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MANAGEMENT DISCUSSION AND ANALYSIS
Interim Results

The Board of Directors (the ‘’Board’’) of Landune International Limited (formerly

know as Singapore Hong Kong Properties Investment Limited) (the ‘’Company’’) is pleased

to announce the unaudited interim financial results of the Company and its subsidiaries

(the ‘’Group’’) for the six months ended 30 June 2004.

Change of Company’s name

Pursuant to a special resolution passed in the annual general meeting of the Company

on 28 May 2004, the shareholders had approved the change of the Company’s name

from Singapore Hong Kong Properties Investment Limited to Landune International Limited.

The new name was then approved by the Registrar of Companies in Hong Kong and the

‘’Certificate of incorporation on change of name” was issued to the Company on 16

June 2004 whereupon the new name became effective immediately.

Corporate Results

The Group recorded a turnover of HK$11,335,000 in the current period which

comprised the proceeds on the disposal of properties of HK$10,600,000 and rental

income of HK$735,000. The rental income represented a substantial increment of

105% to the turnover of HK$358,000 (all represented rental income) in the corresponding

period of 2003. The increase fairly reflected the general recovery of the local properties

market in particularly from the darkest stage in the early part of 2003 caused by the

outbreak of SARS. Result attributable to shareholders turnaround from a loss of

HK$14,753,000 in last period to a profit of HK$138,296,000 in the current period as

a result of approximately HK$145 million gain resulted from the waiver of certain loan

principals and interests accrued thereto arising from the debt restructuring arrangements

completed in March 2004.

Financial Resources and Liquidity

Issue of shares

As reported and announced earlier, the Group had successfully undergone a series

of capital transactions that involved the issuance of new shares through private placement

and loan capitalisation as detailed below:

In January 2004, the Company executed a subscription agreement with Group First

Limited (“GFL”) and pursuant to which GFL agreed to conditionally subscribed for
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500,000,000 shares of the Company at HK$0.10 each. The subscription shares would

be issued together with 1,500,000,000 bonus shares on the basis of three bonus shares

for each share subscribed by GFL. The subscription was completed on 12 March 2004

and the Company received HK$50 million gross proceeds thereof which had been

utilised to a large extend for the repayment to bank creditors pursuant to the debt

restructuring arrangements.

In early January of 2004, the Company also entered into four loan capitalisation

agreements with four of its loan creditors in respect of a total outstanding loan amount

of HK$34,000,000. Pursuant to the four loan capitalisation agreements, the Company

agreed to issue and allot an aggregate of 340,000,000 shares of the Company at

HK$0.10 each credited as fully paid up by way of capitalising the outstanding loans of

HK$34,000,000. The capitalisation shares would be issued together with 1,020,000,000

bonus shares on the basis of three bonus shares for each share subscribed by the

lenders. Completion of the four loan capitalisation agreements took place simultaneously

with the subscription agreement of GFL on 12 March 2004.

Borrowings

The Group’s total borrowings (excluding trade and other payables) amounted to

HK$10,865,000 as at 30 June 2004 which represented a sharp decrease of 95% from

the total borrowings of HK$230,491,000 as at 31 December 2003. The reduction was

resulted from the loan capitalisation and the debt restructuring arrangements with the

creditors as stated above.  During the period, the Group had paid off all the indebtedness

due to the past financial creditors through the proceeds obtained from the issuance of

shares and that of a new installment loan of HK$5 million from a financial institution.

As at 30 June 2004, the properties portfolio with carrying value of HK$20,500,000 (31

December 2003: HK$31,100,000) had been pledged to the financial creditors as security

for the indebtedness of around HK$6.3 million.

Current Ratio

The current ratio is now 1.85 which showed a substantial improvement from 31

December 2003 of 0.14. Taking into consideration the improved financial position of

the Group and the substantial reduction of borrowings, the Directors are of the opinion

that sufficient working capital are available to fulfill the financial obligations when they

fall due and to meet the future funding requirement of the Group.
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Interim Dividend

The Board has resolved not to declare an interim dividend in respect of the six

months ended 30 June 2004 (six months ended 30 June 2003: Nil).

Review of Operations, Outlook and Strategy

Business Review, corporate Strategy and Outlook

During the first six months of 2004, the property market in Hong Kong in particular

the retail segment improved continuously. The Group has thereby recorded a higher

rental income than the corresponding period in last year. The Board expected that the

retail leasing market may improve further in the coming periods and the Group will

benefit positively both in terms of leasing income as well as the value of the portfolio.

On the residential segment, the market appears to be slightly overheated due to the

speculation activities in the first hand market, however, the real demand remains on the

strong side. The Board will review its property development project in near future against

the latest market environment so as to formulate the best strategy for the project.

