[image: image1.png]1l

Tomson Group





PUDONG DEVELOPMENT HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

ANNOUNCEMENT OF RESULTS

FOR THE SIX MONTHS ENDED 30TH JUNE, 2001

The Directors of Pudong Development Holdings Limited (the "Company") are pleased to announce that the unaudited consolidated results of the Company and its subsidiaries (altogether the "Group") for the six months ended 30th June, 2001 together with the comparative figures for the corresponding period in 2000 are as follows:

CONSOLIDATED INCOME STATEMENT


Six months 

ended 30th June


Notes
2001

2000



HK$'000

HK$'000





(Restated)

Turnover
3
421,816

353,300

Cost of sales

(311,673
)
(230,486
)

Gross profit

110,143

122,814

Unrealised (loss)/gain on investments in securities

(562
)
21,845

Other revenue

6,439

10,418

Selling expenses

(43,606
)
(37,965
)

Administrative expenses

(45,771
)
(43,355
)

Other operating expenses

(5,749
)
(13,201
)

Profit from operations
4
20,894

60,556

Finance costs
5
(4,096
)
(6,418
)

Share of results of associates

1,038

1,952

Share of results of jointly controlled entities

(1,482
)
(2,084
)

Profit before taxation

16,354

54,006

Taxation
6
2,404

(14,017
)

Profit before minority interests

18,758

39,989

Minority interests

(65
)
(4,447
)

Net profit for the period

18,693

35,542

Earnings per share (HK cents)
7
  - Basic

1.8

3.4

  - Diluted

1.8

3.3

Notes:

1.
Basis of Preparation

In the current period, the Group has adopted Statement of Standard Accounting Practice ("SSAP") 30 "Business Combinations" issued by the Hong Kong Society of Accountants and has elected to restate goodwill (negative goodwill) previously eliminated against (credited to) reserves. Accordingly, the amount of such goodwill (negative goodwill) has been remeasured in accordance with the requirements of SSAP 30. Accumulated amortization in respect of goodwill between the date of acquisition of the relevant subsidiaries, associates or jointly controlled entities and the date of adoption of SSAP 30 has been recognized retrospectively. Negative goodwill which would have been recognized as income between the date of acquisition of the relevant subsidiaries, associates or jointly controlled entities and the date of adoption of SSAP 30 has been recognized retrospectively. The effect of these adjustments is summarized in Note 2. Following restatement, goodwill is presented as an asset in the balance sheet and negative goodwill is presented as a deduction from assets. Goodwill is amortized ranging from two years to ten years. Negative goodwill will be released to income based on an analysis of the circumstances from which the balance resulted.

The condensed interim financial statements are unaudited, but have been reviewed by the Audit Committee of the Company.

2.
Prior Period Adjustment

The financial effect of the adoption of the new accounting policy described in Note 1 is summarized below:




Capital


Retained

reserve on


profits

consolidation


HK$'000

HK$'000

Balance at 1st January, 2000

As originally stated
533,158

72,354

Restatement of negative goodwill held in reserves

  with retrospective release to income
72,354

(72,354
)

As restated
605,512

- 

The effect of these changes in accounting policy on the results for the prior period is as follows:




Six months ended




30th June 2000




HK$'000

Release of reserve upon dissolution

  of subsidiaries


(61
)

Net profit for the period

  As originally stated


35,603

  As restated


35,542

3.
Turnover

An analysis of the turnover and contribution to operating results of the Group for the period by principal activity and geographical location is set out below:



Contribution to


Turnover
Operating Results

Six months ended
Six months ended


30th June
30th June


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

By activity
Property development
336,598

298,294

37,389

49,844

Property investment
27,987

13,060

13,657

5,181

Hospitality and leisure activities
9,198

11,654

(11,979
)
(4,220
)

PVC pipes and construction

  materials industry
34,285

29,928

156

(2,005
)

Securities trading
13,748

364

(4,596
)
22,209


421,816

353,300

34,627

71,009

Unallocated group expenses




(16,729
)
(14,443
)

Net interest expenses




(1,100
)
(2,428
)






16,798

54,138

Share of results of associates




1,038

1,952

Share of results of jointly controlled entities



(1,482
)
(2,084
)

Group's profit before taxation

  and minority interests




16,354

54,006



Contribution to


Turnover
Operating Results

Six months ended
Six months ended


30th June
30th June

2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

By geographical location

Hong Kong
13,748

364

(4,596
)
22,209

Mainland China
408,068

352,936

39,223

48,800


421,816

353,300

34,627

71,009

Unallocated group expenses




(16,729
)
(14,443
)

Net interest expenses




(1,100
)
(2,428
)






16,798

54,138

Share of results of associates




1,038

1,952

Share of results of jointly controlled entities



(1,482
)
(2,084
)

Group's profit before taxation and

  minority interests




16,354

54,006

4.
Profit from Operations 

Profit from operations has been arrived at:


