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INTERIM RESULTS

The board of directors (the “Board” or the “Directors”) of HKR
International Limited (the “Company”) is pleased to announce
the results of the Company and its subsidiaries (the “Group”) for
the six months ended 30 September 2006.

The Group’s unaudited consolidated profit attributable to
shareholders of the Company for the six months ended 30
September 2006 was HK$362.5 million, compared with HK$330.1
million for the corresponding period last year. Earnings per share
was HK26.85 cents, compared with HK28.35 cents for the

corresponding period last year.

INTERIM DIVIDEND

The Board has declared the payment of an interim dividend of
HK4 cents per share for the six months ended 30 September
2006 to shareholders whose names appear on the registers of
members of the Company on 4 January 2007. The interim
dividend will be paid on 15 January 2007. An interim dividend of
HK3 cents per share was paid to shareholders for the
corresponding period last year.

CLOSURE OF REGISTERS OF MEMBERS

The main and branch registers of members of the Company will
be closed from Tuesday, 2 January 2007 to Thursday, 4 January
2007 (both days inclusive), during which period no transfer of
shares will be registered. In order to qualify for the declared
interim dividend, all transfers of shares accompanied by the
relevant share certificates must be lodged with the Company’s
Hong Kong share registrars, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not
later than 4:00 p.m. on Friday, 29 December 2006.
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BUSINESS REVIEW

Hong Kong — Real Estate Development

Discovery Bay

Shielding away from the massive price-cut campaigns by
developers in the market, the successful sales launch of Phase
13, namely Chianti, achieved the sale of 41 units at an average
price of HK$6,477 per square foot (G.F.A.) during the period
under review. Up to the end of September 20086, a total of 231
units were sold since its first launch in November 2005. Launching
of the second batch of units is scheduled to commence in early
2007.

The renovation work in Discovery Bay Plaza to reposition it as a
new dining destination fashioned with various cuisines and styles
is near completion. For the six months under review, it maintained
an average occupancy rate of 80% in Discovery Bay Plaza. Upon
opening of new restaurants in the fourth quarter of 2006, it is
anticipated to boost rental value and drive up profitability with
an additional 12,000 square feet of lettable dining area. The Yi
Pak Bay development, under planning, is featured with a five-
star hotel, an up-market lifestyle commercial centre, recreational
facilities and more. The foundation construction of the hotel has
been completed while the superstructure work is anticipated to
start in early 2007. The opening of the hotel is targeted for early
2009.

The Group has also been working on enhancing communication
and providing quality services to the residents in Discovery Bay
by setting up a customer service unit in Discovery Bay to provide
one-stop customer service. The Discovery Bay’s club operations
showed moderate improvement in turnover during the period
under review. Patronages of both bus and ferry keep on increasing
steadily in line with the population.

The Group has a 50% interest in Discovery Bay.
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Tung Chung

During the period under review, the property market in Tung
Chung experienced serious price-cut sales of properties in the
district. In this connection, the sales launch of La Rossa
comprising a total of 783 units, inclusive of 24 duplex and
combined specialty units, has been re-scheduled to the end of
2006.

The Group has a 31% interest in the Tung Chung project.

Hong Kong — Real Estate Investment

Attributable to the overall improvement in the retail and leasing
market, the Group’s 100% owned West Gate Tower in Cheung
Sha Wan and the 50% owned Discovery Park Shopping Centre
in Tsuen Wan recorded consistently high average occupancy
rates of 97% and 92% respectively as of 30 September 2006
which provided an impressive stable revenue to the Group. The
100% owned CDW Building in Tsuen Wan also attained a strong
average occupancy rate of 98% for the six months under review.

Wellington Centre which was acquired by the Group in March
2006 was disposed of subsequent to the period end at a
consideration of HK$163.9 million. Upon completion in February
2007, it is anticipated to generate a gain of approximately
HK$22.3 million.