The Group had participated in two joint ventures in March 2004. One of which is

intended to engage in the printing and packaging activities with the production base to

be located in Fuzhou of People’s Republic of China (‘’PRC’’). The total investment in the

joint venture is HK$3 million in which the Group shares 70%. The packaging activity is

scheduled to commence in July 2004. The other joint venture is intended to establish a

marketing and distribution entity in Shanghai of PRC and the set up would be focusing

on the establishment of a marketing network in China within two to three years. The

total investment in the joint venture is HK$1 million in which the Group shares 70%.

These investments are at their initial set up phase and did not have any contribution to

the Group’s turnover or net profit in the current period. However, the Board is optimistic

that their development in future will be very significant as China market has such a

large scale of consumption capability and a fastest growth rate in general. The Board

will be continuously exploring other investment opportunities in both the local and PRC

market in order to enlarge the business and turnover base of the Group and to strengthen

its profitability.



06

LANDUNE INTERNATIONAL LIMITED

2 0 0 4  I N T E R I M  R E P O R T

Exchange rate exposure

As most of the assets and liabilities of the Group are denominated in Hong Kong

dollar, the Board considered the Group is not subject to any material exchange rate

exposure.

Staff and Remuneration Policy

The number of employees (including Directors) as at 30 June 2004 was slightly

increased to 11 persons. Employees are remunerated according to nature of the job

and market conditions.

The Board owes a lot of gratitude to the Group’s bankers, creditors, management

and staff for their continuing support in the past.

On behalf of the Board

Ni Xinguang

Chairman

Hong Kong SAR, 24 September 2004
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ADDITIONAL INFORMATION REQUIRED UNDER THE LISTING RULES
Directors’ Interest in Contracts

No contract of significance to which the Company or any of its subsidiaries was a
party, in which a Director of the Company had a material interest, subsisted at the end
of the period or at any time during the period.

Directors’ Interests and Short Positions
As at 30 June 2004, the Directors and their respective associated corporations had

interests in the shares of the Company as recorded in the register maintained by the
Company pursuant to Section 352 of the Securities and Futures Ordinance (“SFO”) as
follows:

Number of shares held
Personal Corporate

Name of Director Interests Interests Total

Ni Xinguang – 2,000,000,000 2,000,000,000
(note 1)

Ha Shu Tong 85,000,000 – 85,000,000
(note 2)

Wang Zhiming – 2,000,000,000 2,000,000,000
(note 1)

Notes:

1. 2,000,000,000 shares were owned by Group First Limited, a private company

beneficially owned by Mr. Ni Xinguang as to 60% and Mr. Wang Zhiming as to

40%, representing approximately 53.72% of the issued share capital of the

Company.

2. The shares held by Mr. Ha Shu Tong as beneficial owner representing

approximately 2.28% of the issued share capital of the Company.

Other than the holdings disclosed above, no interests and short positions were held or

deemed or taken to be held under Part XV of the SFO by any Director or his associates of the
Company or their respective associated corporations (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and The Hong Kong Stock Exchange
Limited (the “Stock Exchange”) pursuant to Part XV of the SFO or pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies or which are required pursuant to
Section 352 of the SFO to be entered in the register referred to therein. Nor any of the
Directors (including their spouses and children under the age of 18) had, as at 30 June
2004, any interest in, or had been granted any right to subscribe for the securities and
options of the Company and its associated corporations within the meaning of the SFO, or
had exercised any such rights.
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Disclosable Interests and Short Positions of Shareholders under the SFO
As at 30 June 2004, the following persons had interest in the issued share capital of

the Company as recorded in the register required to be kept by the Stock Exchange
under Section 336 of the SFO.

Approximate
percentage of

the issued
share capital

Number of shares of the
Name of shareholders Nature of interest – Long Position Company

Group First Limited 2,000,000,000 53.72%
Ni Xinguang Corporate 2,000,000,000 53.72%
Wang Zhiming Corporate 2,000,000,000 53.72%
Wong Sai Ping Personal 346,800,000 9.32%
Wong Chung Pak Personal 333,200,000 8.95%
Able Dynamic Limited 200,000,000 5.37%
Cheng Wai Mo Corporate 200,000,000 5.37%
Best Radiant Limited 200,000,000 5.37%
Mung Yat Lit Corporate 200,000,000 5.37%

Apart from the aforesaid, no other party has an interest or a short position in the
issued share capital of the Company, as recorded in the register required to be kept by
the Stock Exchange under Section 336 of the SFO.

Purchase, Sale or Redemption of the Company’s Listed Securities
During the period, neither the Company nor any of its subsidiaries purchased, sold

or redeemed any of the Company’s listed securities.

