
CONSOLIDATED INCOME STATEMENT

FOR THE SIX MONTHS ENDED 31 DECEMBER 2010 (UNAUDITED)

(Expressed in Hong Kong dollars)

2010 2009

Note $Million $Million

(Restated)

Turnover 4 2,789             9,994             

Other income 93                  20                  

Direct costs and operating expenses (528)              (2,641)           

Administrative expenses (351)              (307)              

Operating profit before change in fair value of investment properties 2,003             7,066             

Increase in fair value of investment properties 9(b) 2,357             16,441           

Operating profit after change in fair value of investment properties 4,360             23,507           

Finance costs 5 (66)                 (53)                 

Share of profits of jointly controlled entities 88                  141                

Profit before taxation 4(a) & 5 4,382             23,595           

Taxation 6(a) (552)              (4,178)           

Profit for the period 3,830             19,417           

Attributable to:

Shareholders 1,901             10,036           

Non-controlling interests 1,929             9,381             

3,830             19,417           

Earnings per share 8(a)

Basic $1.41 $7.51

Diluted $1.40 $7.42

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility

for the contents of this announcement, make no representation as to its accuracy or completeness and expressly

disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the

contents of this announcement. 

恒隆集團有限公司

HANG LUNG GROUP LIMITED

(Stock Code: 10)

(Incorporated in Hong Kong with limited liability)
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HANG LUNG GROUP LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 31 DECEMBER 2010 (UNAUDITED)
(Expressed in Hong Kong dollars)

2010 2009

Note $Million $Million

(Restated)

Profit for the period 3,830            19,417           

Other comprehensive income 6(b)

Increase in fair value of listed investments 2                   10                 

Exchange difference arising from translation of overseas subsidiaries 1,474            (24)                

1,476            (14)                

Total comprehensive income for the period 5,306            19,403           

Total comprehensive income attributable to:

Shareholders 2,558            10,035           

Non-controlling interests 2,748            9,368            

5,306            19,403           
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HANG LUNG GROUP LIMITED

CONSOLIDATED BALANCE SHEET

AT 31 DECEMBER 2010 (UNAUDITED)
(Expressed in Hong Kong dollars)

31/12/2010 30/6/2010

Note $Million $Million

(Restated)

Non-current assets

Fixed assets

Investment properties 9 91,903           88,633           

Investment properties under development 9 19,056           15,326           

Other fixed assets 180                170                

111,139         104,129         

Interest in jointly controlled entities 1,832             1,804             

Other assets 2,119             1,269             

Deferred tax assets 39                  40                  

115,129         107,242         

Current assets

Cash and deposits with banks 24,903           11,852           

Trade and other receivables 10 380                1,532             

Properties for sale 5,930             5,886             

31,213           19,270           

Current liabilities

Bank loans 9,100             3,180             

Trade and other payables 11 3,797             3,483             

Taxation payable 1,147             1,191             

14,044           7,854             

Net current assets 17,169           11,416           

Total assets less current liabilities 132,298         118,658         

Non-current liabilities

Bank loans 6,462             7,610             

Finance lease obligations 104                168                

Deferred tax liabilities 8,933             8,535             

15,499           16,313           

NET ASSETS 116,799         102,345         

Capital and reserves

Share capital 1,348             1,339             

Reserves 55,604           51,634           

Shareholders' equity 56,952           52,973           

Non-controlling interests 59,847           49,372           

TOTAL EQUITY 116,799         102,345         
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HANG LUNG GROUP LIMITED

Notes:

1. Review of interim financial report

2. Basis of preparation

3. Changes in accounting policies

Effective for accounting periods

 beginning on or after

HKFRSs (Amendments) Improvements to HKFRSs 2010 1 January 2011

HKAS 24 (Revised) Related Party Disclosures 1 January 2011

HKAS 12 (Amendments) Income taxes 1 January 2012

HKFRS 9 Financial Instruments 1 January 2013

The HKICPA issued a number of new and revised HKFRSs and Interpretations that are first effective

for the current accounting period of the Group. Of these, the issuance of HK(Int) 5, Presentation of

financial statements – Classification by the borrower of a term loan that contains a repayment on

demand clause, is relevant to the Group's financial statements. However, the issuance of HK(Int) 5 has

had no material impact on the Group's financial statements as the Interpretation's conclusions were

consistent with policies already adopted by the Group.