  Six months ended 30th June


2001

 2000


HK$'000

HK$'000

After charging

Depreciation
17,107

16,135

Loss on disposal of subsidiaries
5,812

- 

After crediting

Interest income
2,996

3,990

5.
Finance Costs


Six months ended 30th June


2001

 2000


HK$'000

HK$'000

Interest on:

Bank loans and overdrafts wholly repayable

  within five years
9,070

4,467

Other borrowings wholly repayable within five years
2,140

1,951


11,210

6,418

Less: interest capitalized
(7,114
)
- 


4,096

6,418

6.
Taxation

  
Six months ended 30th June


2001

 2000


HK$'000

HK$'000

The credit/(charge) comprises:

Hong Kong Profits Tax calculated at 16% (2000: 16%)

  on the estimated assessable profit for the period

  - charge for the period
-

(3,828
)

  - over-provision in prior periods
3,363

- 

Overseas tax calculated at prevailing tax rates in the

  indigenous countries where the Group's relevant

  companies operate

  - charge for the period
(4,313
)
(9,988
)

Release of deferred taxation
5,952

- 


5,002

(13,816
)

Share of taxation of associates
(48
)
(172
)

Share of taxation of jointly controlled entities
(2,550
)
(29
)


2,404

(14,017
)

7.
Earnings Per Share 
Calculation of the basic earnings per share is based on the Group's profit for the six months ended 30th June, 2001 of HK$18,693,000 (2000: HK$35,542,000) and on the weighted average of 1,065,760,162 shares (2000: the number of 1,059,749,112 shares) in issue during the period.

The diluted earnings per share is based on the Group's profit for the six months ended 30th June, 2001 of HK$18,693,000 (2000: HK$35,542,000) and the weighted average of 1,065,784,804 shares (2000: 1,064,978,027 shares) issued and issuable (after adjusting a deemed issue of 24,642 shares (2000: 5,228,915 shares) for no consideration).

8.
Transfer to and from Reserves

There was no transfer to or from reserves during the period (2000: a transfer of HK$378,000 from retained earnings to reserve).

9.
Comparative Figures

The presentation and classification of items in the interim financial statements have been changed due to the adoption of the requirements of SSAP 30. As a result, certain comparative figures have been reclassified to conform with current period's presentation.

INTERIM DIVIDEND

The Directors of the Company do not recommend the payment of an interim dividend for the six months ended 30th June, 2001 (2000: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the six months ended 30th June, 2001, there was no purchase, sale or redemption made by the Company, or any of its subsidiaries, of the Company's listed securities.

REVIEW AND PROSPECTS

The Group reported a consolidated net profit of HK$18.69 million for the first half of 2001, compared with a consolidated net profit of HK$35.54 million in 2000 of which an unrealized gain on investment in securities accounted for HK$21.85 million. Basic earnings per share for 2001 was 1.8 HK cents (2000: 3.4 HK cents). Turnover for the period amounted to HK$421.82 million, representing an increase of approximately HK$68.52 million which was mainly attributable to a rise in property sales in Shanghai.

Operations Review

Property Development and Investment

Property development and investment in Shanghai remained the principal revenue generator of the Group for the half-year ended 30th June, 2001 and accounted for over 85% of the Group's turnover.

Profit during the period was mainly attributable to the recognition of sale proceeds of Phase 4 of Tomson Golf Villas of which nearly 85% of the gross floor area have been sold up to the period end. In addition, Tomson Golf Garden also made a sound contribution to the Group's results and almost half of its gross floor area has been sold out.

Development of Phase 5 of Tomson Golf Villas was completed and it is expected that satisfactory revenue can be recognized in the Group's annual accounts for 2001. Construction works of Phase 6 of Tomson Golf Villas, Tomson Garden and Xingguo Garden are on schedule.

On the other hand, rental income from Tomson Waigaoqiao Industrial Park, Tomson International Trade Building, Tomson Business Centre and Tomson Financial Building provided a regular recurrent income to the Group.

Hospitality and Leisure Industry

After the engagement of Inter-Continental Hotels Corporation as the management company of Hotel Inter-Continental Pudong Shanghai since October 2000, the operating results of the Hotel are improving. Though the operation was suffered from the burden of hefty interest expenses and depreciation charges and has yet to make any contribution to the Group, it is anticipated that sufficient cash flow can be generated from operations for its working capital requirement and there is no pressure for further capital injection by the joint venture partners.

Industries

Shanghai PVC pipes operation and its products are highly recognized by the municipal authorities and its customers, hence, a sound improvement in its turnover and profit during the period under review was recorded. In order to enhance its competitive edge, it is scheduled to improve the plant and equipment during the second half of 2001 and the first half of 2002 while the Group is also planning to enlarge the customer base by exploring any possible overseas markets.

Shanghai Tomson Metal Co., Ltd. has reported operation loss for periods and in order to allocate resources to a better use, the Group has sold its entire interest in Shanghai Tomson Metal Co., Ltd. in June 2001 though a loss on disposal was incurred.

