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| am exceptionally pleased to present this statement for
the nine-month period ended 30 September 2005 to our
shareholders for the first time under the new company
name of Frasers Property (China) Limited for two reasons:
the Group realized a significant increase in its profit
attributable to shareholders of more than five times to
HK$94 million; and, more importantly, the Group took a
major strategic step towards realizing longer term growth
when the independent shareholders at the 15 September
2005 Special General Meeting voted overwhelmingly to
approve the connected transaction to acquire a controlling
54.78%-interest in Supreme Asia Investments Limited,
which holds an undeveloped residential site in Shanghai’s
Songjiang district.

The completion of that transaction has led to several
milestones, which collectively can be considered a
watershed in the recent history of the Group. The resultant
allotment and issue of about 1,725.5 million new shares
at HK19 cents each in the Company as consideration for
the acquisition has raised Singapore-based Fraser and
Neave (F&N) group’s shareholding in the Company to 55%,
up from an effective 27.6%. The change of name of the
Company with effect from 23 September 2005 and the
financial year-end to 30 September to co-terminate with
that of the F&N group reflected the Company’s new status
as a subsidiary within the larger F&N group.

Dr. Han Cheng Fong Chairman
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Charting a New Direction

The emergence of the F&N group as the controlling
shareholder is a welcome event and augurs well for the
future. | believe that the F&N group, now vested with
majority control, can provide considerable support to help
the Group realize its full potential. The just-acquired
Songjiang project marked the Group's entry into the much
sought-after real estate sector of Shanghai, the commercial
and financial hub of China, adding to our current presence
in the other gateway cities of Beijing, Dalian and Shenzhen.
The addition of Shanghai goes beyond just augmenting
our operating network. Having a presence in Shanghai
will enable the Group to participate in future investment
opportunities as this great historical city transforms itself
once again into a vibrant world-class metropolis.

The enlargement of the Company’s equity capital by
60.8%, raising the number of issued shares from about
2,836.2 million to 4,561.7 million to satisfy the acquisition
of Supreme Asia Investments Limited, has strengthened
the Group’s balance sheet and rendered it better
positioned financially and operationally to meet new
challenges as it seeks to secure its future prosperity.

Therefore, in many ways, the nine-month period ended
30 September 2005 has been a momentous time for the
Group. The period also marked the end of the massive
restructuring and repositioning exercise, which started in
2003 where non-core and non-performing assets and
activities were divested or ceased while higher yields were
aggressively extracted from core assets.

Financial Overview

With the turnover of HK$186 million, the Group achieved
a gross profit of HK$42 million for the nine months ended
30 September 2005 versus the restated gross profit of
HK$32 million for the twelve months ended 31 December
2004. The profit attributable to the shareholders of the
Company for the period under review was HK$94 million
(including an excess of fair value of net assets acquired
over the cost of acquisition of HK$49 million arising from
the new shares issued in relation to the acquisition of the
Songjiang property) compared with the restated HK$14
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million for the twelve months ended 31 December 2004.
The basic earnings per share for the nine-month period
was HK3.23 cents (based on the weighted average number
of issued shares) — representing more than a six-fold
increase over the HK0.51 cent realized for the year ended
31 December 2004.

This set of results for the nine months ended 30 September
2005 has shown the positive effects of our business
restructuring and reallocation of financial resources realized
from divestments into value-accretive investments and the
focus on proper execution and financial discipline. Despite
the sharp 66% drop in the turnover from HK$547 million
realized in the twelve months ended 31 December 2004
to HK$186 million for the nine months ended 30
September 2005, the Group was able to improve the profit
attributable to shareholders, which was aided by the
reduction in direct operating expenses (with gross profit
margins rising from 5.8% to 22.4%) as well as in
administrative expenses, from a total of about HK$103
million to HK$54 million.

