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Review of Property Development Businesses in 2005

In 2005, in view of the adverse market condition under the macro-
economic austerity measures, the Group speeded up sales of end-user
focused low density projects in the suburban areas of Beijing and
office properties that were relatively unaffected by the austerity
measures. At the same time, although the property market in Shanghai
was greatly affected by the macro-economic austerity measures, sales
of phase 1 of The Bund Side Project of the Group, which was launched
at the end of September last year, still recorded better performance
than competing projects in the region. In addition, sales of new projects
of the Group in the second tier cities such as Chengdu, Wuhan and
Hefei in the second half of the last year also achieved satisfactory
results. Consequently, last year’s sales performance of the Group was
still good despite the unfavourable macro backdrop. At the end of
December, properties sales of the Group amounted to RMB3.16 billion,
representing an increase of 38.7% year on year. And the corresponding
sales areas increased by 14.8% year on year to 421,779 square metres.
These provided a solid foundation for future profit booking for the

Group. Detailed sales breakdown of the cities are as follows:

EREeH SHE @M
Contract Value Sales Area
AR 000 % 7k %
RMB’000 % Square Metres %

LF Beijing 2,102,440 67% 235,940 56%
Lk Shanghai 283,523 9% 15,360 4%
ARAR Chengdu 543,236 17% 119,606 28%
e Wuhan 108,288 3% 24,043 6%
I Hefei 119,859 4% 26,830 6%
st Total 3,157,346 100% 421,779 100%

—ERAF RS
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In Beijing, the Phoenix City Project, a high density residential
project in the urban area, recorded a total contract value of RMB700
million. Although sales of Phase 2 of the Phoenix City Project
suffered higher impact by the macro-economic austerity measures,
its sales still reached RMB630 million last year, thanks to various
sales strategies including the expansion of overseas sales channels.
In addition, internal sales for Phase 3 of the same project, organized
in last December, registered sales of over RMB70 million. The total
annual sales of the La Firenze Project, a low density residential
project in the suburb, were RMB539 million. Fortune Island, the
fifth phase of the La Firenze Project, was launched right after the
introduction of the macro-economic austerity measures in May last
year. Encouragingly, since the project mainly targeted at end users,
sales reached RMB401 million and the average selling price was
higher than those of the earlier phases of La Firenze. The Group
also actively promoted office projects during the year and
successfully pre-sold two buildings of Phoenix Plaza (40,000 square
metres in total) to a big customer in China. At the same time, the
Group sold three office buildings of Grand Constellation last year,
with the remaining two buildings of the project also disposed in

early this year.

In Shanghai, the first batch of phase 1 of The Bund Side Project of
the Group, comprising three buildings, was put up for sale at the
end of September last year. In spite of the adverse influence of the
macro-economic austerity measures on the property market in the
region, the Group still managed to sell 114 units (15,360 square
metes in total) out of 222 units by the end of the year, translating
into a sale ratio of 51.4%, thanks to a loyal customer base and the
highly appraised product quality. By the end of February 2006, the
Group has already sold 129 units in total and the sale ratio was 58.1%.
According to the data provided by The Shanghai City Property
Transactions Centre, the sale ratio of this project was the best in the
proximity. In addition, the entire construction site for The Bund Side
Phase 1 was cleared. The site for phase 2 of the project has also been
cleared by 85.2% and resettlement is expected to be completed in 2006.
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In Chengdu, Jade City Project Phase 2, which has an area of 168,000
square metres comprising 1,138 units (including 11 houses) obtained
its sale permits in August and October last year. Although the average
selling price was raised by 38.5% over that of Phase 1, by leveraging
on the established brand name of the previous phase and by employing
successful sale strategies, approximately 80% of the 324 units of the
phase 2 was sold in the initial launch in August. The two subsequent
add-on launches also saw overwhelming market responses. By the
end of last year, 71% of the saleable area was sold (the Group reserved
part of the project for sale later this year). The corresponding portion
of the project that will be booked in 2006 (100,777 square metres in
total) was completely sold out.

In Wuhan, the first batch of the three buildings of Phoenix City Project
Phase 1 with an area of 39,390 square metres comprising 316 units
were put up for sale in the middle of last November. Through
transplanting the Group’s matured product design in high density
urban projects, it took the Group only 14 months from the purchase
of the land to kick-off pre-selling the project. Thanks to the creative
concept of building the sales hall into an art gallery, the Group sold
over 189 units of the first batch by the end of last year, representing
61% of the saleable area. The second batch of Phoenix City Project
Phase 1 with a total area of 40,365 square metres comprising 318
units will be launched in May 2006. The total area of 79,755 square
metres of phase 1 of the Wuhan Phoenix City Project is expected to be
sold out within this year.

