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Hysan’s fi nancial results and other 
accomplishments contributed to a 
successful 2007. Hysan’s encouraging 
revenue growth during the year was 
complemented by the Company’s strengthened 
competitiveness and operational effectiveness. 
We also, as recorded in our separate Corporate 
Responsibility Report, made useful contributions 
to our community through Hysan’s daily 
operations and giving projects. We are creating 
value and are positioned to grow further as a 
successful and responsible business, guided 
by our corporate culture and values.



O
V

E
R

V
IE

W
O

V
E

R
V

IE
W

F
IN

A
N

C
IA

L
 S

TA
T

E
M

E
N

T
S

 A
N

D
 V

A
L
U

A
T

IO
N

O
U

R
 G

O
V

E
R

N
A

N
C

E
O

U
R

 S
T

R
A
T

E
G

Y
 IN

 A
C

T
IO

N

Contents

  Shareholder Information

02-11

12-43

44-80

81-140

  Overview
 04 Hysan’s Mission
 04 Competitive Advantages
 05 Value Creation
 06-07 Year 2007 in Review
 10-11 Chairman’s Statement

  Our Strategy in Action
 14-15 Market Overview
 16-25 Operations Review
 28-31 Financial Policy
 34-38 Internal Controls and Risk Management
 39 Human Resources
 42-43 Investment Properties Portfolio

  Our Governance
 46-49 Our Board of Directors and Offi cers
 50-64 Corporate Governance Report
 65-71 Directors’ Report
 72-78 Directors’ Remuneration and Interests Report
 79-80 Audit Committee Report

  Financial Statements and Valuation
 82 Directors’ Responsibilities for the Financial Statements
 83 Independent Auditor’s Report
 84 Consolidated Income Statement
 85-86 Consolidated Balance Sheet
 87 Balance Sheet
 88-89 Consolidated Statement of Changes in Equity
 90-91 Consolidated Cash Flow Statement
 92-134 Notes to the Financial Statements
 135-136 Five-Year Financial Summary
 137 Report of the Valuer
 138 Schedule of Principal Properties
 139-140 Shareholding Analysis

01Hysan Annual Report 2007



Hysan Annual Report 2007

Overview

02

Hysan is one of Hong Kong’s leading property 
investment companies. We are the largest 
commercial landlord in the prime Causeway 
Bay district. This section provides important 
background information for our shareholders 
about where we are today, how we performed 
in 2007, and our Chairman’s outlook.
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Hysan’s Mission

Largest Commercial Landlord 
in Causeway Bay, Hong Kong’s prime offi ce and retail district 

Balanced Portfolio 
of superior investment properties

Quality Client Base 
with prominent multinational and strong local tenants

Sustainable Income 
with high occupancy consistently achieved

Established Asset Enhancement Programme 
with track record of adding value

Exceptional Services 
with focus on our commercial and residential customers

Strong Balance Sheet 
with debts of long maturity and diversifi ed funding sources

Financial Prudence 
to keep risk and return in balance

Effective Corporate Governance 
with widespread industry recognition achieved

To build, own and manage quality buildings, 
and being the occupiers’ partner of choice in 
the provision of real estate accommodation 
and services, thereby delivering attractive and 
sustainable returns to shareholders.

Competitive Advantages
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Recurring Underlying Profit
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Adjusted Shareholders’ Funds 
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Year 2007 in Review

06

OVERVIEW OF THE GROUP’S FINANCIAL PERFORMANCE

Turnover 2007 2006 Change Change
    HK$ million HK$ million HK$ million %

Offi ce 567 509 +58 +11.4%
Retail 505 491 +14 +2.9%
Residential 262 232 +30 +12.9%
Others 34 36 -2 -5.6%

    1,368 1,268 +100 +7.9%

• Group turnover rose by 7.9% (like-for-like turnover, excluding Hennessy Centre, up 18.8%)
• Offi ce sector recorded strong growth in rentals, including capitalisation on Grade “A” offi ce decentralisation trend
• Strong retail sales translated into higher rental rates and turnover rent

Recurring Underlying Profit
This is a performance indicator of the Group’s 
core property investment business. It is arrived 
at by excluding from Underlying Profi t gains/
losses from disposal of assets, impairment, 
reversal, recovery and tax provisions for prior 
year(s).  

Underlying Profit
This is arrived at by excluding from Statutory 
Profi t unrealised fair value changes on 
investment properties and related deferred tax. 
As a property investor, the Group’s results are 
principally derived from the rental revenues 
on its investment properties.  The inclusion of 
the unrealised fair value change on investment 
properties in the consolidated income statement 
causes an increase in fl uctuation in earnings and 
poses limitation on the use of the unadjusted 
earning fi gures, fi nancial ratios, trends and 
comparison against prior period(s). Besides, 

deferred tax on such fair value changes has to be 
provided for despite the fact that no capital gain 
tax liability will arise in Hong Kong on disposal of 
the Group’s investment properties. Accordingly, 
both of these two items are excluded in arriving at 
the Underlying Profi t.

Statutory Profit
This is the profi t attributable to equity holders of the 
Company. It is prepared in accordance with Hong 
Kong Financial Reporting Standards issued by 
Hong Kong Institute of Certifi ed Public Accountants 
and the Hong Kong Companies Ordinance.

Adjusted Shareholders’ Funds
This is arrived at by adding back the Group’s share 
of cumulative deferred tax on property revaluation 
to shareholders’ funds fi gure. Deferred tax on 
property revaluation has to be provided for despite 
the fact that no capital gains tax liability will arise in 
Hong Kong on disposal of properties.