Pre-emptive Rights
There is no provision for pre -emptive rights under the Company’s articles of

association which would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

Audit Committee
The Audit Committee has reviewed the unaudited condensed interim financial

statements and discussed financial related matters with the management.

Compliance with the Code of Best Practice
The Company has complied throughout the period with the Code of Best Practice as

set out by the Stock Exchange in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange, except that the independent non-executive directors
are not appointed for a specific term.
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CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 June 2004

Six months ended

30/6/2004 30/6/2003

(unaudited) (unaudited)

Notes HK$’000 HK$’000

Turnover 2 11,335 358

Property related cost (11,277) (267)

Net loss on disposal of fixed assets – (192)

Staff costs (1,705) (1,883)

Depreciation 4 (26) (153)

Other operating expenses (1,649) (1,645)

Loss from operations 3 (3,322) (3,782)

Gain on deconsolidation

of a subsidiary 42 0

Gain arising from the

debt restructuring arrangements 5 144,877 0

Finance cost (3,301) (10,971)

Profit/(loss) before taxation 138,296 (14,753)

Taxation 6 0 0

Net profit/(loss) for the period 138,296 (14,753)

Profit/(Loss) per share 8

Basic 5.7 cents (4.8) cents

Diluted N/A N/A
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CONDENSED CONSOLIDATED BALANCE SHEET
As at 30 June 2004

30/6/2004 31/12/2003
(unaudited) (audited)

Notes HK$’000 HK$’000 HK$’000 HK$’000

Non-current assets
Fixed assets 9 133 147
Properties under development 5,751 5,556
Investment securities 997 997

6,881 6,700

Current assets
Properties held for resale 20,500 31,100
Trade and other receivables 10 3,351 846
Bank and cash balances 5,419 1,643

29,270 33,589

Current liabilities
Trade and other payables 11 9,153 14,089
Short term borrowings 6,066 175,464
Current portion of

long term borrowings 622 55,027

15,841 244,580

Net current assets/(liabilities) 13,429 (210,991 )

Total assets less current liabilities 20,310 (204,291 )

Non-current liabilities
Long term borrowings (4,177) –

Net assets/(liabilities) 16,133 (204,291 )

Capital and reserves
Share capital 12 372,279 36,279
Reserves (356,146) (240,570 )

16,133 (204,291)
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2004

Special

Share Share capital Exchange Accumulated

capital premium reserve reserve losses Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2003 30,279 318,401 726,699 178 (1,249,374 ) (173,817 )

Net loss for the period – – – – (14,753 ) (14,753 )

Issue of shares 6,000 (134 ) – – – 5,866

As 30 June 2003 36,279 318,267 726,699 178 (1,264,127 ) (182,704 )

Net loss for the period – – – – (21,409 ) (21,409 )

Reversal of exchange

reserve as a result

of deconsolidation

of subsidiaries – – – (178 ) – (178 )

At 31 December 2003 36,279 318,267 726,699 – (1,285,536 ) (204,291)

Net profit for the period – – – – 138,296 138,296

Issue of shares 84,000 (1,872 ) – – – 82,128

Issue of bonus shares 252,000 (252,000 ) – – – –

At 30 June 2004 372,279 64,395 726,699 – (1,147,240 ) (16,133 )
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
For the six months ended 30 June 2004

Six months ended

30/6/2004 30/6/2003

(unaudited) (unaudited)

HK$’000 HK$’000

Net cash used in operating activities (12,309) (2,326)

Net cash from investment activities 10,393 35

Net cash from financing activities 5,692 3,691

Net increase in cash and cash equivalents 3,776 1,400

Cash and cash equivalents at beginning of period (85,611) (67,390)

Release of bank overdraft as a result of

the debt restructuring arrangements

(Please refer to note 5) 87,254 –

Adjusted cash and cash equivalents

at beginning of period 1,643 (67,390)

Cash and cash equivalents at end of period 5,419 (65,990)

Analysis of the balances of cash

and cash equivalents

Bank and cash balances 5,419 1,882

Bank overdrafts – (67,872)

Cash and cash equivalents at end of period 5,419 (65,990)
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
1. Basis of preparation and accounting policies

The unaudited condensed interim financial statements as of 30 June 2004 and for the

six months period then ended comprise the consolidated balance sheet, consolidated income

statement, consolidated statement of changes in equity and consolidated cash flow statement

together with the notes thereto, all of which are in condensed format. The condensed interim

financial statements have been prepared under the historical cost convention as modified for

revaluation of certain properties and investments securities. The condensed interim financial

statements are prepared in accordance with the Statement of Standard Accounting Practice

No. 25 ‘’Interim financial reporting’’ issued by the Hong Kong Society of Accountants.

