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PERFORMANCE

In 2004, the Group continued to implement appropriate sales and
marketing strategies to minimize the impact of rise in costs and to pursue
satisfactory sales performance. As a result, the Group secured a
commendable growth in sales volume and unit prices for properties sold
in Guangzhou and Beijing. Together with the well market response
received from the pre-sale of properties launched for the first time in
Shanghai and Tianjin, a second successive record-breaking turnover was
achieved for the year ended 31st December 2004, which increased 34%
from HK$3,326 million to HK$4,450 million as compared to the previous
year. Turnover does not include the sales from a jointly controlled entity,
in which the Group has a 40% interest. The volume of sales recorded by
the jointly controlled entity for 2004 amounted to HK$824 million (2003:
HK$625 million) representing an increase of 32% on the prior year.

Sales in Guangzhou experienced healthy growth amid continuing recovery
of the real estate market. Unit selling prices of the Group’s properties
sold in Guangzhou increased by 17% when compared to the previous
year, while the sales volume, inclusive of Regal Riviera, decreased slightly
by 0.3% from 543,078 sq.m. (4,543 units) to 541,491 sq.m. (4,532
units). The Group's major development projects, including Huanan New
City, Pleasant View Garden and Huajing New City reported encouraging
results, and the new development project, Regal Palace, was also well
accepted by the market.

Sales in Beijing were on the rise with Beijing Regal Court remaining to be
the top profit contributor within the Group in 2004. In terms of sales volume,
an increase of 55% from 149,725 sq.m. (1,106 units) to 232,417 sg.m.
(1,563 units) on the prior year was recorded. Brand-name recognition, to
some extent, helped uphold unit selling prices of the Group’s properties sold
there which were up by 15% as compared with 2003.

Pre-sale of the Group's property projects in Shanghai and Tianjin
commenced in the second half of 2004. Amide favourable market
conditions, both projects performed reasonably well, with 45,204 sg.m.
(269 units) sold for Shanghai and 75,690 sg.m. (297 units) for Tianjin.

In 2004, the Group made some hefty improvements over its gross profit
to turnover ratio from 27% in 2003 to 32%, and direct cost to revenue
ratio from 73% in 2003 to 68%. A general increase in selling prices of
properties sold, coupled with a significant portion of turnover from high-
end properties which commanded higher gross profit margins, mitigated
the effect of a mild increase in construction costs and a greater amount
of interest charges capitalized from bank borrowings raised to finance
the development of projects.
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Despite a general increase in business activities during 2004, operating
expenses were well contained. In absolute terms, general and
administrative expenses increased by 23% from HK$140 million to
HK$172 million when compared to the previous year. This was mainly
attributed to a general increase in staff costs and other general expenses
consequent upon the commencement of pre-sale in Shanghai and Tianjin.
However, the expenses when expressed as a percentage of turnover fell
from 4.2% in 2003 to 3.9% in 2004.

Continuous efforts made to control selling and marketing expenses
showed results. While the amounts expended increased by 8.7% from
HK$231 million in 2003 to HK$251 million in 2004, due primarily to the
increase in turnover, the expenses expressed as a ratio of turnover
decreased significantly from 7% to 5.6% when compared with the
previous year.

During the year, the Group incurred interest expenses before capitalization
totalling HK$205 million (2003: HK$164 million). The increase was caused
by the rise in interest rates and bank borrowings. The average interest
rate of borrowing costs incurred for 2004 was approximately 5.7% per
annum (2003: 5.6% per annum).

RESULTS

The Group's expansion strategy began to deliver results which contributed
to the surge in profit attributable to shareholders for the year 2004 to
HK$611 million, being the highest number in the Group’s history, and
representing an increase of 94% as compared with HK$315 million for
2003.

PROFITABILITY

Return on equity, computed as a ratio of earnings before interest and tax
over shareholders' equity, increased from 30% in 2003 to 43% in 2004.

Profit from operations covered 5.4 times of the interest expenses before
capitalization, compared to 3.2 times for the previous year.

SEGMENT INFORMATION

In 2004, the Group enjoyed a good geographical spread with Guangzhou
being the major profit contributor to the Group (54%) and followed by
Beijing (33%). New property developments in Shanghai and Tianjin trailed
along and contributed 7% and 6%, respectively. For 2005, with full year
results from Shanghai and Tianjin to take account, a greater percentage
of contributions from areas outside Guangzhou is expected.

For the year 2004, 97% (2003 - 97%) of the Group’s turnover was
derived from the property development business which will remain its
core activity and principal revenue contributor.
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FINANCIAL POSITION

As at 31st December 2004, total assets of the Group amounted to
HK$12,815 million and its total liabilities (excluding minority interests)
amounted to HK$9,442 million, representing an increase of HK$2,471
million and HK$2,315 million respectively on the previous year. Total
assets increased mainly due to the additions of (1) properties under
development and (2) hotels under construction, classified as fixed assets,
notably from projects in Beijing, Shanghai and Tianjin. Aligned with this,
total liabilities also increased, primarily due to the existence of (1)
additional borrowings obtained to finance development projects and (2)
a significant increase in deferred income relating to proceeds received
from pre-sale properties not yet recognized as turnover on account of
limitations confined by construction progress.

Current ratio decreased slightly from 1.28 at last year end to 1.23 this
year. Shareholders’ equity increased to HK$3,253 million at 31st
December 2004 from HK$2,694 million at 31st December 2003, due
mainly to the contribution from the current year’s profit attributable to
shareholders.

