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HANISON CONSTRUCTION HOLDINGS LIMITED

興勝創建控股有限公司

(Incorporated in the Cayman Islands with limited liability)

ANNOUNCEMENT OF FINAL RESULTS
FOR THE YEAR ENDED 31 MARCH 2002

SUMMARY OF RESULTS

The audited consolidated profits of Hanison Construction Holdings Limited (the “Company”) and its subsidiaries (collectively the “Group”) for the year ended 31 March 2002 was HK$31.2 million, decreased by 47.9% as compared with HK$60.0 million of previous year, as the results for 2000/01 included a special claim of HK$50 million received from the developer in relation to a redevelopment project in Tsuen Wan for extra costs incurred due to extension of time and acceleration of project works.

Basic earnings per share for the year was HK$0.11 as compared to HK$0.21 for the previous year.

The Group’s turnover for the year ended 31 March 2002 amounted to HK$641.2 million, increased by 38.4% over the previous year.

DIVIDEND

In view that the present economic situation in Hong Kong is uncertain and the construction industry is still weak, the Directors would like to adopt a prudent approach in the Group’s cash management. Coupled with the fact that it was only a short period of time from its listing on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) on 10th January 2002 to the end of this financial year, the Directors do not recommend the payment of a final dividend.

AUDITED CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2002

	
	
	2002
	2001

	
	Notes
	HK$'000
	HK$'000

	Turnover
	2
	641,153
	463,275

	Cost of sales
	
	 (549,162)
	(351,519)

	Gross profit
	
	91,991
	111,756

	Other revenue
	
	5,478
	3,983

	Distribution costs
	
	(1,490)
	(639)

	Administrative expenses
	
	(52,077)
	(50,708)

	Other expenses
	4
	 (7,230)
	(145)

	Profit before (provision) write back of provision on advances to subsidiaries of HKR International Limited (“HKR International”) 
	
	36,672
	64,247

	Provision for loss on advances to subsidiaries of HKR International 
	
	--
	(13,012)

	Write back of provision for loss on advances to a subsidiary of HKR International 
	
	 --
	15,440

	Profit from operations
	
	36,672
	66,675

	Finance costs
	
	(121)
	(75)

	Share of result of an associate
	
	1,120
	3,677

	Share of result of a jointly controlled entity
	
	 2
	--

	Profit before taxation
	5
	37,673
	70,277

	Taxation
	6
	 (6,426)
	(10,310)

	Profit attributable to shareholders
	
	 31,247
	59,967

	Dividends
	7
	 (32,500)
	--

	Earning per share - basic
	8
	 11.0 cents
	21.1 cents


NOTES

(1)
GROUP REORGANISATION, BASIS OF PRESENTATION AND
CONSOLIDATION

(a)
Group reorganisation and basis of presentation

The Company was incorporated in the Cayman Islands on 20 September 2001 as an exempted company with limited liability under the Companies Law (2001 Second Revision) Chapter 22 of the Cayman Islands.

Pursuant to a corporate reorganisation (“Corporate Reorganisation”) in preparation for the listing of the Company’s shares on the Main Board of the Stock Exchange, the Company became the holding company of the Group on 24 December 2001. The shares of the Company have been listed on the Stock Exchange since 10 January 2002.

The Company and its subsidiaries were formerly wholly owned subsidiaries of HKR International, a company incorporated in the Cayman Islands and its shares are listed on the Stock Exchange. After completion of the corporate reorganisation mentioned above, HKR International distributed certain of the Company’s shares to its shareholders. The Company is now a 49% associate of HKR International.

The Group resulting from the Corporate Reorganisation is regarded as a continuing entity. Accordingly, these financial statements have been prepared on the merger accounting basis in accordance with Statement of Standard Accounting Practice 27 “Accounting for Group Reconstructions” issued by the Hong Kong Society of Accountants as if the Company had always been the holding company of the Group. On this basis, the results of the Group for the years ended 31 March 2002 and 2001 include results of the Company and its subsidiaries with effect from 1 April 2000 or since their respective dates of incorporation or acquisition, where appropriate, where this is a shorter period.