Up to the date of issue of the financial report, the HKICPA has issued a number of amendments and

Interpretations which are not yet effective for current period. These include the following which may

be relevant to the Group:

The Group has decided to early adopt the amendments to HKAS 12, Income taxes ("HKAS 12

(amended)"), in respect of the recognition of deferred tax on investment properties carried at fair value

under HKAS 40, Investment property.

The interim financial report for the period ended 31 December 2010 is unaudited, but has been

reviewed by KPMG, 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 Hong

Kong Institute of Certified Public Accountants ("HKICPA"), whose review report is included in the

interim report to be sent to shareholders. The interim financial report has also been reviewed by the

Audit Committee.

The unaudited interim financial report has been prepared in accordance with Hong Kong Accounting

Standard ("HKAS") 34 "Interim Financial Reporting" issued by the HKICPA and the applicable

disclosure provisions of Appendix 16 of the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited.

The accounting policies and methods of computation used in the interim financial report are consistent

with those applied in the financial statements for the year ended 30 June 2010, except for the changes

in accounting policies that are expected to be reflected in the 2010/11 annual financial statements.

Details of these changes in accounting policies are set out in note 3.

The preparation of interim financial report in conformity with HKAS 34 requires management to make

judgments, estimates and assumptions that affect the application of policies and reported amounts of

assets, liabilities, income and expenses on a year to date basis. Actual results may differ from these

estimates.
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HANG LUNG GROUP LIMITED

Notes:

3. Changes in accounting policies (Continued)

Early adoption of HKAS 12 (amended)

4. Turnover and segment information

Management evaluates performance primarily based on profit before taxation.

Segment assets principally comprise all non-current assets and current assets directly attributable to

each segment with the exception of interest in jointly controlled entities, other assets, deferred tax

assets and cash and deposits with banks. The investment properties of the Group are included in

segment assets at their fair values whilst the change in fair value of investment properties is not

included in segment profits.

The change in policy arising from HKAS 12 (amended) is the only change which has had a material

impact on the current or comparative periods. As a result of this change in policy, the Group now

measures any deferred tax liability in respect of its investment properties with reference to the tax

liability that would arise if the properties were disposed of at their carrying amounts at the reporting

date, unless the property is depreciable and is held within a business model whose objective is to

consume substantially all of the economic benefits embodied in the property over time, rather than

through sale. Previously, where these properties were held under leasehold interests, deferred tax was

generally measured using the tax rate that would apply as a result of recovery of the asset's value

through use.

This change in policy has been applied retrospectively by increasing the retained profits and non-

controlling interests as at 1 July 2010 by $2,743 million (2009: $2,008 million) and $2,437 million

(2009: $1,819 million) respectively as a result of reduction in provision for deferred tax in respect of

certain investment properties of the Group and its jointly controlled entities, with a consequential

increase in the profit after tax attributable to shareholders and basic earnings per share of the Group of

$160 million (2009: $451 million) and $0.12 (2009: $0.34) respectively for the period ended 31

December 2010.

The Group manages its businesses according to the nature of services and products provided.

Management has determined three reportable operating segments for the measurement of performance

and the allocation of resources. The segments are property leasing in Hong Kong and mainland China

and property sales in Hong Kong.

Property leasing segment includes property leasing operation. The Group's investment properties

portfolio, which mainly consists of retail, office, residential, serviced apartments and carparks are

primarily located in Hong Kong and mainland China. Property sales segment includes development

and sale of the Group's trading properties in Hong Kong.
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HANG LUNG GROUP LIMITED

Notes:

4. Turnover and segment information (Continued)

(a) Turnover and results by segments

2010 2009 2010 2009

$ Million $ Million $ Million $ Million

(Restated)

Segment

Property leasing

- Hong Kong 1,458       1,335       1,195             1,069          

- Mainland China 1,328       1,148       1,064             945             

2,786       2,483       2,259             2,014          

Property sales

- Hong Kong 3              7,511       2                    5,339          

Segment total 2,789       9,994       2,261             7,353          

Other income 93                  20               

Administrative expenses (351)              (307)            

Operating profit before change in fair value of investment properties 2,003             7,066          

Increase in fair value of investment properties 2,357             16,441        

- property leasing in Hong Kong 1,881             4,911          

- property leasing in Mainland China 476                11,530        

Finance costs (66)                (53)             