These condensed interim financial statements should be read in conjunction with the

Group annual financial statements for the year ended 31 December 2003 (‘’2003 annual

financial statements’’). The accounting policies and methods of computation used in the

preparation of the condensed interim financial statements are consistent with those used in

the 2003 annual financial statements.

2. Turnover

The amount of each significant category of revenue recongnised in turnover during the

period is as follows:

Six months ended

30/6/2004 20/6/2003

(unaudited) (unaudited)

HK$’000 HK$’000

Proceeds on disposal of properties 10,600 0

Rental income 735 358

11,335 358
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3. Segment information

The Group is principally engaged in property holding and investment and no other

business segment accounted for more than 10% of the Group’s turnover and trading results

and also all significant identifiable assets of the Group are located in Hong Kong. Accordingly,

no segmental analysis is presented.

4. Depreciation

During the period, depreciation of HK$26,000 (six months ended 30 June 2003:

HK$153,000) was charged in respect of the fixed assets of the Group.

5. Gain arising from the debt restructuring arrangements

The gain of HK$144,877,000 represented the overdrafts, loans principal and accrued

interest payable of the Group waived by certain financial creditors during the period in

accordance with the respective terms of the debt restructuring arrangements.

6. Taxation

No provision for Hong Kong nor overseas profits tax is required for the current period

(six months ended 30 June 2003: HK$Nil) since each individual company sustained losses for

taxation purposes.

7. Dividends

The Directors have resolved not to declare any interim dividend in respect of the six

months ended 30 June 2004 (six months ended 30 June 2003: Nil).

8. Profit/(Loss) per share

The calculation of basic profit/(loss) per share is based on the profit attributable to

shareholders of HK$138,296,000 (six months ended 30 June 2003: loss of HK$14,753,000)

and the weighted average of 2,412,022,769 (six months ended 30 June 2003: 307,101,392)

ordinary shares in issue during the period. The calculation of the basic loss per share for the

period ended 30 June 2003 has not been adjusted retrospectively to reflect the issue of the

bonus shares in March 2004 in accordance with the private placement and loan capitalisation

mentioned in note 12 to the interim report.

There were no dilutive potential ordinary shares in existence in both periods ended 30

June 2004 and 2003.

9. Additions to fixed assets

During the period, the Group spent HK$12,000 (six months ended 30 June 2003:

HK$Nil) on additions to fixed assets.
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10. Trade and other receivables

The majority of the Group’s turnover is the proceeds received on disposal of properties

which are in accordance with the terms and conditions of the agreement and the remaining

portion of turnover is rental income. The payment terms of rental income are in accordance

with the tenancy agreements and the payments are normally due on the first day of the

month. At 30 June 2004, the ageing analysis of the trade receivables was as follows:

30/6/2004 31/12/2003

(unaudited) (audited)

HK$’000 HK$’000

0 — 60 days 0 0

61 — 90 days 0 0

> 90 days 22 22

Total trade receivables 22 22

Other receivables 79 89

Deposits and prepayments 3,250 735

3,351 846

11. Trade and other payables

At 30 June 2004, the ageing analysis of the trade payables was as follows:

30/6/2004 31/12/2003

(unaudited) (audited)

HK$’000 HK$’000

0 — 60 days 69 266

61 — 90 days 34 26

> 90 days 1,405 1,568

Total trade payable 1,508 1,860

Other payables and accruals 5,970 8,319

Rental or trade deposits received 1,156 280

Due to directors 519 3,630

9,153 14,089
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12. Share capital

During the current reporting period, the Company issued and allotted a total of

840,000,000 shares at par of HK$0.1 per share (last reporting period: 60,000,000 shares at

HK$0.1 per share) through private placement and loan capitalisation together with

2,520,000,000 bonus shares issued at par of HK$0.10 each on the basis of three bonus

shares for each share subscribed per above..

13. Commitments under operating leases

At the reporting dates, the future aggregate minimum lease payments under non-

cancellable operating leases of the Group are as follows:

30/6/2004 31/12/2003

(unaudited) (audited)

HK$’000 HK$’000

Operating leases payable for the office premises

Within one year 354 149

In the second to fifth years inclusive 343 –

697 149

14. Future operating lease arrangements

At the reporting dates, the future aggregate minimun lease receipts by the Group under

non-cancellable operating leases are as follows:

30/6/2004 31/12/2003

(unaudited) (audited)

HK$’000 HK$’000

Within one year 1,440 1,487

In the second to fifth years inclusive 360 1,080

1,800 2,567

15. Comparative figures

Certain comparative figures have been reclassified to conform with the presentation of

the current period.




