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MATERIAL ACQUISITION DURING THE
PERIOD UNDER REVIEW

On 8 March 2005, the Group acquired two land sites located in
Beijing with a gross floor area (“"GFA”") of approximately 202,700
square meters for an aggregate consideration of approximately
RMB5 11 million (equivalent to approximately HK$482 million) in
order to enrich the Group's landbank thereof.

FINANCIAL REVIEW

Performance
Turnover

Following the adoption of the new applicable accounting standards
for the period under review, revenue from sales of properties was
recognized only after the completion and delivery of the relevant
properties to buyers. On this new basis of revenue recognition,
turnover recorded a slight increase of 4.5% to HK$1,587 million
(2004: HK$ 1,520 million (restated)) reflecting an increase in the
average unit-selling price of the properties delivered by 12.5% to
HK$5,569 per square meter (2004: HK$4,946 per square meter).
The increase was mainly attributable to (1) the general improvement
of the PRC property market in 2004 and (2) a higher, on average,
unit-selling price for the Beijing Regal Court properties.

Sales volume, in terms of GFA delivered, dropped by 6% to 292,214
square meters (2004: 312,163 square meters). This was caused by
the completion and delivery of a small number of properties for the
period under review with sales comprised the remaining flow of
inventories from existing development projects, such as Huajing
New City and Gallopade Park South Court in Guangzhou.

The turnover was, however, exclusive of the sales revenue
amounting to HK$355 million (2004: HK$342 million (restated))
achieved by Regal Riviera, operated by a jointly controlled entity in
which the Group has a 40% interest.

Gross profit

In the first half of 2005, the Group’s gross profit grew 68% to 38%
of turnover (2004: 24% of turnover) and reached HK$601 million
(2004: HK$357 million (restated)). The improvement was due to
higher selling prices and tighter control on construction costs of
several project developments located in Guangzhou.

Operating expenses

The management continues its effort in striving for enhancement of
cost controls and operation efficiency. Operating expenses, including
selling, marketing, general and administrative expenses, increased by
16% to HK$174 million as compared to HK$I51 million in the
same period last year. The increase was mainly attributable to (i)
the preliminary expenses written off for the hotel operations in
Beijing and Shanghai and a greater amount expended for the increase

in marketing and advertising expenses in Tianjin and Shanghai.
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Other gains

Included in other gains is the recognition of excess of acquirer’s
interest over cost of HK$ 1 14.5 million realized from the completion
of the Group's acquisition of a 29.5% equity interest in Guangdong
Zhujiang Qiaodao Real Estate Limited, the project company of Regal
Riviera, from Guangdong Zhujiang Investment Company Limited
during the period under review.

Finance costs

For the six months ended 30 June 2005, the amount of interest
incurred before capitalization increased to HK$ I | .1 million (2004:
HK$94.8 million), representing a rise of HK$16.3 million (or 17%).
This was mainly due to an increased level of bank borrowings raised
to finance the development of existing projects and the investment

in new projects.

Results

Profit attributable to shareholders for the first half of 2005 amounted
to HK$397 million. Underlying net profit, excluding the negative
goodwill of HK$ 1 14.5 million arising from the acquisition of a 29.5%
equity interest in Regal Riviera and the effect of revaluation gain of
investment properties of HK$12.9 million, was up 100% to HK$270
million (2004: HK$ I35 million (restated)). The increase was primarily
contributed by the improvement in gross margin and profitability.
Underlying earnings per share for the period correspondingly rose
by 208% to HK$0.40 per share.

Financial Position

The Group’s current ratio as at 30 June 2005 was |.1 1, which was
comparable to that of 1.06 as at 3|1 December 2004.

As at 30 June 2005, total assets of the Group amounted to
HK$15,960 million (31 December 2004: HK$14,100 million
(restated)) whereas total liabilities (excluding minority interests)
amounted to HK$12,144 million (31 December 2004: HK$ 10,771
million (restated)). The increase in total assets has resulted from
the increase in investment in construction work-in-progress of

development projects located in Tianjin and Beijing.

Liquidity and Financial Resources

The Group derived its source of fund primarily from income
generated from business operations and bank borrowings which
were, in turn, used to finance its business operations and investments

in development projects.
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As at 30 June 2005, the Group's liability-to-asset ratio (i.e. the ratio
between total liabilities and total assets, excluding minority interests)
was 76% (31 December 2004: 76% (restated)). The net debt-to-
equity ratio (i.e. total debt less cash and bank deposits over
shareholders’ equity) was |14% (31 December 2004: [12%
(restated)).