Share of profits of jointly controlled entities 88                  141             

Profit before taxation 4,382             23,595        

(b) Total assets by segments

31/12/2010 30/6/2010

$ Million $ Million

(Restated)

Segment

Property leasing

- Hong Kong 55,295           53,331        

- Mainland China 56,204           51,090        

111,499         104,421      

Property sales

- Hong Kong 5,950             7,126          

Segment total 117,449         111,547      

Interest in jointly controlled entities 1,832             1,804          

Other assets 2,119             1,269          

Deferred tax assets 39                  40               

Cash and deposits with banks 24,903           11,852        

Total assets 146,342         126,512      

Total assets

Turnover Profit before taxation
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HANG LUNG GROUP LIMITED

Notes:

5. Profit before taxation

2010 2009

$ Million $ Million

Profit before taxation is arrived at after charging:

Finance costs

Interest on borrowings 98                  82                  

Other borrowing costs 24                  36                  

Total borrowing costs 122                118                

Less: Borrowing costs capitalized (56)                 (65)                 

66                  53                  

Cost of properties sold -                 1,865             

Staff costs, including contribution to retirement schemes

of $21 million (2009: $16 million) 452                313                

Depreciation 11                  7                    

and after crediting:

Interest income 81                  20                  

6. Taxation

(a)

2010 2009

$ Million $ Million

(Restated)

Current tax

Hong Kong Profits Tax 110                950                

China Income Tax 271                215                

381                1,165             

Deferred tax

Change in fair value of investment properties 120                2,883             

Other origination and reversal of temporary differences 51                  130                

171                3,013             

Total income tax expense 552                4,178             

(b) There is no tax effect relating to the components of the other comprehensive income for the period.

7. Dividends

(a) Dividends attributable to the period

2010 2009

$ Million $ Million

Declared after the balance sheet date: 

19 cents (2009: 19 cents) per share 256                254                

Provision for Hong Kong Profits Tax is calculated at 16.5% (2009: 16.5%) of the estimated assessable

profits for the period. China Income Tax mainly represents China Corporate Income Tax calculated at 25%

(2009: 25%) and China withholding income tax at the applicable rates. A withholding tax of 5% is levied on

the Hong Kong companies in respect of dividend distributions arising from profits of foreign investment

enterprises in mainland China earned after 1 January 2008.

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

liabilities at the respective balance sheet dates.
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HANG LUNG GROUP LIMITED

Notes:

7. Dividends (Continued)

(b) Dividends attributable to the previous financial year, approved and paid during the period

2010 2009

$ Million $ Million

Final dividend in respect of the previous financial year 

of 57 cents (2009: 54 cents) per share 767               722               

8. Earnings per share

(a) The calculation of basic and diluted earnings per share is based on the following data:

2010 2009

$ Million $ Million

(Restated)

Earnings for calculation of basic and diluted earnings per share

(net profit attributable to shareholders) 1,901            10,036          

2010 2009

(Million) (Million)

Weighted average number of shares used in calculating 

basic earnings per share 1,345            1,336            

Effect of dilutive potential shares - share options 10                 16                 

Weighted average number of shares used in calculating

diluted earnings per share 1,355            1,352            

(b)

2010 2009

$ Million $ Million

(Restated)

Net profit attributable to shareholders 1,901            10,036          

Effect of changes in fair value of investment properties (2,357)           (16,441)         

Effect of corresponding deferred tax 120               2,883            

Effect of change in fair value of investment properties 

of jointly controlled entities (40)                (102)              

(2,277)           (13,660)         

Non-controlling interests 1,166            6,642            

(1,111)           (7,018)           

Underlying net profit attributable to shareholders 790               3,018            

The earnings per share based on underlying net profit attributable to shareholders are:

2010 2009

Basic $0.59 $2.26

Diluted $0.58 $2.23

The underlying net profit attributable to shareholders which excluded changes in fair value of investment properties

net of related deferred tax and non-controlling interests, is calculated as follows:

Number of shares

8



HANG LUNG GROUP LIMITED

Notes:

9. Investment properties and investment properties under development

(a) Additions

(b) Valuation

10. Trade and other receivables

Included in trade and other receivables are trade receivables with the following terms:

31/12/2010 30/6/2010

$ Million $ Million

Current and within 1 month 39                  1,258             

1 - 3 months 6                    5                    

Over 3 months 2                    1                    

47                  1,264             

11. Trade and other payables

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

31/12/2010 30/6/2010

$ Million $ Million

Due within 1 month 1,243             1,461             

Due after 3 months 557                191                

1,800             1,652             

Proceeds from property sales are receivable pursuant to the terms of the sale and purchase agreements. In addition to

the payment of rental deposits, tenants are required to pay monthly rents in respect of leased properties in advance.