In Hefei, the French Annecy Project experienced high construction
efficiency through transplanting the Group’s matured product design
in low density suburban projects. Its average selling price also fetched
a premium by taking full advantage of the beautiful surrounding
environment of the site. In early December last year, the Group
launched 220 units from phase 1 of the project, with a total area of
34,571 square metres, and 163 units were sold in the first day. The
project recorded the highest contract value in the first day of project
launch in the city since the introduction of the macro-economic
austerity measures. And with an average selling price of RMB4,450
per square metres, French Annecy was also the most expensive
mid-rise property project in Hefei. By the end of last year, 190
units were sold, representing 77.6% of the total saleable area. Phase
2 of the project with an area of about 54,400 square metres is
expected to be launched this May and October.

—RE AR
Annual Report 2005
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# The table below shows the details of the Group’s property sales last
year:
—RE5H —RERE
mHEL B A FHER
“aH GFA Average
PR Expected ARHAR Sold in Price in
Location  Completion Date Usage 2005 2005
(7 &) (FF &) R/ R R)
Sqm Sqm RMB/Sqm

BRxEE La Firenze Phase 1 Elov 3 [ KEEAEE 9,568 6,392
Beijing Completed Low Density Res
HEM=H La Firenze Phase 2 Elvd LEL K% EAEE 14,030 5,472
Beijing Completed Low Density Res
BRG Fortune Island £l 3 —RENET KB EAEE 59,131 6,786
Beijing Mid 2006 Low Density Res
AR =H Phoenix City Phase 2 Elvd exL BB EAEE 51,829 12,147
Beijing Completed High Density Res
TR = Phoenix City Phase 3 X7 ZEEXER/ BEEAEE 5,136 13,988
Beijing —RERLE High Density Res
End 2006 / 2007
BURE b Phoenix Plaza B3 eSS 93174 LN 9873 40,000 T il A
Beijing —RENE Office / Hotel N/A
2007/ 2008
B2 B Grand Constellation w7 [ o 2 16,219 iR
Beijing Completed Office / Hotel N/A
Wk 3 Top Box Ely:3 exL B 6,443 9,145
Beijing Completed Office / Res
LEEE Other Residential -3 [ EE 28,296 N/A
Beijing Completed Res
1% %35 Car Park Ely:3 exL 13 35 5,288 4,767
Beijing Completed Car Park
B VAR The Bund Side 1 Ei& —RENFR BEREEE 15,360 18,458
Shanghai End 2006 High Density Res
A 35 k= Chengdu Jade City Phase 2 A ZEEXER/ K% EAEE 118,673 4,555
Chengdu —RRLH Low Density Res
End 2006/ 2007
e d g Car Park ARAR eEL 1 35 933 2,824
Chengdu Completed Car Park
Rk R R — A Wuhan Phoenix City Phase 1 Kk ZRENFR BEEAEE 24,043 4,504
Wuhan End 2006 High Density Res
WS — A Hefei French Annecy Phase 1 Ak —REXFR KB EAEE 26,830 4,467
Hefei End 2006 Low Density Res
o Total 421,779

—EREFEFR
Annual Report 2005
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Information of the Projects Completed in 2005
Details of the breakdown in turnover and the booking of individual

projects in 2005 are listed below:

BRE-_EZZST AR R B AL
Year Ended 31 Dec 2005 (HK$ '000) GFA Turnover
(-F7 &) (%'000)
Sqm HK$'000

|
AR E La Firenze 1 11,689 69,504
HEm =M La Firenze 2 58,715 339,390
k3 Top Box 6,443 54,160
R E E Grand Constellation 33,957 533,956
R k=2 Phoenix City 2 102,610 1,109,559
EFHBEAEE G Beijing Subtotal 205,238 2,067,754
PRAR 3 R — Chengdu Jade City Phase 1 122,503 389,586
Elo ¥4 Beijing Car Park 13,993 61,058
PRAR A Chengdu Car Park 10,676 28,869
R EAL PN Rental Income from Beijing N/A 68,101
Bl -2 R PN Property Management and Related Services Income from Beijing N/A 91,519
H3 Total 352,409 2,706,886
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Review on Property Investment Businesses in 2005