Review of Operations

With the completion of the divestment of all major non-
core and non-performing assets, the Group’s core business
has now become exclusively property development,
investment and management during the period under
review. With all development projects completed, the
foremost priority was to grow recurring income from
trading and investment properties while managing costs
to realize higher operational efficiency. Consistent with
the strategy, the construction of the first of two parts of
phase 2 of Vision Shenzhen Business Park started in March
2005. When construction is completed in January 2006,
Vision Shenzhen Business Park will add another 45,500
sm to yield recurring rental income, expanding the Group's
existing portfolio of about 55,000 sm of business park
office space. Similarly, to boost future income from trading
profits, the Group acquired the controlling interest in the
over 71-hectare development site located in Shanghai’s
Songjiang district for a total consideration of about
HK$328 million, which was satisfied by the issue of new
shares in the Company.
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During the nine months ended 30 September 2005, the
single-minded focus was the optimization of resources and
the streamlining of operations and organizational processes
so as to improve the performance of our existing assets,
comprising two residential development projects held for
sale and two business park office projects held for rental
income. Except for five apartments used temporarily to
accommodate recreational and convenience facilities, all
the other 783 apartments in the Scenic Place (phase 1)
development had been sold as at 30 September 2005.
The remaining apartments will be offered for sale as soon
as the facilities therein can be relocated.

The government measures introduced in the second quarter
of 2005 to crack down on speculation and the escalation
of residential property prices adversely affected the sale
of apartments at our upmarket residential project, The
Ninth ZhongShan in Dalian. As at 30 September 2005,
216 apartments out of the total of 439 (or about 49%)
had been sold. We expect that buyers will soon regain
confidence and interest in this project, given its prime
location, quality construction and the added attraction of
a well-equipped and professionally-managed clubhouse.

The provision of a high-quality physical environment and
value-added services to all our tenants at our two business
park office buildings, Vision Shenzhen Business Park (phase
1) and Vision International Centre in Beijing, has been
instrumental in securing and retaining their high
occupancies. In this context, about 96% of the space at
Vision International Centre was already committed to
tenants as at 30 September 2005, barely a year after its
completion. Likewise, the business park in Shenzhen
continued to enjoy an average occupancy rate of about
95% during the period under review, despite facing stiff
competition from newer buildings.
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Moving Forward

With the construction of the first of the two parts of
phase 2 of Vision Shenzhen Business Park expected to be
completed and ready for occupation by early 2006, we
have already commenced the development process of the
second part, which will comprise three office blocks and a
multi-storey car-park building, with a combined gross floor
area of about 75,500 sm. The Group hopes to procure
the necessary permits and approvals for the
commencement of construction by early 2006, subject to
favorable market conditions.

Concurrently, we are reviewing the master plan concept
and the development parameters of the last land parcel
of the Shenzhen site — referred to as phase 3 — which
occupies 254,000 sm, with a developable gross floor area
of over 400,000 sm. This is a mega development and
careful planning and execution will be necessary to ensure
success while enhancing Shenzhen’s position as a economic
powerhouse of the 21st century within the fast-developing
Pearl River Delta region. To achieve this vision, the Group
has commenced discussions with the Shenzhen authorities
on the master plan and we are hopeful that such dialogue
will conclude with an acceptable solution for this exciting
development to proceed, including a possible extension
of the existing construction deadline to beyond 31
December 2005. The Group remains fully committed to
develop the whole of the Shenzhen site and will accelerate
the pace of development to the extent permitted by market
conditions to catch up on missed deadlines.

Despite intensive efforts and protracted negotiations, we
have been unable to resolve the problems afflicting the
Scenic Place (phase 2) site in Beijing since the development
process had to be halted in August 2004. However, steps
have been taken to protect the Group’s interests in the
property, especially the advance payments made under
the agreements entered into as far back as 1998. We will
continue to seek all practical alternatives with the view to
reaching an optimal outcome from this unfortunate
position. Based on the recent initiatives made and
consequential responses received, we are hopeful that an
acceptable settlement can be reached within the next few
months.
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The Group is now involved in the development planning
process of the Songjiang site in collaboration with the
F&N group subsidiary which holds the remaining 45.22%-
interest. Located some 39 km away from downtown
Shanghai, this site will be developed in about six phases
into a high quality project comprising apartments,
townhouses and villas. The development of the first phase
of about 288 housing units is expected to start in the
second half of 2006. When fully completed in about 2010,
this whole project will have a gross floor area of over
800,000 sm. This maiden joint venture may pave the way
for the Group to collaborate and cooperate with the F&N
group to undertake similar large-scale projects in future.

