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HI SUN HOLDINGS LIMITED

高陽控股有限公司

(Formerly known as Guangdong Building Industries Limited)

(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT OF INTERIM RESULTS

FOR THE SIX MONTHS ENDED 30 JUNE 2001

The Board of Directors (the "Board") of Hi Sun Holdings Limited (the "Company") is pleased to announce the unaudited consolidated results of the Company and its subsidiaries (the "Group") for the six months ended 30 June 2001 together with the unaudited comparative figures for the corresponding period as follows:


Six months ended 30 June



2001

2000



(Unaudited)

(Unaudited)


Notes
HK$'000

HK$'000

TURNOVER
2
19,419

42,829

Cost of sales

(16,211
)
(37,955
)

Gross profit

3,208

4,874

Other revenue
3
283

1,883

Distribution costs

(6
)
(3
)

Administrative expenses

(11,304
)
(18,058
)

Write back of/(provision for) doubtful debts

1,887

(20,610
)

Write back of/(provision against) contract

work in progress

3,391

(13,192
)

Other operating expenses
4
(489
)
-

LOSS FROM OPERATING ACTIVITIES
5
(3,030
)
(45,106
)

Finance costs
6
(4,998
)
(13,503
)

Non-operating income, net
7
357,638

-

PROFIT/(LOSS) BEFORE TAX

349,610

(58,609
)

Tax
8
-

2,240

PROFIT/(LOSS) BEFORE

MINORITY INTERESTS

349,610

(56,369
)

Minority interests

694

114

NET PROFIT/(LOSS) FROM ORDINARY

ACTIVITIES ATTRIBUTABLE TO

SHAREHOLDERS

350,304

(56,255
)

EARNINGS/(LOSS) PER SHARE:

Basic
9
HK$4.16

(HK$0.67
)

Notes:

1.
Basis of preparation

The 2001 interim financial report has been prepared in accordance with the requirements of the Main Board Listing Rules of The Stock Exchange of Hong Kong Limited, including compliance with Statement of Standard Accounting Practice No. 25 "Interim Financial Reporting" issued by the Hong Kong Society of Accountants.

The accounting policies adopted in the preparation of the interim financial statements are the same as those adopted in the audited financial statements for the year ended 31 December 2000.

2.
Turnover and segmental information

The turnover and contribution to loss from operations of the Group for the six months ended 30 June 2001, analysed by principal activity and geographical area, are as follows:



Contribution to loss


Turnover
from operations


Six months ended 30 June
Six months ended 30 June


2001

2000

2001

2000


(Unaudited)

(Unaudited)

(Unaudited)

(Unaudited)


HK$'000

HK$'000

HK$'000

HK$'000

By principal activity:

Construction/installation works

of curtain wall systems
19,419

42,656

(2,917
)
(42,676
)

Sale and distribution of

sanitary-ware and

kitchen cabinets
-

173

(113
)
(2,430
)


19,419

42,829

(3,030
)
(45,106
)

By geographical area:

The Hong Kong Special

Administrative Region of the

People's Republic of China

("Hong Kong")
16,919

42,829

(2,678
)
(45,106
)

Mainland China (excluding

Hong Kong)
2,500

-

(352
)
-


19,419

42,829

(3,030
)
(45,106
)

3.
Other revenue


Six months ended 30 June


2001

2000


(Unaudited)

(Unaudited)


HK$'000

HK$'000

Interest income
21

1,768

Rental income
71

71

Sale of scrap materials
128

-

Gain on disposal of fixed assets
5

-

Miscellaneous
58

44


283

1,883

4.
Other operating expenses


Six months ended 30 June


2001

2000


(Unaudited)

(Unaudited)


HK$'000

HK$'000

Write-off of fixed assets
109

-

Provision for impairment in values of

leasehold land and buildings
380

-


489

-

5.
Loss from operating activities

The Group's loss from operating activities is arrived at after charging:


Six months ended 30 June


2001

2000


(Unaudited)

(Unaudited)


HK$'000

HK$'000

Depreciation of fixed assets

Owned assets
643

1,234

Leased assets
8

202

Less: depreciation capitalised into contract

work in progress
(101
)
(114
)


550

1,322

6.
Finance costs


Six months ended 30 June


2001

2000


(Unaudited)

(Unaudited)


HK$'000

HK$'000

Interest on bank loans, overdrafts and other

loans wholly repayable within five years
4,906

14,114

Interest on finance lease
92

39


4,998

14,153

Less: interest capitalised into contract work

in progress
-

(650
)

Net finance costs
4,998

13,503

7.
Non-operating income, net


Six months ended 30 June



2001

2000



(Unaudited)