Further details of the Corporate Reorganisation are set out in the prospectus issued by the Company dated 31 December 2001.

The financial statements have been prepared under the historical cost convention as modified for the revaluation of investment properties and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally accepted in Hong Kong.

(b)
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries made up to 31 March each year.

The results of subsidiaries acquired and disposed of during the year are included in the consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

All significant intra-group transactions and balances have been eliminated on consolidation.

(2)
TURNOVER

Turnover represents the aggregate of the value of contract work carried out and the sales proceeds derived from supply and installation of building materials during the year.

Turnover for the year ended 31 March 2001 included a special claim of HK$50 million received from the developer in relation to a redevelopment project at Tsuen Wan Town Lot 361, 398 Castle Peak Road, Tsuen Wan, New Territories for extra costs incurred due to extension of time and acceleration of project works.

(3)
SEGMENTAL INFORMATION

(a)
Business Segments

The following table presents turnover and contribution information for the Group’s business segments.

	
	Turnover
	Contribution to profit (loss) from operations

	
	2002
	2001
	2002
	2001

	
	HK$'000
	HK$'000
	HK$'000
	HK$'000

	Business segments
	
	
	
	

	Construction
	531,610
	404,747
	31,690
	59,194

	Interior and renovation
	76,082
	45,049
	2,856
	1,799

	Building materials
	114,152
	30,013
	4,304
	(584)

	Eliminations
	 (80,691)
	(16,534)
	43
	--

	
	641,153
	463,275
	 38,893
	 60,409

	Other revenue
	
	
	5,478
	3,983

	Other expenses
	
	
	(7,230)
	(145)

	Provision for loss on advances to subsidiaries of HKR International 
	
	
	--
	(13,012)

	Write back of provision for loss on advances to a subsidiary of HKR International 
	
	
	--
	15,440

	Unallocated expenses
	
	
	 (469)
	--

	Profit from operations
	
	
	 36,672
	66,675


(b)
Geographical Segments

All the Group’s operations during the two years ended 31 March 2002 were in Hong Kong.

(4)
OTHER EXPENSES

	
	2002
	2001

	
	HK$’000
	HK$’000

	Other expenses comprise:
	
	

	Listing expenses
	(7,175)
	--

	Unrealised holding loss on investments in securities
	(52)
	(145)

	Loss on disposal of investments in securities
	 (3)
	--

	
	(7,230)
	(145)


(5)
PROFIT BEFORE TAXATION

	
	2002
	2001

	
	HK$'000
	HK$'000

	Profit before taxation has been arrived at after charging:
	
	

	Depreciation of property, plant and equipment
	2,107
	1,166

	Interest on bank and other borrowings wholly repayable within five years
	25
	13

	and after crediting
	
	

	Interest Income
	 4,539
	3,513

	Expenses capitalised in cost of contract works:
	
	

	Depreciation
	 3,181
	 3,344


(6)
TAXATION

The charge comprised:

	
	2002
	2001

	
	HK$'000
	HK$'000

	Hong Kong Profits Tax
	
	

	Current year
	(6,555)
	(9,549)

	Over(under)provision in prior years
	298
	(197)

	Share of Hong Kong Profits Tax of an associate
	
	

	Current year
	(168)
	(580)

	(Under)overprovision in prior years
	 (1)
	16

	
	(6,426)
	(10,310)


Hong Kong Profits Tax was calculated at 16% (2001: 16%) of the estimated assessable profit for the year.

(7)
DIVIDENDS

An interim dividend of HK$30,000,000 was paid before the Corporate Reorganisation by a subsidiary of the Group to a subsidiary of HKR International, its then shareholders on 22 November 2001. An interim dividend of HK$2,500,000 was also paid before the Corporate Reorganisation by the associate to a subsidiary of HKR International, one of the then shareholders of the associate on 26 July 2001.