Hanison Construction Holdings Limited (“Hanison”), the Group’s
49% owned associated company, continued to provide a stable
stream of operating income. Hanison reported an unaudited
consolidated turnover of HK$496.4 million for the period under
review. In view of the reduction in number of units in Golf Parkview
available for sales, Hanison has just recorded an unaudited profit
attributable to shareholders of HK$15.7 million for the same
period. Hanison will continue to actively participate in tenders of
both public and private sectors and to acquire properties with
good development potential to expand its property portfolio.
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China — Real Estate Development and Investment

Dazhongli, Jingan

The resettlement permits for Phase 1 resettlement works of a
property redevelopment project in the Jingan District of Shanghai
(the “Jingan Project”) were granted in April 2006. With the support
from the Jingan District Government, resettlement works started
in August 2006. Progress is steady and satisfactory. Up to the
end of October 2006, about 30% of the total units have signed
up resettlement agreements and moved out of the site and about
10% further of the total units signed up agreements pending

moving out shortly.

In late November 2006, the Group has disposed of its 50%
interest in the holding company of the Jingan Project to Swire
Properties Limited (“Swire Properties”) at the estimated
consideration of HK$1,265.2 million (subject to finalisation, audit
and adjustments) resulting in a gain of approximately HK$550.0

million.

Chelsea

During the period under review, Chelsea recorded an average
occupancy rate of 89% at market rental despite keen competition
emerged from supply of new serviced apartments. To reduce
any possible currency impact, leases are now denominated in
Renminbi instead of US dollars. Major renovation to the property
is being planned to enhance the competitiveness of Chelsea in
the up-market serviced apartments in Shanghai.

The Exchange

Phase 1 of the development of The Exchange in Tianjin, which
included the retail mall and north office tower, recorded excellent
occupancy rates of 99% and 96% respectively as of 30
September 2006. Construction of Phase 2 of the development
comprising the south office tower and a hotel commenced in
July 2005 with target completion in 2007.
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China — Manufacturing

The manufacturing business has been undergoing a tough period
resulting from a combination of substantially higher fuel costs,
increasing labour costs in China, and a highly competitive market
in Australia. Imperial Bathroom Products Limited (“Imperial”)
performed better than forecast as customers returned from low
cost competitors for the new designs, better service, higher
quality and back up that Imperial and its subsidiaries offer. Our
markets in Australia, the UK and the USA have all shown an
improvement over the past six months. The introduction of the
new 4.5/3 litre flushing technology together with the range of
minimum projection and space saving suites has been well
received. Such improvement is expected to continue for the rest
of the financial year and the overall performance will be better
than forecast.

South East Asia — Real Estate Development and Investment

Development planning for The Sukhothai Residences, Bangkok
was completed. Construction of the condominium building on
the land parcel south of The Sukhothai hotel is to commence in
2007 with pre-sales commencing in early 2007 as well. In light
of the bloodless coup d’etat staged in Thailand in September
2006 and the year long political crisis, the Group remains
cautiously optimistic and continues to monitor international
investor sentiment, Thailand’s credit ratings, and the overall
political and market conditions.

Construction of the deluxe 30-unit condominium development in
Nassim Road, Singapore is well in progress. In line with the
positive economic growth, launching of the Nassim Road
development is scheduled to commence in the first quarter of
2007.
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South East Asia — Hospitality

The hospitality business overall has performed well for the six
months under review with positive contributions being derived
from the operations in Thailand. In view of the economic boom
in the region, it is anticipated that spa business will continue to
be good and that contributions from our hospitality business will
continue to increase.

° The Sentosa Resort & Spa — While the average occupancy
rate was adversely affected due to renovation work carried
out for four months up to July 2006, the operation has
performed better than budget in terms of higher room rate
and gross operating profit.

o The Sukhothai — The operation overall performed close to
budget for the six months under review.

° Siri Sathorn — Though the operation faces increasing keen
price-cut competition from many newly renovated serviced
apartments in the vicinity as well as the lingering effect of
the political uncertainty, the business is able to achieve
higher room rate and is running close to budget for the six
months under review.

Healthcare Business

The healthcare business overall has achieved better result for
the six months under review in terms of higher turnover and net
contribution as compared with the same period last year.
Healthway Medical, the Group’s leading multi-specialty clinic
network in Manila, has profitably benefited from the branding
effect coupled with the pricing strategy, thus resulting in a
remarkable performance in operating profit and cashflow. AmMed
Cancer Center continues to grow in medical oncology business
and is also the main profit contributor during the period under
review.
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Hong Kong

ImagingMed, the Group’s diagnostic imaging centre in
Central, is progressing gradually through providing the state-
of-the-art facilities.