(Unaudited)


Notes
HK$'000

HK$'000

Waiver of loans by the GDI Group
i
357,526

-

Gain on disposal of a subsidiary
ii
1,377

-

Legal and professional fees in

relation to an unconditional cash

offer for all the issued shares of

the Company made by Hi Sun

Limited in March 2001

(997
)
-

Legal and professional fees in relation to

a proposed scheme of arrangement under

section 166 of Companies Ordinance

as detailed in the circular issued

by the Company dated 9 August 2001

(268
)
-



357,638

-

Note:
i.
Pursuant to the sale and purchase agreement (the "Agreement") entered into between Hi Sun Limited and Guangdong Investment Limited ("GDI"), the then controlling shareholder of the Company, upon the completion of the acquisition by Hi Sun Limited of a controlling stake in the Company from GDI on 3 March 2001, the indebtedness of the Group due to the GDI and its subsidiaries (excluding the Group) (the "GDI Group"), after set-off against amounts due from the GDI Group to the Group, was waived by the GDI Group. The net indebtedness waived by the GDI Group amounted to approximately HK$357.5 million.


ii.
Concurrently with the above change in controlling shareholder of the Company, the Group had also disposed of Eastop International Limited, which is the holding company of Buildcon Building Supplies Limited, to a subsidiary of GDH Limited for a cash consideration of US$1. The Group recorded a gain of approximately HK$1.38 million on disposal of the subsidiary. For the period from 1 January 2001 to the date of disposal, the disposed subsidiary has no turnover while its loss from ordinary activities after taxation was HK$17,000.

8.
Tax


Six months ended 30 June


2001

2000


(Unaudited)

(Unaudited)


HK$'000

HK$'000

Tax refunded
-

2,222

Overprovision in prior years
-

18

Tax credit for the period
-

2,240

No Hong Kong profits tax has been provided (2000: nil) as there was no estimated assessable profits arising in Hong Kong.

There were no significant potential deferred tax liabilities as at 30 June 2001.

9.
Earnings/(loss) per share

The calculation of the basic earnings/(loss) per share is based on the net profit from ordinary activities attributable to shareholders of the Group of HK$350,304,000 (2000: Loss of HK$56,255,000) and on 84,218,010 shares of HK$1 each in issue during the period. There was no dilutive effect on the basic earnings/(loss) per share for the periods ended 30 June 2001 and 30 June 2000.

10.
Comparative amounts

Certain comparative amounts, which were previously presented to reflect a winding down scenario, have been reclassified to conform to the current period's presentation on a going concern basis.

MANAGEMENT DISCUSSION AND ANALYSIS

Business Review and Prospect

Following the acquisition of a controlling stake in the Company by Hi Sun Limited ("Hi Sun") in March 2001, the Company and its subsidiaries (the "Group"), while continuing its existing businesses, has also been exploring other suitable business opportunities. During the period under review, senior management had also conducted a thorough review of the existing operations of the Group and envisaged that certain corporate restructuring exercises will be implemented to strengthen and enhance the performance of the Group.

Major corporate restructuring exercises currently undertaken or having being completed are summarized as follows:

a.
Disposal of a loss making subsidiary

On 3 March 2001, the Company had disposed of Eastop International Investments Limited, which is the holding company of Buildcon Building Supplies Limited, to a subsidiary of GDH Limited for a cash consideration of US$1, which resulted in a gain on disposal of approximately HK$1.38 million.

b.
Delisting from the Australian Stock Exchange Limited ("ASX")

The Company has no business operations in Australia and only a small percentage of its issued shares were registered on the Australian share register and held by Australian residents. Accordingly, the Company had applied to the ASX for removal its name from the official list of ASX on 15 June 2001 after taking into consideration of the significant costs against minimal benefits to maintain a share register in Australia. The Company had obtained formal approval from the ASX for its removal from the official list of the ASX which has taken effect from the close of trading on 21 June 2001.

c.
Scheme of Arrangement

The Company had, on 4 June 2001, announced that it intended to implement a scheme of arrangement pursuant to Section 166 of the Companies Ordinance of Hong Kong whereby the Company shall become an indirect wholly-owned subsidiary of a new listed company ("listco") incorporated in Bermuda (namely Hi Sun Group Limited) and the listing of the Company's shares on The Stock Exchange of Hong Kong Limited (the "Hong Kong Stock Exchange") shall be withdrawn and simultaneously the shares of the new listco will be listed on the Hong Kong Stock Exchange by way of introduction.

