before taxation increased by 20% to HK$179 million compared to that of the corresponding period in Financial Year 2000. Main sources of profit contribution to the Group during the financial year under review included sale of properties, income derived from investment and financing activities, and rental income. The Group's profit attributable to shareholders increased by 15% to HK$168 million as compared to that recorded in the previous financial year.

The Group completed two residential and commercial projects in Mainland China and these amounted to approximately 2,500,000 sq.ft. in total attributable floor area, reflecting a substantial increase in completion footage during the financial year under review as compared with that registered in the previous financial year. Sale of properties and income derived from investment and financing activities continued to form as the largest part of the Group's turnover and profit, constituting approximately 77% and 63% of total turnover and profit from operations respectively in Financial Year 2001. Revenues from property development, which were mainly generated from sale of the residential units of the Group's development projects in Mainland China, totally amounted to HK$269 million resulting in an increase of 156% over that recorded in Financial Year 2000. Operating profit from property sales grew by 113% as compared to that of the previous year and was recorded at HK$50 million for the financial year under review.

Gross rental income of the Group remained stable as compared with that recorded in the previous financial year and was recorded at approximately HK$66 million in Financial Year 2001 whilst operating profit from property investment was recorded at HK$65 million and remained at approximately the same level as that posted in the previous financial year.

The Group's finance costs for the period under review, after deducting HK$124 million for the amount capitalised mainly in respect of investment properties under development, was recorded at approximately HK$6 million.

Financial Resources and Liquidity

The Group is in a strong financial position and possesses a large capital base whereas net debt position remains low. As of 30th June, 2001, shareholders' funds of the Group amounted to HK$7,300 million representing a slight increase of 1% from the level recorded as at the end of the previous financial year. The Group's total net external borrowing after deducting cash at bank and in hand of HK$202 million amounted to HK$1,762 million as at the end of the Financial Year 2001, representing an increase of 39% as compared with that recorded at the end of the previous financial year. Total net external borrowings as compared with shareholders' funds of the Group as at the end of the period under review was 24% as compared to 18% recorded as at the end of the previous financial year. All of the Group's borrowings were unsecured and were mainly obtained on a committed term basis of longer than one year. The maturity profile of the Group's bank loans and borrowings outstanding as at the end of Financial Year 2001 and Financial Year 2000 is presented respectively as follows:


2001
2000


HK$'000 
HK$'000

Bank Loans and Borrowings Repayable:



Within 1 year 
528,228 
725,117

After 1 year but within 2 years 
700,000 
900,000

After 2 years but within 5 years 
 735,582 
--

Total Bank Loans and Borrowings 
1,963,810 
1,625,117

Less: Cash at bank and in hand 
 (201,692) 
(356,316)

Total Net Borrowings 
 1,762,118 
1,268,801

Financing facilities extended to the Group are mainly denominated in Hong Kong Dollars. Bank Loans and borrowings of the Group, which are primarily obtained in Hong Kong with interests chargeable mainly based on certain agreed interest margins over the Hong Kong Interbank Offer Rate, are therefore mainly of floating rate in nature. The proportion of bank loans denominated in Renminbi which the Group procured directly in Mainland China are continuously being increased in comparison with other non-Renminbi borrowings thereby serving to reduce the foreign currency exposure of the Group. The interest payable on such bank loans are fixed on the base rates promulgated by the People's Bank of China from time to time.

With the adoption of a conservative financial management policy by the Group's management, the capital and retained profits of the Group will continue to be put to good use to finance the Group's operations. The Group has adequate sources of shareholders' funds and sufficient unutilised banking facilities for funding its ongoing operations as well as future expansion.

Prospects

In the past few years, the growth in Gross Domestic Product of Mainland China has been maintained at over 7% every year. Implementation of the economic reform policies by the central government has led to fast economic development in many cities and townships. It is anticipated that such high economic growth rate in Mainland China will be maintained for some time in future. Further, the central economic reform policies which have been adopted leave adequate room for citizens to accumulate wealth and this has presented as a strong force to vitalise the domestic property markets. Due to Mainland China's impending accession to the World Trade Organisation, it is anticipated that this will attract a lot of business interests and representations from overseas to the major cities in Mainland China, particularly Beijing and Shanghai. These interests will therefore also form as another force to create demand in the domestic property markets. Added to these, the successful application for Beijing to host the Olympic Games will result in the allocation of abundant resources by the central government for putting in place infrastructural and environmental improvement projects as well as any related establishments and facilities. The implementation of these projects will also be of benefit to the domestic property markets and the tourist industry throughout the country in the next few years.

