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Great china holdings limited

大 中 華 集 團 有 限 公 司

(Incorporated in Hong Kong under the Companies Ordinance)

FINAL RESULTS ANNOUNCEMENT FOR THE YEAR ENDED 31ST DECEMBER, 2001

The Directors of Great China Holdings Limited (the "Company") announces that the audited consolidated results of the Company and its subsidiaries (the "Group") for the year ended 31st December, 2001 are as follows:- 

Results



2001

2000


Note
HK$'000

HK$'000

Turnover
2
699,599

907,567

Cost of sales

(595,882
)
(787,523
)

Gross profit

103,717

120,044

Other revenue

2,630

4,772

Selling expenses

(84,341
)
(95,000
)

Administrative expenses

(30,730
)
(39,860
)

Other net operating expenses

(10,443
) 
(64,999
)

Operating  loss
2,3
(19,167
)
(75,043
)

Finance costs

(20,179
)
(26,696
)



(39,346
)
(101,739
)

Share of profits of associated companies

3,573 

3,878 

Loss before taxation

(35,773
)
(97,861
)

Taxation
4
(172
)
(1,919
)

Loss after taxation

(35,945
)
(99,780
)

Minority interests

(1
)
(367
)

Loss attributable to shareholders

(35,946
)
(100,147
)

Basic loss per share (cents)
5
(13.74
)
(38.27
)

Notes:

1.
Adoption of Statements of Standard Accounting Practice

In the current year, the Group adopts the Statements of Standard Accounting Practice ("SSAPs") issued by the Hong Kong Society of Accountants which have become effective for accounting periods commencing on or after 1st January, 2001:

SSAP 9 (revised)
:
Events after the balance sheet date

SSAP 14 (revised)
: 
Leases (effective for periods commencing on or after 1st July, 2000)

SSAP 26 
:
Segment reporting

SSAP 28
:
Provisions, contingent liabilities and contingent assets

SSAP 30
:
Business combination

SSAP 31
:
Impairment of assets

SSAP 32
:
Consolidated financial statements and accounting for investments in subsidiaries

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 contributions to operating loss for the year by business and geographical segments is as follows:






Real estate


General

Property

agency 

Other


trading

investment

services

operations

Group


2001

2001

2001

2001

2001


HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

Business segments

Turnover
672,066

25,645

1,888

- 

699,599


Segment results
(10,991
)
15,696

(2,880
)
(11,144
)
(9,319
)

Interest income








2,630

Unallocated corporate expenses








(12,478
)

Operating loss








(19,167
)








Ship






Real estate

chartering


General

Property

agency 

(discontinued

Other


trading

investment

services

operation)

operations

Group


2000

2000

2000

2000

2000

2000


HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

HK$'000

Turnover
846,204

23,259

2,155

35,949

-  

907,567


Segment results
13,930

15,607

(6,033
)
(40,863
)
(46,850
)
(64,209
)

Interest Income










4,772

Unallocated corporate 

  expenses










(15,606
)

Operating loss










(75,043
)

Geographical segments






Segment

Segment


Turnover

Turnover

result

result


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Hong Kong
17,138

15,392

2,472

10,265


Mainland China
600,544

626,080

(10,410
)
(40,650
)

Philippines
74,555

229,732

(1,412
)
3,867


Others
7,362

36,363

31

(37,691
)


699,599

907,567

(9,319
)
(64,209
)

Interest income




2,630

4,772

Unallocated costs




(12,478
)
(15,606
)

Operating loss




(19,167
)
(75,043
)

3.
Operating loss


2001

2000


HK$'000

HK$'000

Operating loss is stated after charging the following:

Depreciation of fixed assets
2,351

9,302


Impairment of land and buildings 

  (included in other net operating expenses)
10,761

2,408

Provision for diminution in value of long term investments
- 

50,000

4.
No provision for Hong Kong profits tax has been made in the accounts as companies within the Group have no assessable profit for the year (2000: 16%). Overseas taxation is calculated on the estimated assessable profit for the year at the rates of taxation prevailing in the respective countries in which the Group operates. No provision for deferred taxation has been made since the timing differences are not expected to be crystallized in the foreseeable future. The taxation charge comprises:


2001

2000


HK$'000

HK$'000

Hong Kong profits tax

  - current
- 

641


  - overprovision in prior years
(433
)
- 


Overseas taxation

  - current
356

1,027



(77
)
1,668


Share of taxation attributable to an associated company
249

251



172

1,919


5.
Loss per share is calculated based on the loss attributable to shareholders of the Group for the year ended 31st December, 2001 of HK$35,946,000 (2000: HK$100,147,000) and 261,685,000 shares (2000: 261,685,000 shares) of the Company in issue during the year.

No diluted loss per share has been presented for current and prior years because the exercise of the options have no dilutive effect for the year.