No dividend has been paid or declared by the Company since its date of incorporation.

(8)
EARNINGS PER SHARE - BASIC

The calculation of the basic earnings per share was based on the profit attributable to shareholders for the year of HK$31,247,000 (2001: HK$59,967,000) and on the 283,671,086 shares that would have been in issue throughout the two years ended 31 March 2002 on the assumption that the Corporate Reorganisation has been completed on 1 April 2000.

There were no potential dilutive ordinary shares in existence for the two years ended 31 March 2002. Accordingly, no diluted earnings per share was presented.

(9)
RESERVES

	
	Contributed surplus
	Special reserve
	Goodwill reserve
	Accumulated profits
	Total

	
	HK$'000
	HK$'000
	HK$'000
	HK$'000
	HK$'000

	At 1 April 2000
	--
	21,941
	--
	204,042
	225,983

	Goodwill arising on acquisition of a subsidiary
	--
	--
	(78)
	--
	(78)

	Net profit for the year
	 --
	--
	--
	59,967
	59,967

	At 31 March 2001
	--
	21,941
	(78)
	264,009
	285,872

	Arising from the Corporate Reorganisation
	34,034
	--
	--
	--
	34,034

	Net profit for the year
	--
	--
	--
	31,247
	31,247

	Dividend paid
	 --
	--
	--
	(32,500)
	(32,500)

	At 31 March 2002
	 34,034
	21,941
	(78)
	262,756
	318,653


OPERATIONS REVIEW

Construction Division

In spite of the general downturn in the economy, and the diminishing number of projects available in the local building industry, the Group’s Construction Division has continued to perform well and was the major contributor to the profits of the Group during 2001/02. Turnover for the year was HK$531.6 million, an increase of 31.4% compared with last year’s record of HK$404.7 million. However, the profits for the year decreased by 46.5% to HK$31.7 million as the result for 2000/01 included a special claim of HK$50 million received from the developer in relation to a redevelopment project in Tsuen Wan for extra costs incurred due to extension of time and acceleration of project works.

During the year, the Construction Division continued with the HK$280 million project, for the redevelopment of Kwai Chung Estate Phase 7, from the Hong Kong Housing Authority (“HKHA”). This project work has been progressing smoothly, and it is expected that the project will be completed on schedule and to the client’s satisfaction. To avail itself of more opportunities for construction works in the public sector, one of the subsidiaries of the Group, Hanison Construction Company Limited applied for and was successfully upgraded to Group C (Probation) in the Buildings Category of the Works Bureau and Group NW2 (Probationary) of the Building (New Works) list of HKHA in October 2001 and November 2001 respectively.

In the private sector, a HK$46 million design-and-build project, New Hang Fook Camp at A Kung Kok Shan Road, Shatin, comprising four blocks of low-rise buildings, site works and recreation grounds, was completed in the year under review. Two construction works at Discovery Bay are still in progress. It is anticipated that these construction works will be completed in the year 2002/03. During the year, the Construction Division was also awarded a superstructure work amounting to HK$45 million for the site at 31 Barker Road. This project is expected to be completed in 2003.

To pursue new business opportunities, a joint-venture with Hip Hing Construction Company Limited was formed during the year to undertake the construction work for a basement, podium and transfer plate at Tung Chung for a contract sum of HK$70 million.

As at 31st March 2002, the outstanding values of contracts on hand of the Construction Division amounted to approximately HK$741 million. Subsequent to the year end, this Division secured a new contract with an aggregate value of approximately HK$61.8 million for the construction of a school extension for the English Schools Foundation at Aberdeen, Hong Kong.

Building Materials Division

The Group’s building materials business is conducted through two subsidiaries:-

(i)
Trigon Building Materials Limited (“Trigon”)

Trigon entered its fifth year in the building materials business with a turnover reaching a record amount of HK$95.2 million, almost 4 times the turnover for last year (2001: HK$25.2 million).

