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Interim Results and Dividend

Th e Board of Directors announces that for the six months ended 31 December 2006, the unaudited consolidated net 

profi t of the Group attributable to equity shareholders amounted to HK$1,951.5 million, representing an increase of 

HK$149.5 million or 8.3% over that for the same period of the previous year. Earnings per share were HK$0.64. 

Th e underlying profi t for the period under review, excluding the revaluation surplus of investment properties (net of 

deferred tax), was HK$1,510.3 million, or an increase of HK$566.6 million or 60.0% over HK$943.7 million for the same 

period of the previous year. Based on the underlying profi t, the earnings per share were HK$0.50. 

Th e Board has resolved to pay an interim dividend of HK$0.13 per share to shareholders whose names appear on the 

Register of Members of the Company on 25 April 2007. 

Closing of Register of Members

Th e Register of Members of the Company will be closed from Monday, 23 April 2007 to Wednesday, 25 April 2007, 

both days inclusive, during which period no requests for the transfer of shares will be accepted. In order to qualify for 

the interim dividend, all transfers of shares accompanied by the relevant share certifi cates and transfer forms must be 

lodged with the Company’s Registrars, Standard Registrars Limited, 26th Floor, Tesbury Centre, 28 Queen’s Road East, 

Wanchai, Hong Kong not later than 4:00 p.m. on Friday, 20 April 2007. Warrants for the interim dividend will be sent 

to shareholders on Th ursday, 26 April 2007.

Management Discussion and Analysis

BUSINESS REVIEW

Property Investment 

Th e Group’s investment property portfolio, comprising offi  ce towers, shopping malls, luxury residential accommodation 

and industrial buildings, amounted to approximately 2.1 million square feet in total attributable gross fl oor area. For its 

core investment properties, the leasing rate remained high at 94%. To maintain its position in Tuen Mun, Trend Plaza 

will add 20,000 square feet of prime retail space by converting the Tuen Mun Th eatre; the conversion work is due to 

complete by early 2008.

Hotel

Visitor arrivals to Hong Kong, drawn by the opening of new tourist attractions such as Ngong Ping 360 and the hosting of 

ITU Telecom World in December 2006, continued to rise steadily in the second half of 2006. Despite keener competition 

as a result of increase in hotel-room supply in Hong Kong, Newton Hotel Hong Kong and Newton Hotel Kowloon 

reported a growth of 10.2% in turnover for the period under review, with 8% growth in average room rate and higher 

occupancy at 86%.
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Infrastructural Projects

China Investment Group Limited, a 64%-owned subsidiary engaged in the toll-bridge and toll-road joint venture 

operations in Mainland China, reported lower profi t for the period under review as the repair work on Hangzhou 

Qianjiang Th ird Bridge which had commenced since October 2005 was still ongoing by the period end.

Associated Companies

Th e Hong Kong and China Gas Company Limited reported a consolidated net profi t after taxation of HK$5,862.6 

million for the year ended 31 December 2006, which comprised HK$3,224.4 million arising from its gas business and 

property rental income (an increase of HK$162.6 million as compared with 2005) and HK$2,638.2 million from the sale 

of properties and a revaluation surplus from an investment property.

During the year under review, Hong Kong and China Gas signed agreements to establish piped city-gas companies in 

Xi’an, Shaanxi province; Yuhang, Hangzhou, Zhejiang province; Tongling, Anhui province; Jintan, Jiangsu province 

and Yingkou, Liaoning province. On 4 December 2006, Hong Kong and China Gas, Panva Gas Holdings Limited 

(“Panva Gas”) and its largest shareholder, Enerchina Holdings Limited (“Enerchina”), jointly announced that Panva Gas 

would acquire Hong Kong and China Gas’s interest in the shares and shareholder loans in ten mainland piped city-gas 

companies and that in return, Panva Gas would issue approximately 773 million new shares to Hong Kong and China 

Gas. With the completion of this transaction on 1 March 2007, Hong Kong and China Gas has become the largest 

shareholder of Panva Gas holding about 43.97% of its issued shares. On a combined basis, Hong Kong and China Gas 

and Panva Gas have 60 piped city-gas projects on the Mainland. Panva Gas also has liquefi ed petroleum gas businesses 

in 15 Mainland cities.

Hong Kong and China Gas successfully entered the energy upstream arena in 2006 by acquiring its fi rst coalbed gas 

joint venture project in Shanxi province and concluding a joint venture agreement to invest in a natural gas liquefaction 

project in Yan’an, Shaanxi province. Th e upstream projects will provide an additional gas source for the downstream 

project of piped city-gas projects. Inclusive of Panva Gas, Hong Kong and China Gas currently has a total of 70 projects 

spread across 13 provinces and an area of Beijing, encompassing upstream, midstream and downstream natural gas 

sectors as well as the water supply and wastewater treatment sector.

In Hong Kong, total volume of gas sales remained stable and the number of customers as at the end of 2006 was 

1,622,648, an increase of 25,375 over 2005. To receive natural gas from the Guangdong Liquefi ed Natural Gas (LNG) 

Terminal, Hong Kong and China Gas has laid twin 34 km, 450 mm-diameter submarine pipelines from Chengtoujiao in 

Shenzhen to Tai Po gas production plant in Hong Kong and constructed control and metering stations at Chengtoujiao 

and Tai Po. With the commissioning of both pipeline and stations, as well as natural gas receiving station in Tai Po, 

natural gas and naphtha have been used as dual feedstock mix for producing town gas since October 2006, bringing 

savings on gas bills to customers through the existing fuel cost adjustment mechanism. ECO Energy Company Limited, 

its wholly-owned subsidiary company, will soon conclude operational tests as the installation work of a landfi ll gas 

treatment facility at the North East New Territories landfi ll site was completed. Construction work of a 19 km pipeline 

to Tai Po gas production plant has also been completed and it expects to start using the treated landfi ll gas to partially 

replace naphtha as a fuel for town gas production by mid-2007.