Details of the scheme of arrangement are set out in the scheme document issued by the Company on 9 August 2001. A shareholders' meeting as directed by the Hong Kong High Court (the "Court") will be held on 27 September 2001 to approve the scheme. Thereafter, the scheme will be submitted to the Court and will become effective if and when the Court sanctions it.

During the period under review, the Group's business activities are principally the design, supply and installation of curtain wall systems and aluminium windows. The major project being undertaken is Phase II of Belcher Garden which is progressing as planned and is expected to be completed by the end of the current year.

The Group has also been exploring other business opportunities which include areas in the provision of information technology solutions. In addition, Hi Sun Consulting Limited has also been recently established, as a wholly-owned subsidiary of the Group, to provide management and financial consulting services in the Chinese market. It is focusing on providing its clients ranging from Chinese enterprises to multinational with tailor-made solutions to their operations in China. For example, Hi Sun Consulting Limited has recently been appointed by Industrial and Commercial Bank of China (Asia) Limited, a Hong Kong based commercial bank, to advise it on restructuring and recovery of debts due by Mainland China based companies. Based in Hong Kong, Hi Sun Consulting Limited operates in China through its offices in Beijing and Shenzhen.

Financial Review

The unaudited consolidated turnover for the period under review was HK$19.4 million, representing a drop of 55% as compared to HK$42.8 million for the same period in 2000. It was mainly because the Group was under a restructuring period after the acquisition of its controlling stake by Hi Sun. Currently, management is proceeding to identify potential new projects for construction and installation work and intends to prepare and submit tenders if suitable opportunities arise.

Loss from operating activities for the period, on the other hand, has decreased from HK$45.1 million to HK$3 million, representing a decrease of 93%. The results have improved since the management has put more efforts to collect the delinquent debts and to exercise strict control over costs and overheads. As a result, gross profit margin for the period increased to 16.5% from 11.4% in 2000. Administrative expenses were reduced from HK$18.1 million for the same period in 2000 to HK$11.3 million for the 6 months ended 30 June 2001, representing a decrease of 37%. Furthermore, provision for doubtful trade debts and contract work in progress in aggregate of HK$5.3 million in the previous years were written back in the current period since the debts have been fully recovered.

The Group recorded net profit attributable to shareholders of HK$350.3 million for the period under review, as compared to the net loss of HK$56.3 million for the same period in 2000. The significant net profit recorded is mainly due to a profit of approximately HK$357.5 million arising from the waiver by the Company's then controlling shareholder, Guangdong Investment Limited, and its subsidiaries (excluding the Group) (the "GDI Group") of loans owed by the Group to the GDI Group as at 3 March 2001, following the completion of acquisition by Hi Sun from GDI of a controlling interest in the Company as at that date. Earnings per share for the period was HK$4.16.

Liquidity and Financial Position

The Group generally finances its operation from internally generated cash flows and facilities from its bankers. After the above waiver of loans by the GDI Group, the Group no longer had any borrowings from financial creditors or major shareholder as at 30 June 2001. However, subsequent to 30 June 2001, the Group had obtained banking facilities amounting to HK$6.7 million for trade finance and overdraft facilities. The banking facilities are secured by legal mortgages on certain of the Group's leasehold land and buildings in Hong Kong with aggregate net book value of approximately HK$15 million as at 30 June 2001. The Group had bank balances of approximately HK$4.3 million as at 30 June 2001. During the period under review, there has been no change in the Company's share capital. In addition, no gearing ratio is presented here, as the Group had no outstanding financial borrowings as at 30 June 2001. The financial position of the Group has now been recovered to a healthier status.

Exposure to fluctuations in exchange rates and related hedges

The income stream and the newly granted borrowings of the Group are principally denominated in Hong Kong dollars. Hence, the Group has no significant risk exposure in foreign exchange fluctuations.

Human Resources

The total number of employees of the Group as at 30 June 2001 was 32, a drop of 24% as compared to 30 June 2000. The Group continued to adopt a tight control over head counts and salaries in order to maintain sufficient cash flows for the Group.

INTERIM DIVIDEND

The Directors do not recommend the payment of interim dividend for the period (2000: Nil).

AUDIT COMMITTEE

The Audit Committee, which comprises two independent non-executive directors, has reviewed the 2001 interim financial report. The Audit Committee has also reviewed with the management the accounting principles and practices adopted by the Group and discussed auditing, internal control and financial reporting matters including the unaudited interim financials.

PUBLICATION OF INTERIM REPORT

The 2001 Interim Report containing all information required by paragraph 46 (1) to 46 (6) of Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited will be submitted for publication on the website of the Stock Exchange of Hong Kong Limited in due course.
By Order of the Board

Li Wenjin

Director

Hong Kong, 21 September 2001

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