The turnover for the year has mainly been derived from the supply and installation of Polyboard, timber flooring, suspended ceiling systems and kitchen cabinets to renowned developers and main contractors such as the Cheung Kong group, the Swire group, the Sun Hung Kai group, the Sino Land group, the Shui On group, the Hong Kong Construction group, the China Overseas group, the Gammon group, and the Hsin Chong group etc.

As at 31st March 2002, Trigon had recorded a total worth of HK$165.3 million orders on hand, including HK$50.6 million orders from group companies.

(ii)
Ng Tai Kee Company Limited (“Ng Tai Kee”)

2001/02 was Ng Tai Kee’s first complete year under the Group’s management since the acquisition of this pipe supplier in late December 2000. Turnover increased to HK$19.0 million whereas the last year’s 3-months’ figure was HK$4.8 million.

Ng Tai Kee has been operating as a pipe supplier, supplying pipes, fittings and other related accessories to contractors for construction projects and building maintenance works. As at 31st March 2002, the amount of orders on hand was about HK$8 million.

Interior and Renovation Division

In the face of severe competition during the year under review, the Group’s Interior and Renovation Division has still achieved a promising turnover of HK$46.4 million to outsiders, an increase of 26.9% over last year’s figure. The value of contracts on hand as at 31st March 2002 was around HK$163.9 million.

Contract works awarded by the public and private sectors during the year included the alterations and addition works for The Hong Kong Polytechnic University and Hong Kong Baptist University, renovation works for Chinese YMCA at Shek Kip Mei, fitting-out works for C&Y Integrated Centre of Evangelical Lutheran Church Social Service at Tin Shui Wai, renovation works for Architectural Services Department at Tai Po Central Town Square, the fitting-out works for Fair Crystal Investment Limited, the alterations and addition works for the Ladies’ Recreation Club, and the renovation works for the CDW Building.

FINANCIAL REVIEW

Group Liquidity and Financial Resources

Bank and cash balances were increased by HK$244.6 million during the year, to HK$345.5 million at 31st March 2002 (2001: HK$100.9 million) and accounted for 57.4% of the current assets. This was primarily attributed to the repayment of account balances from the Group’s former holding company, HKR International before the Group’s listing on the Stock Exchange. The cash flows derived thereon have been placed as short-term bank deposits to earn interest income.

At the year-end date, the Group maintained liquid investments of approximately HK$16.5 million comprising mainly an investment in a fixed income securities with an annualized interest rate of 7.8% per annum. The Group had no bank borrowings and was practically debt-free, other than amounts due under normal trade payables as at 31st March 2002. Hence, there is no gearing for the Group. Funding requirements for daily operations and business investments are expected to be met by internal cash flows. The Group maintains a high level of liquidity and has sufficient financial resources to satisfy its commitments and working capital requirements.

Treasury Policies

The objective of the Group’s treasury policies is to minimise its exposure to fluctuations in exchange rate. The surplus cash is generally placed in short-term bank deposits. As at 31st March 2002, about 85% of the surplus cash was held in United States dollars and the remainder was in Hong Kong dollars. All revenues, expenses, assets and liabilities of the Group are denominated either in Hong Kong or United States dollars to minimize exposure to foreign exchange risks. The Group does not currently undertake any foreign exchange hedging activity.

Collateral

As at 31st March 2002, the Group had no mortgages or charges on its assets.

Capital Expenditure

Subsequent to the year-end date, the Group has utilized approximately HK$27.3 million, from internally generated funds, to purchase a property at Shatin from an independent third party. This property is principally for the Group’s own use.

Contingent Liabilities

As at the balance sheet date, the Group had no contingent liabilities.

EMPLOYEES AND REMUNERATION POLICY

The Group, excluding its associated company and a jointly controlled entity, has over 300 employees in Hong Kong. The Group recruits and promotes individuals based on their competencies, merit and development potential, and ensures their remuneration packages are at a reasonable market level.