Dividend 

No interim dividend was paid during the year and prior year. The Board of Directors does not recommend the payment of any final dividend for the year (2000: Nil).

Business Review

For the year ended 31st December, 2001, the Group successfully cut down its losses, as the real estate agency services operation fared better than last year due to the effect of the downsizing exercise and the loss-making ship chartering operation was terminated in the financial year 2000. The Group's investment in Hainan Yangpu Land Development Company Limited ("HYLDC"), a land development enterprise on Hainan Island was also fully provided for in 2000. The Group will keep track of the development of HYLDC. Despite the above, the Group still failed to make a profit as a result of the poor market conditions of the animal feed sector.

During the second half of the year, the fish catch in Peru, the Group's major fishmeal supply source, was substantially lower than expected. The drastic decrease in supply in turn put substantial pressure on the sales of fishmeal.

The major profit contributions for the year came from the Group's property investments in Mainland China and Hong Kong. The occupancy rates and rental collection performance of the portfolio holdings of the Group were at a satisfactory level. The rental income from both businesses remained stable and provided a steady flow of fund to the Group. After the year end, a shop unit owned by the Group was sold at profit and the transaction will be completed by April, 2002.

As disclosed in the previous annual report and the interim report, an arbitration award was granted to the Group for breach of contract on a joint venture development project in Shanghai. Subsequently, the Group obtained title to certain floors of that project to set off part of the compensation to which it is entitled. As for the remaining balance, the Group already entered into a settlement agreement with one of the defaulting parties in October 2001. Up to the date of this report, such defaulting party has been duly performing its obligations in accordance with the settlement agreement. We believe that the Group will be able to receive the remaining balance of the arbitration award in full.

Prospects

The economy in the United States ("US") shows signs of recovery after the 911 incident and there is a renewed vibrancy in Mainland China fuelled by its entry into the World Trade Organisation ("WTO"). In light of these two positive factors, we are cautiously optimistic about the market conditions in which our business operations are based in the coming year. We believe increased business activities in the mainland market will lead to a higher demand for residential property in the major mainland cities. As the Group's retail shops in Hong Kong are fully occupied, the rental income is expected to be stable in the coming year.

However, China's accession to the WTO is expected to bring about greater competition in its animal feed market. With this in mind, the Group intends to diversify its business operations to cover more products. It is also the objective of the Group to enhance its earnings potential through the diversification of business risks. In fact, the Group has already taken actions to this end by entering the market of tapioca, a kind of animal feed ingredient with very high starch content. Up to date, the performance of this new business has been satisfactory. The Group will continue to explore other products and further diversify its business operation to cover such products with sound development potential.

Liquidity and Capital Resources

As at 31st December, 2001, the long term liabilities and shareholders' fund of the Group amounted to HK$182,953,000 (2000: HK$152,508,000) and HK$492,819,000 (2000: HK$527,164,000), while the percentage of the former to the latter was 37% (2000: 29%). Meanwhile, the current ratio of the Group increased to 1.39 from 1.06 of 2000.

The Group's borrowings were mainly denominated in HK dollars and US dollars. As at 31st December, 2001, cash and bank balances of HK$65,893,000 (2000: HK$39,850,000), and certain land and buildings with an aggregate book value of HK$493,207,000 (2000: HK$481,704,000) were pledged to banks to secure banking facilities amounting to approximately HK$444,048,000 (2000: HK$415,333,000). The aggregate amount of banking facilities available but not yet utilized by the Group was about HK$206,863,000 (2000: HK$81,000,000).

Since the Group usually conducts its business transactions in HK dollars and US dollars, there seldom arises any need for the Group to make use of any financial instruments for hedging purposes.

Employee and Remuneration Policies

As at 31st December, 2001, the total number of employee of the Group was about 125 (2000: 100) with staff costs amounting of approximately HK$11,195,000 (2000: HK$12,760,000). 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 31st December, 2001, the Group had contingent liabilities in respect of bills discounted with recourse amounting of HK$3,601,000 (2000: HK$15,796,000), guarantees for banking facilities utilized by an associated company amounting of HK$16,092,000 (2000: Nil), and a legal claim lodged against a subsidiary company. The maximum liability of the Group related to the legal claim was estimated to be about HK$9,300,000 (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

The Company has not redeemed any of its shares during the year. Neither the Company nor any of its subsidiaries has purchased or sold any of the Company's shares during the year.

Corporate Governance

The Company has complied with the Code of Best Practice as set out in Appendix 14 of the Listing Rules of The Stock Exchange of Hong Kong Limited throughout the year.

The Company had established an audit committee in 1999. The audit committee provides an important link between the Board and the Company's auditors in matters coming within the scope of the Group's audit. It also reviews the effectiveness both of the external and internal audit and of internal controls and risk evaluation. The Committee comprises two independent non-executive directors, namely Mr. Yu Hon To, David and Mr. Yu Kam Kee, Lawrence.