Receivables are regularly monitored and closely followed up to minimize any credit risk.  Except for sale of properties

developed by the Group, it does not hold any collateral over these balances. The balance of bad and doubtful debts as

at 31 December 2010 and 30 June 2010 is insignificant.

During the period, additions in investment properties and investment properties under development amounted to

$3,360 million (2009: $2,227 million).

The investment properties and investment properties under development of the Group were revalued as at 31

December 2010 by Mr. Charles C.K. Chan, Registered Professional Surveyor (General Practice), of Savills

Valuation and Professional Services Limited, on a market value basis.

During the period, an increase in fair value of investment properties and those under development of $2,357

million (2009: $16,441 million), including $35 million (2009: $7,331 million) contributed by properties under

development in mainland China, is recorded.
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HANG LUNG GROUP LIMITED

Highlights















Increase in fair value of investment properties amounted to HK$2,357 million compared to HK$16,441

million in the corresponding period of last year. The reduction was primarily due to recognition of a one-

off cumulative revaluation gain of HK$7,331 million from properties under development last year pursuant

to a new accounting standard.

With the placement of shares by its subsidiary, Hang Lung Properties Ltd, in November 2010, the Group

had a net cash of HK$9,341 million as at December 31, 2010.

Parc 66 in Jinan has reached the final completion stage for opening in 2011. The ground breaking

ceremony for Olympia 66 in Dalian was held on September 27, 2010. Other projects on the Mainland have

been progressing well.

Net profit attributable to shareholders of Hang Lung Group fell 81% to HK$1,901 million. While our

leasing operations in Hong Kong and mainland China achieved strong results, the decrease in profit was

due to virtually no property sales and a lower valuation gain on our investment properties compared with

the corresponding period of previous year.

Property leasing continued to deliver good results in the improving economic climate with rental turnover

and profits both increased by 12% to HK$2,786 million and HK$2,259 million, respectively.

Rental turnover and profit generated from our Hong Kong investment properties both grew 9% and 12% to

HK$1,458 million and HK$1,195 million, respectively.

Our mainland China properties continued to grow, rental turnover and profit rose 16% and 13% to

HK$1,328 million and HK$1,064 million, respectively. The shopping malls at Plaza 66 and Grand

Gateway in Shanghai continued to enjoy favorable rental reversion. Palace 66 at Shenyang which was

opened in June 2010 was fully let.

Excluding the gain on revaluation of investment properties, related deferred tax and non-controlling

interests, underlying net profit decreased by 74% to HK$790 million.
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HANG LUNG GROUP LIMITED

Purchase, Sale or Redemption of Listed Securities

Compliance with the Code on Corporate Governance Practices

Book Close Dates

Book close dates (both days inclusive) 14 to 16 February 2011

Latest time to lodge transfers 4:30 pm on 11 February 2011

Record date for interim dividend 16 February 2011

Interim dividend payment date 24 February 2011

On Behalf of the Board

Ronnie C. Chan

Chairman

Hong Kong, 26 January 2011

As at the date of this announcement, the board of directors of the Company comprises the following directors:

Executive Directors: Mr. Ronnie C. CHAN, Mr. Philip N.L. CHEN, Mr. William P.Y. KO and Mr. H.C. HO

Non-Executive Director: Mr. Gerald L. CHAN

During the six months period ended 31 December 2010, neither the Company nor any of its subsidiaries

purchased, sold or redeemed any of the Company’s listed securities.

During the six months period ended 31 December 2010, the Company has complied with the code provisions

set out in the Code on Corporate Governance Practices as stated in Appendix 14 of the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited.

Independent Non-Executive Directors: Mr. S.S. YIN, Dr. H.K. CHENG, Ms. Laura L.Y. CHEN and Mr. Simon S.O. IP
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