FUTURE DIRECTIONS AND PROSPECTS

It has been five years since the Asian financial crisis, however, neither business nor consumer confidence in Hong Kong’s economy has seen a significant recovery, as yet. Although there are positive signs of economic recovery in the United States, the magnitude and timing of the pick-up are uncertain. Given local challenges and global economic uncertainty, the market sentiment in Hong Kong has remained fragile.

During the last few years, the building construction industry has been experiencing fierce competition due to the weak property demand. To remain competitive in such a difficult environment, the Group has continued its efforts in cost control, efficiency improvement and quality enhancement. The future of the construction industry largely is a function of the real estate development industry - which is directly affected by how the economy of Hong Kong is performing. Nevertheless, the Group remains optimistic about the medium to long-term prospects of the industry. The increasing population of Hong Kong, the adjustment of property prices to a more affordable level, the low mortgage loan interest rate, together with the Hong Kong Government’s recent housing policy to stabilise property prices are all positive factors supporting the property market and building construction industry in Hong Kong.

The Group will continue to strengthen its present businesses and to explore new business opportunities. With its strong financial resources and entrepreneurial spirit, the Group will adopt a proactive but prudent approach to maintain healthy growth in the challenging and yet optimistic future.

PUBLICATION OF ANNUAL RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE

A detailed results announcement containing all information required by paragraphs 45(1) to 45(3) of Appendix 16 to the Rules Governing the Listing of Securities on the Stock Exchange will be published on the website of the Stock Exchange in due course.

By Order of the Board
Cha Mou Sing, Payson
Chairman
Hong Kong, 21 June 2002

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Hanison Construction Holdings Limited (the “Company”) will be held at Hennessy Room, 7th Floor, Conrad Hong Kong, Pacific Place, 88 Queensway, Hong Kong on 2 August 2002 at 11:00 a.m. for the purpose of transacting the following business:-

Ordinary business

1.
To consider and adopt the audited Financial Statements and the Reports of the Directors and Auditors of the Company for the year ended 31 March 2002.

2.
To re-elect Directors in place of those retiring.

3.
To authorise the Directors of the Company to fix the fees to independent non-executive directors.

4.
To re-appoint Auditors for the ensuing year and to authorise the Directors of the Company to fix their remuneration.

5.
To consider and, if thought fit, pass with or without modification the following resolutions as Ordinary Resolutions:-

(A)
“THAT: -

(i)
subject to paragraph (iii) below and all applicable laws, the exercise by the Directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue, grant, distribute and otherwise deal with additional shares in the share capital of the Company and to make, issue, or grant offers, agreements, options, warrants and other securities including but not limited to bonds, debentures and notes convertible into shares in the Company, be and is hereby generally and unconditionally approved;

(ii)
the approval in paragraph (i) above shall authorise the Directors of the Company during the Relevant Period to make, issue or grant offers, agreements or options, warrants and other securities, which would or might require the exercise of such powers after the end of the Relevant Period;

(iii)
the aggregate nominal amount of share capital allotted, issued, granted, distributed or otherwise dealt with or agreed conditionally or unconditionally to be allotted, issued, granted, distributed or otherwise dealt with (whether pursuant to an option or otherwise) by the Directors of the Company pursuant to the approval in paragraph (i) above, otherwise than pursuant to or in consequence of:-

(a)
a Rights Issue (as hereinafter defined); or

(b)
an issue of ordinary shares in the Company under any option scheme or similar arrangement for the grant or issue to officers and/or employees of the Company and/or any of its subsidiaries of ordinary shares in the Company or rights to acquire ordinary shares in the Company; or

(c)
any scrip dividend or similar arrangement providing for the allotment of shares in lieu of whole or part of a dividend on shares in the Company in accordance with the Articles of Association of the Company from time to time,

shall not exceed the aggregate of:-

(aa)
twenty per cent of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this Resolution 5(A); and