Qualigenics Medical Limited, the Group’s joint venture with
The Chinese University of Hong Kong, opened a new
Children’s Growth Center in July 2006 by focusing on the
provision of quality pediatric medical service. Its subsidiary,
CardioMed Limited, is the Group’s specialised center

providing advanced cardiovascular care.

Health & Care Dental Group, being one of the largest private
dental networks in Hong Kong, launched a “flagship”
“Novodontics” brand clinic in Central in September 2006
aiming at provision of advanced specialty dental care
services. The Group’s Macau clinic, benefited from the
booming economic sentiment in the area, was also growing
steadily.

China

Arrail Dental Group, the Beijing-based private dental clinic
network, has further enlarged its revenue by expanding its
Shenzhen clinic. The merger of operation with Orthodontics
Asia Limited in September 2006 helps to enlarge the dental
care group in China targeting different ends of patients in
the market.

The joint venture between AmMed Cancer Center of Hong
Kong with Ruijin Hospital in Shanghai with target launch
date in 2007 has received its temporary medical licence
and the renovation work for the medical oncology floor will
start in the end of 2006.

Shanghai Puya, which is engaged in the provision of health-
checkup business, has finalised a new investment deal in
acquiring the 51tijian.com diagnostic clinic in Pudong.
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Securities Investments

Global economies have been stable with core inflation rate under
control and monetary policy moved towards neutrality. Benefited
from a steady appreciation in world equities, the net profit from
securities investments increased by 40% to HK$42.2 million
(30.9.2005: HK$30.2 million) during the financial period under
review. The Group has its investment portfolio managed by both
in-house investment personnel and experienced fund managers
through the employment of various investment strategies and
well-balanced allocation of financial assets.

OUTLOOK

2006 is coming to the end in less than a month’s time, we saw
the overall economy of Hong Kong has been on an upturn. The
record-high Hang Seng Index together with the turning south
interest rate hike, the local property market is in good shape
and properties with superior quality are especially in high demand.
The Group’s prestigious properties like Chianti in Discovery Bay
and La Rossa in Tung Chung have been and will continue to be
popular to prospective home up-graders and long-term investors.
With the progressive completion of various commercial
development and infrastructure projects, Lantau Island will be
the core focus in town which will greatly enhance the investment
potential of the district. With the prestige and expertise of Swire
Properties as the strategic partner for the Jingan Project in
Shanghai, the Company is confident that the value of and hence
the Group’s investment in the project will be enhanced. The
Company firmly believes that the project group will achieve strong
recurring income from rental opportunity with Swire Properties’
high standard of management know-how which Swire Properties
is capable of sharing with the project group together with the
Group. The Group remains optimistic towards the property
development and investment market in Hong Kong, the Mainland
China and South East Asia. The Group will continue to look for
business opportunities and diversification in other aspects to
build up its assets base and profit as a whole.
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HUMAN RESOURCES

At 30 September 2006, the total number of employees of the
Group in Hong Kong and overseas was 3,093. We value the
contribution of our employees and design and implement our
Human Resources Policy to attract, retain and motivate quality

people by rewarding performance and contributions.

To continue the enhancement of customer service initiatives which
had been rolled out in early 2006, a series of training programs
including language training, coaching skills workshops and
customer service skills training were launched to build the
customer service fundamentals for striving service excellence. A
series of communication sessions were also conducted to foster
better communication between senior management and
employees and build the cohesiveness among the workforce.