DEFINITIONS

2
3

4

1

2

3

1

Profit Indicators 2007 2006 Change Change
    HK$ million HK$ million HK$ million %

Recurring Underlying Profi t 950 755 +195 +25.8%
Underlying Profi t 1,158 1,012 +146 +14.4%
Statutory Profi t 3,949 3,099 +850 +27.4%

• Increase in turnover and lower operating costs have contributed to the increase in Recurring Underlying Profi t
• Underlying Profi t increased principally due to higher operating profi ts and realised gain on disposal of listed securities
• Statutory Profi t improvement due mainly to HK$555 million more fair value changes on investment properties

4

Asset Value Indicators 2007 2006 Change Change
    HK$ million HK$ million HK$ million %

Total assets 40,890 36,253 +4,637 +12.8%
Shareholders’ funds 31,652 27,828 +3,824 +13.7%
Adjusted Shareholders’ Funds 35,072 30,729 +4,343 +14.1%

• Increase in shareholders’ funds due to growth in core operating business, revaluation gains associated with investment 
properties and listed securities portfolios
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KEY FINANCIAL AND OPERATING DATA

     2007 2006 Change

Cash Flow Information (expressed in HK$ million)

Net cash from operating activities  1,044 918 +13.7%
Net cash from investing activities  212 175 +21.1%
Net cash used in fi nancing activities  (1,157) (2,110) +45.2%
Net increase (decrease) in cash and cash equivalent  99 (1,017) N/A

Per Share Data

Earnings per share, based on:
 Recurring Underlying Profi t
  Basic (HK cents)  90.32 71.60 +26.1%
  Diluted (HK cents)  90.27 71.53 +26.2%
 Underlying Profi t
  Basic (HK cents)  110.09 96.03 +14.6%
  Diluted (HK cents)  110.04 95.94 +14.7%
 Statutory Profi t
  Basic (HK cents)  375.46 293.96 +27.7%
  Diluted (HK cents)  375.25 293.70 +27.8%
Shareholders’ returns:
 Dividends per share (HK cents)  60.00 50.00 +20.0%
 Shareholders’ returns per share (HK$)  2.42 1.60 +51.3%
 Total shareholders’ returns per share (HK$)  5.21 3.81 +36.7%
Assets value:
 Net assets value per share (HK$)  30.51 26.37 +15.7%
 Adjusted net assets value per share (HK$)  33.81 29.12 +16.1%
 Net debt per share (HK$)  2.29 2.31 -0.9%

Share Information

Number of shares in issue at year end (million)  1,037 1,055 -1.7%
Weighted average number of shares (million)  1,052 1,054 -0.2%
Highest share price (HK$)  23.80 23.95 -0.6%
Lowest share price (HK$)  18.54 18.60 -0.3%
Closing share price at year end (HK$)  22.25 20.35 +9.3%

Investments in Listed Securities

Total return (i.e. dividends received plus capital value growth)  65.9% 57.3% +8.6pp

Financial Data

Average fi nance costs  5.6% 4.9% +0.7pp
Net debt to equity  6.8% 7.9% -1.1pp
Net interest coverage (times)  7.8X 6.9X +0.9X
Floating rate debt (% on total debt)  60.1% 64.7% -4.6pp
Average debt maturity  4.0 years 5.0 years N/A
Bank facilities: Capital market issuance  24.7% : 75.3% 24.7% : 75.3% N/A

Key Operating Data (expressed in HK$ million)

Investment properties value  35,711 32,473 +10.0%
 Offi ce  13,202 11,876 +11.2%
 Retail  9,616 9,062 +6.1%
 Residential  6,810 6,206 +9.7%
 Hennessy Centre  5,650 4,900 +15.3%
 Others  433 429 +0.9%
Occupancy rate as at year end
 Offi ce  97% 97% –
 Retail  98% 99% -1pp
 Residential  90% 92% -2pp
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Investment Properties Portfolio

Total Gross
Floor Area

Number 
of Floors

Parking 
Spaces

Year 
Completed/
Renovated

435,008 sq.ft.

28

264

1977/2004

Total Gross
Floor Area

Number 
of Floors

Year 
Completed/
Renovated

317,160 sq.ft.

26

1994

Estimated
total
Gross
Floor Area

Projected 
year of
Completion

Approx.
710,000 sq.ft.

2011

BAMBOO GROVE  74-86 Kennedy Road, Mid-Levels

A luxury residential complex in the Mid-Levels, Bamboo Grove commands 
panoramic views of the harbour and the greenery of the Peak, and is 
well served by a multitude of public transport. In addition to superb 
property management services and full club-house and sports facilities, 
tenants also enjoy personalised resident services that help ensure a 
comfortable stay.

Total Gross
Floor Area

Number 
of Units

Parking 
Spaces

Year 
Completed/
Renovated

691,546 sq.ft.

345

436

1985/2002

LEIGHTON CENTRE  77 Leighton Road, Causeway Bay

This offi ce and retail complex enjoys close proximity to all forms of public 
transport. Its central location in the Causeway Bay area makes it a much 
sought-after location for many professional practices.

LEE THEATRE PLAZA  99 Percival Street, Causeway Bay

Like its predecessor, Lee Theatre, the Lee Theatre Plaza is a Hong 
Kong landmark, being one of the city’s best known shopping and dining 
complexes, housing many of the world's most famous lifestyle brands 
and restaurants.

500 HENNESSY ROAD  Causeway Bay

Under redevelopment.

500 Hennessy Road

Lee 
Theatre 
Plaza

Leighton 
Centre

One Hysan 
Avenue

The Lee 
Gardens

Sunning 
Plaza

Sunning 
Court

Lee 
Gardens 
Two

AIA 
Plaza

111 
Leighton 
Road

Bamboo 
Grove

Mid-Levels




