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GREAT CHINA




Great China Holdings Limited

(incorporated in Hong Kong with limited liability)

ANNOUNCEMENT of unaudited interim results

FOR THE six months ENDED 30th June 2001

The Directors of Great China Holdings Limited (the "Company") announce that the unaudited consolidated condensed results of the Company and its subsidiaries (the "Group") for the six months ended 30th June, 2001 are as follows:

Condensed Consolidated Profit and Loss Account


       Unaudited


Six months ended 30th June


2001

2000


Notes
HK$'000

HK$'000

Turnover
2
475,693

588,881

Cost of sales

(410,616
)
(510,336
)

Gross profit

65,077

78,545

Other revenues

1,463

2,664

Selling expenses

(56,507
)
(61,244
)

Administration expenses

(15,300
)
(17,539
)

Other net operating (expenses)/income
3
(10,408
)
2,490

Operating (loss)/profit
2, 3
(15,675
)
4,916

Finance costs

(12,050
)
(15,334
)



(27,725
)
(10,418
)

Share of profits of associated companies

2,027

2,334

Loss before taxation

(25,698
)
(8,084
)

Taxation credit/(charge)
4
119

(824
)

Loss after taxation

(25,579
)
(8,908
)

Minority interests

269

(334
)

Loss attributable to shareholders

(25,310
)
(9,242
)

Dividend

- 

- 

Basic loss per share (cents)
5
(9.67
)
(3.53
)

Notes:

1.
Principal accounting policies

These unaudited consolidated condensed interim accounts are prepared in accordance with Hong Kong Statement of Standard Accounting Practice ("SSAP") 25, "Interim financial reporting", issued by the Hong Kong Society of Accountants and Appendix 16 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the "Listing Rules").

The accounting policies and methods of computation used in the preparation of these condensed interim accounts are consistent with those used in the annual accounts for the year ended 31st December, 2000 except that the Group has adopted SSAP 26 "Segment reporting" and SSAP 30 "Business combinations" which are effective for accounting periods commencing on or after 1st January, 2001. 

2.
Turnover and segment information

The principal activities of the Group are general trading, property investment and real estate agency services.

An analysis of the Group's turnover and contribution to operating (loss)/profit for the period by business and geographical segments is as follows:



OPERATING 


TURNOVER
(LOSS)/PROFIT


Unaudited
Unaudited


Six months ended 30th June
Six months ended 30th June


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Business Segments

General trading
461,982

555,189

(7,290
)
15,674

Property investment
13,036

11,086

10,042

8,862

Real estate agency services
675

1,131

(1,858
)
(3,747
)

Ship chartering
- 

21,475

- 

(12,944
)

Other operations
- 

- 

(9,559
)
4,599


475,693

588,881

(8,665
)
12,444

Less: Unallocated administration expenses




(7,010
)
(7,528
)






(15,675
)
4,916

Geographical Segments

Hong Kong
8,819

7,469

(2,320
)
11,402

Mainland China
404,492

453,052

(5,453
)
10,955

Phillippines
59,487

106,321

(1,144
)
2,917

Others
2,895

22,039

252

(12,830
)


475,693

588,881

(8,665
)
12,444

Less: Unallocated administration expenses




(7,010
)
(7,528
)






(15,675
)
4,916

3.
Operating (loss)/profit

Unaudited

Six months ended 30th June


2001

2000


HK$'000

HK$'000

Operating (loss)/profit is stated after 
   crediting and charging the following:

Crediting

Gain on disposal of investment securities
- 

3,014

Charging

Depreciation of fixed assets
1,218

1,574

Write down of land and building to recoverable amount
10,761

- 

4.
Taxation credit/(charge)

No provision for Hong Kong profits tax has been made in the accounts as the companies within the Group have no assessable profit for the current period. Taxation on overseas profits has been calculated on the estimated assesable profit for the period at the rates of taxation prevailing in the countries in which the Group operates.

The amount of taxation credited/(charged) to the consolidated profit and loss account represents:

Unaudited

Six months ended 30th June


2001

2000


HK$'000

HK$'000

Hong Kong taxation-over provision in prior periods
435

- 

Overseas taxation-current
(196
)
(434
)


239

(434
)

Share of taxation attributable to an associated company
(120
)
(390
)


119

(824
)

5.
Loss per share

Loss per share is calculated based on the loss attributable to shareholders of the Group for the six months ended 30th June, 2001 of HK$25,310,000 (six months ended 30th June, 2000: HK$9,242,000) and 261,684,910 shares (30.6.2000: 261,684,910 shares) of the Company in issue during the period.

No diluted loss per share has been presented for current period and prior period because the exercise of the outstanding potential ordinary shares would has anti-dilutive effect for the period.

6.
Comparatives

Comparative figures of turnover, cost of sales and other net operating (expenses)/income have been reclassified to conform with current period's presentation.

Dividend

The Board of Directors does not recommend the payment of any interim dividend (30.6.2000: Nil) for the six months ended 30th June 2001.

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Trading Operation

The Group's trading operation suffered a loss of HK$7,290,000 during the six months ended 30th June, 2001 (six months ended 30th June, 2000: Profit of HK$15,674,000). The loss was mainly caused by severe competition in fishmeal trading and the situation was further aggravated by the increased shipping cost.

During the period, the Group started importing tapioca, a kind of animal feed ingredient with very high starch content, into mainland China and the results had been satisfactory thus far. Besides exploring the possibilities of importing other animal feed ingredients into China, the Group would also study the opportunities of exporting certain commodities produced in mainland China.