Looking Ahead

With the restructuring and repositioning process completed
and the recent acquisition of the Songjiang project, | am
heartened that the Group is now in a better shape to
secure a viable future in the competitive real estate sector
in mainland China and Hong Kong. The Group has
emerged from the recent events transformed and ready
to meet the challenges that lie ahead. Although much
hard work is still awaiting to be done, | am confident that
the Group is now on the right track to secure long term
profitability by seeking out new investments to grow
organically. We are also willing to consider suitable merger
and acquisition opportunities if they can expedite the pace
of profitable growth.

The Group will strengthen its business development
activities to seek out new investments in China, especially
in cities where the Group already has a presence and a
platform to build upon existing relationships with strategic
partners, service providers and relevant government bodies.
However, where suitable opportunities can be identified,
we will invest in other cities, including those in inland
China and are experiencing rapid economic growth and
urban redevelopment. In this connection, we are having
ongoing discussions with the Tsinghua Science Park group,
our valued partner in the successful development of Vision
International Centre, to deepen our cooperation in new
investments and businesses. We are also looking to
collaborate with our controlling shareholder, the F&N
group, to tap into their wide range of business activities
in China. With their strengths and expertise in all the
major property segments, we are confident of generating
a proprietary deal-flow of opportunities for the Group.
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With China as one of the world’s fastest growing
economies, | believe the Group’s focus to invest there is
the right strategy. The future is both exciting and
challenging. While we pursue the opportunities, we must
remain vigilant to the risk and uncertainty inherent in the
fast-changing market place and be guided by prudent
commercial principles that aim to deliver an appropriate
risk-adjusted return.

Corporate Governance

We firmly believe that a genuine commitment to good
corporate conduct and governance is essential to the
sustainability of the Group’s business and performance.
The Group monitors developments in governance practices
both in Hong Kong and abroad and reviews the Group’s
policies regularly with the view to enhance the governance
process. Where appropriate to safeguard the interests of
the shareholders, lenders and other stakeholders, we will
go beyond regulatory compliance and be driven by
principles rather than form.

An effective and robust board of directors whose members
are engaged in open and constructive debate and always
ready to challenge management on its assumptions and
proposals is fundamental to good corporate governance.
In this context, | am particularly proud that all our directors
have discharged their duties diligently and to the highest
professional standards.

In pursuit of building our business and growth in China,
we face various difficulties and uncertainties. It is therefore
imperative to strengthen the internal control processes as
we expand our activities to maintain a high standard of
business ethics and conduct. During the year, the Group
refreshed operating rules and guidelines and launched the
“whistle-blower protection policy” to institutionalize a
well-defined process in which all employees can report in
confidence possible improprieties which may cause
damage, financial or otherwise, to the Group or damage
to its reputation.
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Acknowledgement

| recently completed my second year as Chairman of the
Board and must thank all my fellow directors for the total
support and wise counsel they had so graciously accorded
me. They have shared my responsibilities and eased the
burden of the office, especially during this eventful year
in which strategic decisions had to be made and plans
executed. Individually and collectively, the directors have
brought their considerable expertise and experience to
bear on our decision-making deliberations and | am
confident that they will continue to make invaluable
contributions in the stewardship of the Group in the years
ahead.

| regret to advise that Mr. Lew Syn Pau, who retires as a
director by rotation at the Company’s Annual General
Meeting on 16 January 2006 and is eligible for re-election,
has decided not to offer himself for reappointment so
that he can devote more time to his other commitments.
Mr. Lew was appointed to the Board on 20 March 2002
and has served as a member of the Executive Committee
and Remuneration Committee. On behalf of the Board, |
thank him for his invaluable contributions during his tenure
of office and wish him success in his future endeavours.

The employees have responded positively to the multitude
of changes implemented during 2005. It is their combined
dedication and skills that have enabled the Group to
achieve the improved results and better meet the
challenges faced. | look forward to their continued
commitment. | must add my appreciation to the
shareholders, customers, bankers and business partners
for their trust and unstinting support.

M&»DM

Dr. Han Cheng Fong
Chairman

Hong Kong, 27 October 2005
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