(bb)
(if the Directors of the Company are so authorized by a separate ordinary resolution of the shareholders of the Company) the nominal amount of share capital of the Company repurchased by the Company subsequent to the passing of this Resolution 5(A) (up to a maximum equivalent to ten per cent of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this Resolution 5(A)),

and the said approval shall be limited accordingly; and

(iv)
for the purpose of this Resolution 5(A):-

“Relevant Period” means the period from (and including) the date of passing of this Resolution 5(A) until whichever is the earliest of:-

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

(b)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Articles of Association of the Company or any other applicable laws to be held; and

(c)
the revocation, variation or renewal of this Resolution 5(A) by an ordinary resolution of the shareholders of the Company in general meeting; and

“Rights Issue” means an offer of shares in the Company, or an offer of warrants, options or other securities giving rights to subscribe for shares, open for a period fixed by the Directors of the Company to holders of shares in the Company on the register of members of the Company on a fixed record date in proportion to their then holdings of such shares (subject in all cases 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 legal or practical restrictions or obligations under the laws of, or the requirements of any recognized regulatory body or any stock exchange in, any jurisdiction or territory outside Hong Kong).”
(B)
“THAT:-

(i)
subject to paragraph (ii) below, the exercise by the Directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to purchase or repurchase shares in the capital of the Company be and is hereby generally and unconditionally approved;

(ii)
the aggregate nominal amount of the shares which may be purchased or repurchased on The Stock Exchange of Hong Kong Limited or any other stock exchange recognized for this purpose by the Securities and Futures Commission of Hong Kong and The Stock Exchange of Hong Kong Limited under the Hong Kong Code on Share Repurchases pursuant to the approval in paragraph (i) above shall not exceed ten per cent of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this Resolution 5(B), and the said approval shall be limited accordingly; and

(iii)
for the purpose of this Resolution 5(B):-

“Relevant Period” means the period from (and including) the date of passing of this Resolution 5(B) until whichever is the earliest of:-

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

(b)
the expiration of the period within which the next Annual General Meeting of the Company is required by the Articles of Association of the Company or any other applicable laws to be held; and

(c)
the revocation, variation or renewal of this Resolution 5(B) by an ordinary resolution of the shareholders of the Company in general meeting.”
(C)
“THAT, conditional upon the passing of the above Resolutions 5(A) and 5(B), the Directors of the Company be and are hereby authorized to exercise the powers referred to in paragraph (i) of Resolution 5(A) in respect of the share capital of the Company as referred to in sub paragraph (bb) of paragraph (iii) of Resolution 5(A).”
By Order of the Board
Lo Kai Cheong, Casey
Company Secretary
Hong Kong, 21 June 2002

Notes:

1.
Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and on a poll, vote instead of him. A proxy need not be a member of the Company.

2.
In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders and for this purpose seniority shall be determined by reference to the order in which the names stand on the Registers of Members in respect of the joint holding.

3.
The instrument appointing a proxy and the power of attorney or other authority, if any, under which it is signed or a notarially certified copy of that power or authority shall be deposited at the Company’s Share Registrar, Computershare Hong Kong Investor Services Limited, Rooms 1901-5, 19th Floor, Hopewell Centre, 183 Queen’s Road East, Hong Kong not less than 48 hours before the time for holding the meeting or any adjourned meeting (as the case may be).

Completion and return of the form of proxy shall not preclude a member from attending and voting in person at the meeting or any adjourned meeting should he so wish.

4.
The Registers of Members of the Company will be closed from Wednesday, 31 July 2002 to Friday, 2 August 2002 (both days inclusive), during which period no transfer of shares in the Company will be registered.

5.
With reference to the proposed Resolutions 5(A) and 5(C), the Directors of the Company wish to state that they have no immediate plans to issue any new shares in the Company pursuant to the general mandates to be given thereunder.

6.
A separate circular containing further information in relation to Resolutions 5(A), 5(B) and 5(C) is being sent to the members of the Company together with the 2001/2002 Annual Report.

Please also refer to the published version of this announcement in the Standard.
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