Financial Review

Liquidity and Financing

The Group's capital expenditure and investments for the period under review were funded from cash on hand, operating revenue, returns on investments, and bank borrowings.

As at 30th June, 2001, the cash and cash equivalents of the Group amounted to HK$437.28 million.  During the period, the Group generated a cash flow of HK$329.20 million from the operations and returns on investments net of servicing of finance while a cash utilization of HK$352.60 million was spent in tax payment and investing activities of the Group. Together with the net cash inflow of HK$286.14 million from financing activities, the net cash inflow of the Group for the period under review amounted to HK$262.74 million (2000: HK$12.34 million).

The Group's borrowings at the balance sheet date amounted to HK$537.08 million, equivalent to 16.64% of the Group's shareholders' funds at the same date. Amongst those borrowings, HK$474.54  million was financed by bank loans under security and the remainder was mainly loans from minority shareholders of the Company's subsidiaries. Of the total borrowings, 45.03% are due for repayment within one year from the balance sheet date, 43.83% are due for repayment within two years from the balance sheet date while the rest is long-term borrowings and has no fixed terms of repayment. The increase in borrowings of HK$236.81 million as compared with that as at last financial year end, 31st December, 2000, was applied to the Group's property development projects in Pudong, Shanghai.

At the balance sheet date, the Group's capital commitments in relation to expenditure on properties under development amounted to HK$218.44 million (HK$266.38 million at the year-end of 2000).

As at 30th June, 2001, the Group reported a current ratio of 1.64 and a gearing ratio (total liabilities to shareholders' funds) of 36.68%, compared with a current ratio of 1.40 and a gearing ratio of 27.06% as at 31st December, 2000. The Group's shareholders' fund as at the balance sheet date amounted to HK$3,226.70 million, representing an increase of HK$31.15 million from that as at last financial year-end. The increase was resulted from the net profit generated for the period and a capital injection upon exercises of options by Directors under the employee share option scheme of the Company during the period.

Charge on Assets

As at 30th June, 2001, assets of the Group with an aggregate book value of HK$868.87 million (HK$363.40 million as at 31st December, 2000) were pledged to banks to secure general banking facilities of the Group and mortgage finance granted to buyers of properties developed by the Group or the Group's jointly controlled entity. Addition in assets pledge in 2001 was due to the increase in bank loans of the Group.

Foreign Exchange Exposure

The Group does not anticipate any material foreign exchange exposure since its cash and cash equivalents held, borrowings, revenue and expenses are denominated either in Hong Kong Dollar or Renminbi or US Dollar.

Contingent Liabilities

As at 30th June, 2001, the Group had contingent liabilities in the nature of guarantees given to banks in respect of facilities drawn by buyers of properties developed by subsidiaries and jointly controlled entities amounting to approximately HK$591.47 million (HK$525.84 million as at 31st December, 2000). The Directors are of the opinion that it would be unlikely for the Group to suffer any material financial loss owing to those guarantees.

Employees

The Group employed about 1,000 employees in its various offices in Hong Kong, Shanghai and Taiwan as at 30th June, 2001. The total remuneration paid to the employees (other than the Directors) during the period under review amounted to approximately HK$16.41 million. Remuneration and benefit packages are generally structured by reference to market terms together with individual responsibilities, performance and qualification.

Prospects

The Group will continue to focus its resources on the property development in Shanghai, especially high-end residential market in Pudong. Though the merge of the domestic and foreign sale markets of the residential properties in Shanghai since August 2001 may sharply intensify the competition in the residential sector, the management is optimistic to the Group's prospect. It is confident that luxury apartments and villas will still be highly demanded following an increasing number of expatriates in Shanghai with China's forthcoming accession to World Trade Organization. Nevertheless, the Group will be cautious in planning for future development of its land bank in Shanghai.

In addition, while the management will endeavour to improve the operation results of the Group's industrial investments, it will also contemplate any feasible plans to restructure those investments for the Group's benefit.

CORPORATE GOVERNANCE

The Directors of the Company are not aware of any information that would reasonably indicate that the Company is not, or was not during the six months ended 30th June, 2001, in compliance with the Code of Best Practice contained in Appendix 14 to the Listing Rules of the Stock Exchange.

An Audit Committee has already been set up by the Directors and is now composed of Madam Tung Wai Yee and Mr Lu Yao-Tsu, both of whom are independent non-executive Directors of the Company. The Committee holds regular meetings to review and supervise the Group's financial reporting process and internal controls together with the Auditors.

PUBLICATION OF INTERIM RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE 

All the information of the Company required by paragraphs 46(1) to 46(6) inclusive of Appendix 16 to the Listing Rules of the Stock Exchange will be published on the website of the Stock Exchange at http://www.hkex.com.hk in due course.

On behalf of the Board of

PUDONG DEVELOPMENT HOLDINGS LIMITED

Tong Cun Lin

Managing Director

Hong Kong, 31st August, 2001
Please also refer to the published version of this announcement in the i-Mail.
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