In light of such developments in the domestic property markets, the Group will gradually implement its “Prime City, Prime Site” property development strategy and utilise proceeds generating from the sale of the Group's existing projects for funding the development of new projects in stages. In this regard, the Group currently plans to develop the project site located at the core of a newly established commercial business district in Beijing being No. 2 Guan Dong Dian situate in Chao Yang District which has a project site area of approximately 230,000 sq.ft. Also, the Group is currently in negotiation with the project joint venture partners of The Grand Gateway, Lot E, Huashan Road, Xuhui District located in Shanghai and is considering the feasibility to develop high-rise commercial properties above the podium of this site solely by the Group.

In respect of the podium and basement floors of the Beijing Henderson Centre located in Beijing that has a total gross floor area of approximately 888,000 sq.ft., a major plan for re-orientation of the tenancy mix of this property is currently under way with the timing and the opportunities which may follow from Mainland China's forthcoming accession to the World Trade Organisation. This property will be re-oriented to become a commercial and trading centre as well as a permanent exhibition centre for consumables and other products. In this connection, the Group has already signed up a tenancy lease for letting part of Basement Level 1 and Basement Level 2 of this property. In addition, the remaining part of this property including the 1st Floor to 3rd Floor will mainly be converted into serviced offices and exhibition premises for rental purpose. The tenancy mix re-orientation plan is expected to bring about more recurrent rental income to the Group. Furthermore, the newly completed retail shopping podium situate at the Heng Bao Garden, namely the Heng Bao Plaza, in Guangzhou has a total gross floor area of approximately 700,000 sq.ft. As this property is situate at the traditional residential and busy shopping area in Guangzhou, it is expected to attract plenty of retail tenants of famous brand names from Hong Kong as well as from overseas and Mainland China.

Your Group will continue to closely observe any new market developments on the demand for properties in different regions in Mainland China and will take appropriate measures to expedite the Group's property development plans.

Finally, on behalf of the Shareholders and the Board of Directors, I would like to express my sincere appreciation to all staff for their contributions and good work performed.

Detailed Results Announcement

All the financial and other related information of the Company required by paragraphs 45(1) to 45(3) of Appendix 16 of the Rules Governing The Listing of Securities on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) will be published on the Stock Exchange's website in due course.

By Order of the Board
Lee Ka Kit
Chairman
Hong Kong, 4th October, 2001

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the Annual General Meeting of Shareholders of the Company will be held at the Stork and Bamboo Rooms, Mandarin Oriental, 5 Connaught Road Central, Hong Kong on Monday, 10th December, 2001 at 11:30 a.m. to transact the following businesses:--

1.
To receive and consider the Audited Statement of Accounts and the Reports of the Directors and Auditors for the year ended 30th June, 2001.

2.
To declare a Final Dividend.

3.
To re-elect Directors and fix their remuneration.

4.
To re-appoint Auditors and authorise the Directors to fix their remuneration.

5.
To consider as special businesses and, if thought fit, pass the following resolutions as Ordinary Resolutions:--


(A)
“THAT:--



(a)
subject to paragraph (b) below, the exercise by the Directors during the Relevant Period (as hereinafter defined) of all the powers of the Company to repurchase ordinary shares of HK$1.00 each in the capital of the Company on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) or on any other stock exchange on which the shares of the Company may be listed and recognised by the Stock Exchange and the Securities and Futures Commission for this purpose, subject to and in accordance with all applicable laws and the requirements of the Rules Governing the Listing of Securities on the Stock Exchange or of any other stock exchange as amended from time to time be and is hereby generally and unconditionally approved;



(b)
the aggregate nominal amount of the shares of the Company to be repurchased pursuant to the approval in paragraph (a) above shall not exceed ten per cent. of the aggregate nominal amount of the share capital of the Company in issue as at the date of this Resolution and the said approval shall be limited accordingly; and



(c)
for the purposes of this Resolution, “Relevant Period” means the period from the passing of this Resolution until whichever is the earliest of:--




(i)
the conclusion of the next Annual General Meeting of the Company;




(ii)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Bye-laws of the Company or the Companies Act 1981 of Bermuda (as amended from time to time) or any other applicable laws to be held; and




(iii)
the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the Shareholders in general meeting.”