The Group’s rental property portfolio expanded substantially in 2005
after acquiring CRH’s premier quality investment properties in
Beijing, Shanghai and Shenzhen. Total book value of the Group’s
investment properties substantially increased to HK$6.97 billion by
the end of 2005. Meanwhile, the corresponding attributable gross
floor area also expanded significantly to 539,530 square metres by
the end of 2005 from 133,442 square metres a year ago. In addition
to that, Shenzhen City Crossing Phase 2, which has an area of
approximately 153,000 square metres including The Grand Hyatt
Hotel, is under construction and is scheduled to complete in 2008.

Apart from the substantial expansion in its investment property
portfolio, it is particularly important that all of the projects acquired
by the Group from the parent are high quality properties situated
in premium locations in first tier cities in the PRC with nearly full
occupancy. Management believes that the properties have a huge
capital appreciation potential in the long run, while they will also
contribute considerable and stable rental income in the short term.

—RE AR
Annual Report 2005
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The following table sets out the operating performance of the
Group’s key rental properties during last year. As the acquisition of
Beijing China Resources Building, Shanghai China Resources Time
Square and Shenzhen City Crossing Phase 1 were completed at the
end of last year, their operating results were not included in the
consolidated profit and loss account but their corresponding assets
and liabilities are fully reflected in the balance sheet of the Group
as of the end of 2005.

SR A A
BER Year-end
Turnover * Occupancy Rate

PR AL P & Not included in FY05 Accounts
El 3PS Beijing China Resources Building 111,232 93%
Lo ENRR RS Shanghai China Resources Times Square 92,737 2 FHIT%
Office Building 97%
7 3587%
Shopping Mall 87%
Y EM P —H Shenzhen City Crossing Phase 1 247,346 24 X L98%
Office Building 98%
5 5mI7%
The MIXc 97%
PR AL & Included in FY05 Accounts
LR 0 B ALK 3 Xidan Cultural Centre 34,424 95%
Bl i B3 SN Other Rental Income from Beijing 33,677 70%
3t Total Rental Income 519,121

* BEBOERHES T PR LR AYE
%AT@%%~¢Q$&¢MO

—EREFEFR
Annual Report 2005

* Included property management fee income, if any. Excluded
Huawei Centre.
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as follow:

E S
Property Name

AER
A& & pa 9]
Interest

WA & AT
Total

GFA

(sq m)

BT 46 Ml & A%
Attributable
GFA

(sq m)

The details of the Group’s key investment properties in the PRC are

R Shenzhen Y| —H 100% 229,938 229,938
City Crossing Phase 1
BRI 100% 133,281 133,281 RE
The MIXc Retail
EEIES P 100% 40,990 40,990 =t 3
Office Office
1% 835 100% 55,667 55,667 15 %35
Car Park Car Park
I Shenzhen EEIES P 8 100% 13,789 13,789 B JE
Hua Rui Building (Hotel Kapok) Hotel
L Shanghai LR R 100% 97,139 97,139
CR Times Square
e 100% 51,190 51,190 RE
Mall Retail
B 100% 36,843 36,843 =t 3
Office Office
Elohal Beijing B3P § 100% 65,222 65,222 oy S
China Resources Building Office
% ¥ LA K 3 92% 36,184 33,253 s
Xidan Cultural Centre Retail
B E RT3 92% 20,032 18,409 s
Grand Constellation Shopping Area Retail
e 92% 10,803 9,928 s
U-Space Mall Retail
A8 W 4 92% 17,952 16,498 s
Jing Tong Shops Retail
F AR L 46% 54,214 24,911 X
Huawei Centre Res/Retail
Fd kL 15% 70,058 10,649 EE /ST
Huanan Building Retail/Office
&80 929% 21,538 19,793  RFH#EE
Others Office/Retail
Ak & A
Total 636,869 539,530
REYE
Retail 406,745 310,833
o 2
Office 152,853 152,059
* R OIELEZE T R EMF e =H153,000 * Excluding the 153,000 square metres of Shenzhen City Crossing

7 R A B R ¥6,752-F K o

Phase 2 under construction and the 6,752 square metres that are

self-occupied.