Publication of Financial Information

The annual report of the Group for the year ended 31st December, 2001 containing all the information require by paragraphs 45(1) to 45(3) 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, i.e. on or before 17th April, 2002.


By order of the Board


John Ho Ming Tak


Managing Director

Hong Kong, 27th March, 2002

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the shareholders of the Company will be held at 6th Floor, No. 9 Des Voeux Road West, Hong Kong on Friday, 3rd May, 2002 at 9:00 a.m. for the following purposes:

ORDINARY BUSINESS

1.
To receive and consider the Reports of the Directors and the Auditors and the audited accounts for the year ended 31st December, 2001;

2.
To re-elect Directors and to authorise the Board to fix their remuneration;

3.
To re-appoint auditors and to authorise the Directors to fix their remuneration;

SPECIAL BUSINESS

4.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT there be granted to the Directors of the Company an unconditional general mandate to issue, allot and deal with additional shares in the capital of the Company, and to make or grant offers, agreements and options in respect thereof, subject to the following conditions:

(a)
such mandate shall not extend beyond the Relevant Period save that the Directors of the Company may during the Relevant Period make or grant offers, agreements and options which might require the exercise of such powers after the end of the Relevant Period;

(b)
the aggregate nominal amount of shares allotted or agreed conditionally or unconditionally to be allotted (whether pursuant to an option or otherwise) by the Directors of the Company otherwise than pursuant to (i) a Rights Issue, (ii) the exercise of rights of subscription or conversion under the terms of any warrants issued by the Company, or any securities which are convertible into ordinary shares of the Company; and (iii) any option scheme or similar arrangement for the time being adopted for the grant or issue to officers and/or employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company, shall not exceed 20% of the aggregate nominal amount of the share capital of the Company in issue at the date of passing of this Resolution; and

(c)
for the purposes of this Resolution:

"Relevant Period" means the period from the passing of this Resolution until whichever is the earlier 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 Articles of Association of the Company or any applicable law to be held; and

(iii)
the revocation or variation of this Resolution by an ordinary resolution of the shareholders of the Company in general meeting; and

"Rights Issue" means an offer of shares open for a period fixed by the Directors of the Company made to holders of shares on the register of the Company on a fixed record date in proportion to their then holdings of such shares (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, or in any territory outside Hong Kong)."

5.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT there be granted to the Directors of the Company an unconditional general mandate to repurchase shares in the capital of the Company, and that the exercise by the Directors of the Company of all powers of the Company to repurchase shares subject to and in accordance with all applicable laws, rules and regulations be and is hereby generally and unconditionally approved, subject to the following conditions:

(a)
such mandate shall not extend beyond the Relevant Period;

(b)
such mandate shall authorise the Directors of the Company to procure the Company to repurchase shares at such prices as the Directors of the Company may at their discretion determine;

(c)
the aggregate nominal amount of the shares repurchased or agreed to be repurchased by the Company pursuant to paragraph (a) of this Resolution during the Relevant Period shall not exceed 10% of the aggregate nominal amount of the share capital of the Company in issue as at the date of passing of this Resolution; and

(d)
for the purposes of this Resolution "Relevant Period" means the period from the passing of this Resolution until whichever is the earlier 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 Articles of Association of the Company or any applicable law to be held; and

(iii)
the revocation or variation of this Resolution by an ordinary resolution of the shareholders of the Company in general meeting."

6.
To consider and, if thought fit, pass with or without amendments, the following resolution as an Ordinary Resolution:

"THAT, conditional upon the passing of Resolutions 4 and 5 set out in the Notice convening this meeting, the aggregate nominal amount of the shares which shall have been repurchased by the Company pursuant to and in accordance with Resolution 5 above, shall be added to the aggregate nominal amount of the shares which may be allotted or agreed conditionally or unconditionally to be allotted by the Directors of the Company pursuant to and in accordance with Resolution 4 above, provided that such additional amount shall not exceed 10% of the aggregate nominal amount of the share capital of the Company in issue as at the date of passing of this Resolution."


By order of the Board 


L Y Chiang 


Secretary

Hong Kong, 27th March, 2002

Notes:

1.
Every member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and on a poll vote instead of him. A proxy need not be a member of the Company.

2.
In order to be valid, the form of proxy, together with the power of attorney or other authority, if any, under which it is signed or a notarially certified copy thereof, must be deposited at the Company's registered office, 6th Floor, 9 Des Voeux Road West, Hong Kong, not less than 48 hours before the time appointed for the holding of the meeting.

3.
As regards Resolutions 4, 5 and 6 above, approvals are being sought from the Members as general mandates, in compliance with the Listing Rules. In relation to the repurchase mandate set out in Resolution 5 above, the Directors have set out the reasons for proposing the resolution and included the explanatory statement required by The Stock Exchange of Hong Kong Limited in a circular which accompanies the 2001 Annual Report.

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