(B)
“THAT:--



(a)
a general mandate be and is hereby generally and unconditionally given to the Directors to exercise during the Relevant Period (as hereinafter defined) all the powers of the Company to allot, issue and deal with additional shares of the Company and to make or grant offers, agreements or options which would or might require the exercise of such powers either during or after the Relevant Period, provided that the aggregate nominal amount of the share capital of the Company to be allotted, issued and dealt with pursuant to the general mandate herein, otherwise than pursuant to (i) a Rights Issue, or (ii) any option scheme or similar arrangement for the time being adopted for the grant or issue to the employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company, or (iii) an issue of shares in the Company upon the exercise of the subscription rights attaching to any warrants which may be issued by the Company, or (iv) any scrip dividend pursuant to the Bye-laws of the Company from time to time, shall not exceed twenty per cent. of the aggregate nominal amount of the share capital of the Company in issue as at the date of this Resolution; and



(b)
the expression “Relevant Period” shall for the purposes of this Resolution have the same meaning as assigned to it under Ordinary Resolution (A) set out in the notice convening this Meeting.




“Rights Issue” means an offer of shares in the capital of the Company open for a period fixed by the Directors of the Company to holders of shares of the Company whose names appear on the Register of Members of the Company on a fixed record date in proportion to their then holdings of such shares as at that date (subject to such exclusions or other arrangements as the Directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in any territory outside Hong Kong).”

(C)
“THAT:--



the general mandate granted to the Directors and for the time being in force to exercise the powers of the Company to allot, issue and deal with additional shares of the Company pursuant to Ordinary Resolution (B) above be and is hereby extended by the addition to the aggregate nominal amount of share capital which may be allotted, issued and dealt with or agreed conditionally or unconditionally to be allotted, issued and dealt with by the Directors pursuant to such general mandate an amount representing the aggregate nominal amount of shares in the capital of the Company repurchased by the Company since the granting of the said general mandate pursuant to the exercise by the Directors of the powers of the Company to repurchase such shares under the authority granted pursuant to Ordinary Resolution (A) above provided that such amount shall not exceed ten per cent. of the aggregate nominal amount of the share capital of the Company in issue as at the date of this Resolution.”
By Order of the Board
John Yip
Secretary
Hong Kong, 4th October, 2001

Notes:--

(1)
A member of the Company entitled to attend and vote at the above Meeting is entitled to appoint one or more proxies to attend and vote instead of him. A proxy need not be a member. Form of proxy must be lodged at the head office of the Company at 6th Floor, World-Wide House, 19 Des Voeux Road Central, Hong Kong not less than 48 hours before the time appointed for holding the Meeting.

(2)
The Register of Members of the Company will be closed from Tuesday, 4th December, 2001 to Monday, 10th December, 2001, both days inclusive, during which period no requests for transfer of shares will be accepted.

(3)
In order to qualify for the proposed final dividend, all transfers accompanied by the relevant share certificates must be lodged with the Company's Branch Share Registrars in Hong Kong, Central Registration Hong Kong Limited, 19th Floor, Hopewell Centre, 183 Queen's Road East, Hong Kong not later than 4:00 p.m. on Monday, 3rd December, 2001.

(4)
An explanatory statement containing further details concerning Ordinary Resolution (A) of item 5 above will be sent to Members together with the 2001 Annual Report.

(5)
Concerning Ordinary Resolutions (B) and (C) of item 5 above, approval is being sought from Members, as a general mandate in compliance with the Rules Governing the Listing of Securities on the Stock Exchange, that in the event it becomes desirable for the Company to issue any new shares of the Company, the Directors are given flexibility and discretion to allot and issue new shares up to twenty per cent. of the issued share capital plus the number of shares repurchased by the Company pursuant to the general mandate approved in Ordinary Resolution (A) of item 5 above. The Directors, however, have no immediate plans to issue any new shares of the Company.
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