As at 31st December 2004, the Group’s liability-to-asset ratio (i.e. the
ratio between total liabilities and total assets, excluding minority interests)
was 74% (2003: 69%). The net debt-to-equity ratio (i.e. total debt less
cash and bank deposits over shareholders’ equity) was 114% (2003:
105%).

CASHFLOW

In 2004, the Group's cashflow from operating activities was HK$902
million, representing an increase of HK$610 million over the previous
year. The improvement was primarily due to the net cash inflow generated
from the pre-sale of new development projects in Shanghai and Tianjin.

As at 31st December 2004, the Group has cash and short-term bank
deposits amounting to HK$737 million (2003: HK$660 million) of which
HK$150 million (2003: HK$256 million) was pledged as collateral for the
Group's banking facilities. In addition, the Group’s bank deposits of
approximately HK$108 million (2003: HK$53 million) were charged by
certain banks in respect of the processing of mortgage facilities granted by
the banks to the buyers of the Group’s properties. 98% of the cash and
bank deposits was denominated in Renminbi, 1% in Hong Kong dollars
and 1% in United States dollars.

LIABILITIES AND BORROWINGS

Total borrowings from banks amounted to HK$3,506 million (2003:
HK$3,046 million) representing an increase of 15% or HK$460 million
over the previous year. Gearing, measured by net bank borrowings (total
bank borrowings less cash and bank deposits) as a percentage of
shareholders’ equity, decreased from 89% last year to 85% this year.
The slight improvement in gearing ratio was mainly attributable to the
operating cash flows generated from new development projects in
Shanghai and Tianjin.
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Approximately 97% of the Group's bank borrowings was denominated
in Renminbi with fixed interest rates and approximately 2% was
denominated in United States dollars and 1% was denominated in Hong
Kong dollars with floating interest rates.

The bank borrowings as at 31st December 2004 were all secured with a
repayment profile as set out below:-
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As at As at
31st December 2004 31st December 2003
R-BZNF R-BE=%F

+t=ZA=t+-—-H +t=ZA=t-—H
(HK$ million) (U B BETE)
Within 1 year —F RN 1,958 55.8% 1,384 45.4%
After 1 year but within 2 years —EMF 878 25.0% 1,550 50.9%
After 2 years but within 3 years ME=4F 670 19.2% 112 3.7%
Total bank borrowings BIRITEE 3,506 3,046
Less: Bank deposits and cash o RITERERSE (737) (660)
Net bank borrowings FIRTEE 2,769 2,386

As at 31st December 2004, the Group had banking facilities of
approximately HK$3,506 million (2003: HK$3,046 million) for short-term
and long-term bank loans, which were fully utilized.

CHARGE ON ASSETS

As at 31st December 2004, certain assets of the Group with an aggregate
carrying value of HK$3,378 million (2003: HK$2,738 million) were pledged
with banks for loan facilities used by subsidiaries and a jointly controlled
entity.
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CONTINGENT LIABILITIES RREE 1
As at 31st December 2004, the Group provided guarantees to banks for:- RZEZTMF+= ﬁ T—H AEERUTE g
B mRITIRHER ;T;I#
ot
2004 2003 a
—gENFE  -TT=F i
HKS$ million HK$ million I.I
BEEET BEETL jﬁ
=
- mortgage facilities granted to buyers of the —HREENEEMECLER ﬂ
Group's properties RERBER 3,270 1,861 #
— loans borrowed by a jointly controlled entity ——HLRZFHEENEE - 94
— loans borrowed by related companies -MERAANEE 80 86
TOTAL Bt 3,350 2,041
CAPITAL COMMITMENTS BEREE
The Group's capital commitments in respect of land and property KEBPRIHRMERERARY —BERE
construction costs and capital contribution to a jointly controlled entity, %UEﬁ%fi§2ﬁ$7¥<%?%23,264,000 0005%73(_
amounted to HK$23,264 million (2003: HK$20,385 million) as compared TT =4 :20,385,000,000& ) - M-TTMEF
with HK$1,682 million (2003: HK$1,451 million) which was recorded on +ZA=1+—HEEBEEER A, 682 000,000/ 7T
the accounts as at 31st December 2004. Out of the total capital (ZET =4 :1,451,000,000/87T) - REFEAE
commitments of the Group, HK$3,801 million (2003: HK$2,431 million) REFEEH + 3,801,000,0008 T (Z T =4 :
was mainly related to contracted obligations of the Group for future 2,431,000,0008 L) T ZHAEERKREREEH
development costs and expenditures to be incurred on various projects of ZEFHNECREHETHALEEZETRIE
the Group in the short to medium term with the remaining amount of BREeESZRMX A - 885 19,463,000,000/%
HK$19,463 million (2003: HK$17,954 million) being related to future T(ZEE fi 17,954,000,000/ 70) RE=EE
development expenditures approved by the Directors but not contracted HAEBR_ZZMNF+_A=+—-BUERITHZ
for as at 31st December 2004. With continuous cash inflow from property *X?é)?&ﬁﬂfi”ﬁ@ﬁ HRYEHEREELRS
sales and the committed banking facilities coupled with the cash in hand, A MEEABZBAEERFERS &%
the Group is in an adequate liquidity position to meet these on-going BEGRARBESUEBNTRIBE ZFEE R
capital commitments by stages. o
TREASURY POLICIES AND CAPITAL STRUCTURE MEBRRRELES
The Group adopts a prudent approach with respect to treasury and AEEREMERERERNEBNERE  TH
funding policies, with a focus on risk management and transactions that AREBREEREAEE  ERNEBEEERE
are directly related to the underlying business of the Group. ZR5 o