As at 30 June 2005, the Group had cash and short-term bank
deposits amounted to HK$745 million (31 December 2004: HK$737
million), of which HK$287 million (31 December 2004: HK$259
million) were pledged as collateral for the Group's banking facilities.
98.7% of the cash and bank deposits was denominated in Renminbi,
0.9% in Hong Kong dollars and 0.4% in United States dollars.

Total borrowings from banks amounted to HK$4,002 million as at
30 June 2005, representing an increase of 14% or HK$496 million
when compared to the balance as at 3|1 December 2004. Gearing
ratio, measured by net bank borrowings as a percentage of
shareholders’ equity, increased from 83% (restated) as at 31
December 2004 to 85% as at 30 June 2005.

Substantially all of the Group'’s bank borrowings were denominated

in Renminbi with fixed interest rates.

The Group’s bank borrowings as at 30 June 2005 were all secured

with a repayment profile as follows:

R=-ZZRF R_ZTZME
AA=t+H +=ZA=+—H
As at As at 31

(B &% Tat) (HK$ million) 30 June 2005 December 2004
—F A Within | year 2,090 52.2% 1,958 55.9%
—FRERMENRN After | year but within 2 years 1,362 34.0% 878 25.0%
MEERER=ZFNRN After 2 years but within 3 years 550 13.8% 670 19.1%
RITERERE Total bank borrowings 4,002 100% 3,506 100%
W ROEFEREBES Less: Bank deposits and cash (745) (737)
RITEFER Net bank borrowings 3,257 2,769

RITEEEM - DEBERMNAR X
SNERFTER ©

The increase in bank borrowings was caused by the additional loans
drawn down to finance the development of new projects.
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As at 30 June 2005, the Group’s banking facilities amounted to
approximately HK$4,002 million (31 December 2004: HK$3,506
million), of which HK$4,002 million (31 December 2004: HK$3,506
million) were utilized for short-term and long-term bank loans.

Charge on Assets

As at 30 June 2005, certain assets of the Group with an aggregate
carrying value of HK$4,320 million (31 December 2004: HK$3,564
million (restated)) were pledged with banks for loan facilities used

by subsidiaries and a jointly controlled entity.

Contingent Liabilities

As at 30 June 2005, the Group provided guarantees to banks for:
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Capital Commitments

The Group's capital commitments in respect of land and property
construction costs and capital contribution to a jointly controlled
entity, amounted to HK$23,009 million as at 30 June 2005 (31
December 2004: HK$23,264 million) as compared with HK$ 1,849
million (31 December 2004: HK$ 1,682 million) which was recorded
on the accounts as at 30 June 2005. Out of the total capital
commitments of the Group, HK$5,598 million (2004: HK$3,801
million) was mainly related to contracted obligations of the Group
for future development costs and expenditures to be incurred on
various projects of the Group in the short to medium term with the
remaining amount of HK$17,411 million (2004: HK$ 19,463 million)
being related to future development expenditures approved by the
Directors but not contracted for as at 30 June 2005. With the
continuous cash inflow from property sales, the committed banking
facilities, the cash in hand and the newly raised share proceeds from
the strategic investors (see below), the Group should be in an
adequate liquidity position to meet these on-going capital

commitments by stages.
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Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and
funding policies, with a focus on risk management and transactions
that are directly related to the underlying business of the Group.

Subsequent Placement of Shares to Strategic Investors

On 9 August 2005, the Company entered into a subscription
agreement with each of two strategic investors, Aranda Investments
Pte Ltd. (“Aranda”), a wholly-owned subsidiary of Temasek Holdings
(Private) Limited and Tiger Global L.P. (“Tiger"), a fund managed by
Tiger Global Management, LLC. Pursuant to the subscription
agreements, the Company has agreed to issue and each of Aranda
and Tiger has respectively agreed to subscribe for 100,300,000 new
shares (i.e. 200,600,000 new shares in aggregate) at HK$4.875 per
share. The net proceeds of such placement of shares of
approximately HK$957 million will be used for repayment of a
portion of the Group’s existing debt, general working capital and
expansion of the PRC property business. The placement of the new
shares to Aranda and Tiger was completed on 24 August 2005 and
the management considers the receipt of the subscription proceeds
will improve the financial position of the Group. The effect of the
placement of Shares is illustrated by the pro-forma financial ratios
of the Group as of 30 June 2005 as presented below:—
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Pro-forma

Actual ratios ratios

as at 30 as at 30

B 75 b Financial ratios June 2005 June 2005
BERERILE Debt-to-equity ratio 133% 107%
BEFEEAELE Net debt to equity ratio 114% 71%
FIRITIEE RS X Net bank borrowings to equity ratio 85% 48%