—RE AR
Annual Report 2005
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Land Bank

On 1st August 2005, The Group’s Beijing subsidiary participated in
an auction for a piece of land located at Qinghe, Beijing and secured
the right for development at a price of RMB2,565,000,000. The
project, now officially named as The Oak Bay, has a total saleable
area of over 800,000 square metres and will be mainly for residential
purpose (accounting for 73% of total saleable area), with ancillary
shopping malls and office buildings. The site is adjacent to the
high technology area of Beijing’s Zhongguancun, with many high-
qualification, high-income individuals there being regarded as the
potential customers of this project. The Oak Bay Project is expected
to be pre-sold in the second half of this year and be completed by
2010. Due to the huge scale of the project, the Group established a
joint venture with its controlling shareholder China Resources
(Holdings) Company Limited for joint development. The Group’s
Beijing subsidiary owns 51% of the joint venture, while the
remaining 49% is held by China Resources (Holdings) Company
Limited.

The Group’s current residential land bank amounts to a gross floor

area of 3.318 million square metres.

BRTHE THERHE A @A

W Pty under Property Total
Location Development GFA held for Sale GFA GFA
(sq m) (sq m) (sq m)

|

Jb K Beijing* 1,551,302 217,119 1,768,421
L& Shanghai 207,360 - 207,360
| Shenzhen 103,000 - 103,000
PRAR Chengdu 889,791 21,497 911,288
KiE Wuhan 125,807 - 125,807
o fe Hefei 202,870 - 202,870
EUE Total 3,080,130 238,616 3,318,746

* AEBEETIE LR EHILINZ HE -

—REAFEHFR
Annual Report 2005

* 91.9% effective ownership
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Borrowings and Financial Leverage

As of 31st December, 2005, the Group had consolidated borrowings
of HK$5.8 billion. Cash and bank balances were HK$2 billion
(HK$3.09 billion after adding the proceeds from the share placement
in January this year), of which, 98% were denominated in Renminbi
(61% after taken account of the proceeds from the share placing)
and the rest were in US and HK dollars. The Group’s net debt to
net equity ratio stood at 46.9% (29.5% after taken account of the

proceeds from the share placing).

Of the Group’s total borrowings, about 60.2% were denominated in
Renminbi, 3.8% in US dollars and 36.0% were in HK dollars.
Amongst the US dollar loans, US$65 million were hedged against
currency risk so as to control the downside risk of currency
fluctuation at a prudent level while leaving a certain degree of
upside potential.

As of 31st December, 2005, about 31.8% of the Group’s bank loans
were due within one year and the rest were long term in nature. All
of the loans which will be due in this year have been re-financed.

Although the interest rates for HK and US dollars loans rose during
last year, the Group managed to maintain its borrowing cost at low
levels by taking advantage of the divergence of interest rates between
HK and US dollars loans and by re-negotiating its Renminbi loans.
The Group’s current borrowing costs for the HK and US dollars
loans were less than 5% per annum and that for Renminbi loans
stood at 10% below the basis interest rate, which is the lowest level
allowed by relevant regulations. At the end of last year, the weighted

average interest rate of bank loans was around 4.94% per annum.

As of 31st December, 2005, approximately 10% of the Group’s loans
are based on fixed rate and the rest are on floating rate.

—RE AR
Annual Report 2005
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Exchange gain and loss

At the end of July last year, the People’s Bank of China altered the
RMB foreign exchange system. Since then, the exchange rates of
Renminbi have appreciated against US and HK dollars.

The exchange rates adopted by the Group in preparing the accounts
were RMB1 to HK$0.94 on 1st January, 2005 and RMB1 to HK$0.961
on 31st December 2005. The average exchange rate employed for
the year was RMB1 to HK$0.9495.

Since the funding of the Group’s PRC based subsidiaries included
certain foreign currencies (in the forms of bank loans and
shareholders’ loans from the Hong Kong listed headquarters of the
Group), the Group recorded an exchange gain of HK$70.1 million

(HK$34.4 million after deducting taxation and minority interest).

Employee and Compensation Policy

As of 31st December, 2005, the Group employed approximately 1,700
full time staff in Mainland China and Hong Kong (including its
The Group
remunerates its employees based on their performance, work

property management and agency subsidiaries).

experience and the prevailing market wage level. In addition,
performance bonuses are granted on a discretionary basis. Other
employee benefits include provident fund, insurance and medical
coverage as well as share option scheme.

By Order of the Board
Wang Yin
Managing Director

27th March, 2006
Hong Kong