INFORMATION TECHNOLOGY

The Group continued to use information technologies effectively
to enhance the quality of services and optimise the operational
efficiency. Following the successful implementation of the Asia’s
first sea-going Wi-Fi service for ferry passengers, the wireless
internet coverage was extended to the newly renovated dining
destination in Discovery Bay Plaza, Chianti and Yi Pak Beach,
making Discovery Bay a true Wi-Fi community. Communication
and collaboration among staff in various locations were improved
through the new Remote Office System. Several initiatives on
information technology were started off including the replacement
of Ferry Ticketing System for Discovery Bay, e-Statement System
for Discovery Bay Clubs and CRM System for customer
relationship management.
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FINANCIAL REVIEW

Shareholders’ Funds

At 30 September 2006, the shareholders’ funds of the Company
and its subsidiaries (collectively the “Group”) increased by
HK$305.9 million to HK$8,308.3 million (31.3.06: HK$8,002.4
million). The increase was attributable to an upward fair value
revaluation of investment properties and increase in profitability
from property sales and operating units. The Group’s gross profit
margin for operating units generally improved by 15.3% to 47.7%
(31.3.06: 32.4%).

Major Cash Flows From Operating/Investing Activities

In June 2006, the Group paid HK$121.5 million balance payment
for the acquisition of Wellington Centre which is located in Central
at a consideration of HK$135.0 million. The property was
subsequently disposed of to an independent third party.

During the financial period under review, the Group’s investment
properties, including CDW Building and commercial centre in
Discovery Park, contributed HK$125.1 million operating cash.
Sales launch of the units of Chianti in Discovery Bay also brought
HK$399.3 million cash to the Group.

Financial Liquidity

The financial position of the Group was strong with total cash
and investment in securities amounting to HK$2,984.4 million
(81.3.06: HK$3,131.8 million). Total bank borrowings increased
by HK$192.3 million to HK$2,321.1 million (31.3.06: HK$2,128.8
million) after drawdown of certain bank loans mainly to finance
the Jingan Project in Shanghai during the financial period under
review.

Gearing
The Group maintained a low gearing ratio of 31.3% (31.3.06:

27.3%) as calculated by the Group’s consolidated net borrowings
to the shareholders’ funds.
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Banking Facilities

At 30 September 2006, the Group had sufficient internal cash
and banking facilities, both secured and unsecured, to finance
its development projects and operations. At 30 September 2006,
the unutilised credit facilities stood at HK$3,117.9 million (31.3.06:
HK$3,186.6 million).

The maturity profile of bank borrowings was 72% (31.3.06: 77%)
falling within one year, 28% (31.3.06: 23%) falling between one
to two years, and nil (31.3.06: nil) falling between two to five
years at 30 September 2006.

Treasury Policy

The Group centralises its treasury functions and adopts a
conservative approach for its treasury management. The majority
of assets and liabilities is denominated in HK dollars and US
dollars. The Group’s foreign currency risk exposures primarily
arise from its overseas investments of which project-level debt
financings are implemented on local currency basis to create a
natural currency hedging position. The Group also entered into
certain currency swap arrangements for hedging purpose.

At 30 September 2006, 95% of the Group’s banking facilities
were on floating rate basis. When appropriate and necessary,
interest rate swap would be employed to manage interest rate
risk for its short to medium term borrowings.

It is also the policy of the Group to restrict the use of financial
derivatives for speculative purpose.
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Pledge of Assets

At 30 September 2006, the Group had pledged certain properties
with a total carrying value of HK$465.4 million (31.3.06: HK$465.5
million), bank deposits of HK$74.7 million (31.3.06: HK$60.8
million) and equipment of HK$0.1 million (31.3.06: HK$0.1 million)

to secure banking facilities granted to the Group.

The Group’s entire interest of 31% in Tung Chung Station
Development Company Limited (“TCSDCL”) was pledged. The
loans to TCSDCL (before provision) amounting to approximately
HK$2,379.3 million (31.3.06: HK$2,379.3 million) were
subordinated to banks to secure the banking facilities granted to
TCSDCL.

HKR Properties Limited, one of the Company’s wholly owned
subsidiaries, also subordinated an inter-company debt of HK$26.5
million (31.3.06: HK$25.2 million) due from one of its subsidiaries
to secure certain general banking facilities granted to that
subsidiary.

Contingent Liabilities

At 30 September 2006, the Group’s contingent liabilities in respect
of corporate guarantees and undertaking given, to the extent of
the Group’s proportionate share, in respect of banking and other
facilities (or secured indebtedness, if appropriate) granted, slightly
increased by HK$1.0 million to HK$154.2 million (31.3.06:
HK$153.2 million) due to currency translation.
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