It is expected that the performance of the Group's fishmeal trading would improve in the second half of the year when some of the less competitive traders are driven out by the cut throat competition.

Property Investment In Hong Kong

The Group continued to receive stable rental income from its Hong Kong investment properties which comprised mainly of retail shops. Although the interest rate had been reduced several times during the period, there had not been any significant improvement in the capital value of the Hong Kong investment properties as the local investment sentiment was dampened by the gloomy economic outlook in the United States.

Property Investment In Mainland China

In relation to the enforcement of the Arbitration Award (the "Award") granted to the Group against the defaulting parties in a joint venture development project in Shanghai (the "Project"), the Shanghai Court ordered certain floors of the Project with a gross floor area of about 16,000 square meters (the "auctioned Property") to be sold via public auction. As reported previously, the Group participated in the auction and secured the auctioned Property at RMB55 million. The Group paid certain disbursement and settled the outstanding purchase price by way of a set-off against the outstanding amount under the Award.

The Group had taken possession of the auctioned Property during the period and is taking steps to complete the transfer of the legal title. It is the Group's intention to re-package and sell the auctioned Property on a strata title basis upon completion of all formality in connection with the transfer of the legal title.

The Group is entitled to take further action to freeze further assets owned by the defaulting parties to recover the remaining balance under the Award. The Group is currently trying to arrange with the defaulting parties for an acceptable arrangement to recover the remaining balance under the Award.

Real Estate Agency Services In Mainland China

During the six months ended 30th June, 2001, the loss from the real estate agency operation was reduced to HK$1,858,000 (six months ended 30th June, 2000: HK$3,747,000) as the effect of the down sizing in the Group's real estate agency operation began to be felt.

Strategic Outlook

The Group would continue to concentrate its effort on its core businesses, namely property investment and trading in feed and grain. The accession of China into the World Trade Organization would pose new challenge to the Group's trading business which has been carried out mainly with buyers in mainland China. The Group will continue to consolidate its market position in mainland China and is confident that its trading performance would improve in the second half of the year. With respect to the Group's property investment activities, the Group will be focusing on Shanghai.

Liquidity and financial resources

The long term liabilities of the Group amounted to approximately 33% (31.12.2000: 29%) of its shareholders' fund as at 30th June, 2001. The current ratio of the Group was maintained at 1.09 (31.12.2000: 1.06).

The Group's borrowings were mainly denominated in Hong Kong Dollars and the United States Dollars. As at 30th June, 2001, cash and bank balances of HK$81,406,000 (31.12.2000: HK$39,850,000) and, certain land and buildings with aggregate net book value of HK$492,166,649 (31.12.2000: HK$481,704,000) were pledged to banks to secure banking facilities to the extent of approximately HK$451,134,000 (31.12.2000: HK$415,333,000). The aggregate amount of bank facilities available but not yet utiltised by the Group was about HK$84,640,000 (31.12.2000: HK$81,000,000) as at 30th June, 2001.

Since the Group usually conducts its business transactions in Hong Kong Dollars and the United States Dollars, there is seldom the need to make use of financial instruments for hedging purposes.

Employees and Remuneration policies

As at 30th June, 2001, the total number of employees of the Group was about 135 with staff cost amounting to approximately HK$6,200,000 (six months ended 30th June, 2000: HK$7,527,000). Remuneration policies are reviewed annually by the management. Remuneration packages, including share options, are structured to take into account the comparable level of the market.

Pursuant to the Employees Share Option Scheme approved by the shareholders on 29th March, 1993, the Group had granted 12,180,000 share options to the directors and employees at an exercise price of HK$0.94 per share which can be exercised between 2nd September, 1993 to 1st September, 2003.

Contingent liabilities

As at 30th June, 2001, the Group had no contingent liabilities in respect of bills discounted with recourse (31.12.2000: HK$15,796,000). In addition, the Group had contingent liabilities in respect of a legal claim lodged against a sudsidiary company. The maximum liability of the Group related to the legal claim was estimated to be about HK$9,300,000 (31.12.2000: HK$9,300,000). The directors, based on the advice of the Group's legal advisor, considered that the Group had good defence against the alleged claim and accordingly no provision has been made in the accounts for the legal claim.

PURCHASE, SALE OR REDEMPTION OF SHARES

There was no purchase, sale or redemption by the Company or any of its subsidiaries of shares in the Company during the period.

Compliance with the code of best practice of the listing rules

None of the directors is aware of any information that would reasonably indicate that the Group is not, or was not, in compliance with the Code of Best Practice as set out in Appendix 14 of the Listing Rules of The Stock Exchange of Hong Kong Limited at any time during the six months ended 30th June, 2001.

Audit Committee

The Audit Committee has reviewed with management the accounting principles and practices adopted by the Group and discussed internal controls and financial reporting matters including a review of the unaudited interim accounts for the six months ended 30th June, 2001 with the directors.

publication of financial information

The interim report of the Group for the six months ended 30th June, 2001 containing all the information required by paragraphs 46(1) to 46(6) of Appendix 16 of the Listing Rules will subsequently be published on The Stock Exchange of Hong Kong Limited's website within 21 days from the date of this announcement or no later than three months after the end of the interim period, i.e. on or before 30th September, 2001.


On behalf of the Board


John Ho Ming Tak


Managing Director

Hong Kong, 18th September, 2001

Please also refer to the published version of this announcement in the i-Mail.
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