On the property development front, encouraging response was received in August 2006 for its pre-sale of Grand 

Waterfront at Ma Tau Kok south plant site. Together with the sale of the remaining residential units at Grand 

Promenade and King’s Park Hill, a total profi t of about HK$1,779.4 million was made from property sales for the year 

under review. Th e commercial area of approximately 150,000 square feet at the podium of Grand Waterfront was 

completed during the year, becoming another major investment property to Hong Kong and China Gas in addition to 

the International Finance Centre Complex.
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It is anticipated that with the introduction of natural gas, the price competitiveness of town gas will be enhanced in the 

local energy market, while its Mainland business will also further prosper given that the total number of piped city-gas 

projects has increased since the acquisition of Panva Gas as its associated company in early March 2007.

Hong Kong Ferry (Holdings) Company Limited reported a consolidated net profi t after taxation of HK$121.7 million 

for the year ended 31 December 2006, representing a decrease of 50% from the consolidated profi t after taxation of 

HK$243.2 million in 2005. Th e decrease in profi t was mainly due to the provision of HK$100 million for a claim arising 

from the Central Ferry Piers litigation.

During the year, this group recorded an operating profit of HK$136 million from the sale of approximately 220 

residential units of Metro Harbour View, with a value of approximately HK$265 million. Residential units of 

MetroRegalia at Tong Mi Road was also off ered for sale in December 2006, with a profi t of HK$18 million recorded. On 

the property investment front, rental income from Metro Harbour Plaza amounted to HK$24.3 million for the year and 

its leasing rate as at the end of the year was approximately 98% after taking into account the committed tenancies. Also, 

50% of the shops at MetroRegalia were leased out.

Construction progressed well for the residential-cum-commercial property development site at 222 Tai Kok Tsui Road, 

which will provide a total gross fl oor area of approximately 320,000 square feet upon completion by late 2008. No.6 Cho 

Yuen Street, Yau Tong, which has gross fl oor area of approximately 140,000 square feet for residential use and 25,000 

square feet for non-residential use respectively, also showed good progress and should be completed by early 2009.

Due to severe competition, coupled with the increase in fuel oil price, the Ferry, Shipyard and Related operations 

recorded a loss of HK$7.2 million. During the year, the fee arising from the litigation in respect of the proposed 

development of the Central Ferry Piers amounted to HK$27.5 million. After accounting for increased costs, the Travel 

and Hotel Operations recorded an operating loss of HK$2.3 million this year despite a slight increase in turnover.

It is anticipated that selling of residential units will be the major source of income for Hong Kong Ferry in the coming 

year and the rental income will also register stable growth.

Miramar Hotel and Investment Company, Limited recorded HK$389.5 million in unaudited profi t attributable to 

shareholders for the six months ended 30 September 2006, representing an increase of 19% as compared to the same 

period of the previous year. Hotel Miramar recorded a 20% increment in the average room rate over the same period of 

the previous year while maintaining an average occupancy rate of 90%. Th e hotel’s food and beverage operations and the 

hotel management business have also performed satisfactorily. Miramar Shopping Centre and Hotel Miramar Shopping 

Arcade upgraded market positioning and image by changing tenant mix since previous year. Average rental rate for 

renewals and new leases concluded during the period went up by approximately 35% compared with expired leases; and 

average occupancy stayed at about 90% for Miramar Shopping Centre. Its offi  ce tower, similarly, showed a remarkable 

rental growth of over 80% with an average occupancy rate close to 90%. To gain direct access to MTR station and to 

draw more pedestrian fl ow, Miramar, together with the developer of Tung Ying Building site, entered into an agreement 

with the MTR Corporation to jointly build a pedestrian tunnel connecting the Tsim Sha Tsui MTR station to Miramar 

Shopping Centre, Hotel Miramar and their adjacent building. Due to a general slowdown in the US property market, the 

Group’s land-sale project at Placer County, California, U.S. recorded no transaction during the period. Th e overall food 

and beverage operation, including the premier restaurant duo of Cuisine Cuisine and Lumiere, registered steady profi t 

growth. Travel business, with more customers attracted by its new package tours and itineraries and growing business 

for its commercial travel department, also made signifi cant progress. It was also appointed as the Hong Kong General 

Agent for OCEANIA, a leading cruise company in Europe.
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PROSPECTS

China’s economic growth remains buoyant and Hong Kong, whose status as one of the world’s fi nancial, trade and 

shipping centres has been unequivocally confi rmed in China’s 11th Five-Year Plan (2006-2010), is in an even better 

position to seize the enormous opportunities ahead. 

More overseas and Mainland companies are now expected to be drawn into Hong Kong, boosting the demand for offi  ce 

space. Continuous growth in the overall economy will in turn lend support to consumer confi dence, spurring retail 

sales growth. All these will underpin the Group’s rental income. Th e Group’s hotel business will also benefi t from the 

increased volume of business travels in this region and the uptrend in tourist arrivals from Mainland China given the 

fl ourishing Mainland economy. 

With improving aff ordability, the number of privately-owned vehicles in Mainland China is expected to rise further, 

benefi ting the Group’s infrastructure segment through the increase in traffi  c volume for its toll-roads and toll-bridge. 

Rental income and the Group’s listed associates continue to be sources of stable recurrent income to the Group. In the 

absence of unforeseen circumstances, it is anticipated that the Group will show satisfactory performance in the current 

fi nancial year.
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