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TURNOVER

In 2006, the Company continued to achieve good financial performance.
Turnover saw steady progress and increased by 13% from HK$6,134
million in 2005 to HK$6,920 million. This was mainly attributable to
increases in selling prices and sales volume of properties delivered.

The overall unit-selling price in respect of properties delivered to buyers
this year was up by 17% to RMB7,033 per square meter (2005:
RMB6,028 per square meter) due primarily to the strong demand from
buyers and growth in the PRC property market. Among different regions,
unit-selling prices varied. Guangdong recorded a spectacular increase
of 24% following the delivery of some top-end development projects,
such as Regal Riviera Villa and Yunshan Xijing. The fine living
environments and the gradually completed ancillary facilities helped to
enhance the marketability of the grand scale project in Tianjin, and as a
result its unit-selling price jumped 22 %, while Beijing recorded an increase
of 13%. However, our average selling price in Shanghai declined by
1%.

The high turnover was nonetheless exclusive of the Group’s 69.5% share
of turnover of HK$872 million in Regal Riviera operated by a jointly
controlled entity.

Cost of Sales

In line with the substantial increase in turnover, the cost of sales was up
by 8% to HK$4,509 million (2005: HK$4,189 million) but, as a
percentage of revenue, dropped 3% to 65% (2005: 68%) due primarily
to more sales with higher margin.

Gross Profit

Gross profit margin increased from 32% in 2005 to 35% in 2006. The
increase was mainly due to the general rise in selling prices and the
increase in the economies of scale. However, the rise in construction
costs caused by the maintenance of quality improvements in new projects
coupled with the disposal at competitive prices of certain investment
properties whose carrying values higher than costs held back the gross
margin which would otherwise have recorded a higher growth.

Other Gains

Included in other gains are (1) a sum of HK$200 million from the
recognition of the excess of the interests acquired by the Group at fair
value over the costs of acquisition paid for five land sites located in
Shanghai and Guangzhou, (2) a surplus of HK$261 million from
revaluation of investment properties, and (3) tax grants totalling HK$44
million from government authorities in the mainland.
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Operating Costs

The net operating costs relating to expenses for selling, marketing,
general and administration amounted to HK$525 million, a decrease of
3% from 2005 of HK$543 million. The decrease was made possible by
a substantial exchange gain of HK$111 million recorded in 2006 due to
the strengthening of Renminbi. Excluding the exchange gain, there was
a general increase in the operating expenses. The increase was mainly
attributable to (1) greater amounts expended on promotional activities
and staff costs for new projects; (2) donations made to public welfare
organizations in the PRC, and (3) payments of urban real estate tax for
the first time in Beijing.

Finance Costs

Gross interest expenses before capitalization increased to HK$483 million
(2005: HK$263 million), up HK$220 million or 84%. The increase was
primarily due to the additional bank borrowings made in 2006 and the
issue of Guaranteed Senior Notes of US$350 million in November 2005.
The effective interest rate in respect of the Group’s borrowings was
approximately 7.0% per annum (2005: 6.8%). All borrowings were
used to finance development of existing projects and investment in new
projects.

Operating Profit
Operating profit in 2006 increased by 44% from 2005 to HK$2,391
million (2005: HK$1,664 million), up HK$727 million.

Share of profit of and other gains relating to a jointly
controlled entity

The Group recorded a share of profit from a jointly controlled entity
which amounted to HK$128 million for 2006 (2005: HK$192 million
which included a gain of HK$115 million derived from the excess of the
minority interest acquired at fair value over cost). The drop was mainly
attributable to the absence of a similar fair value gain recorded in 2006.

Profit attributable to equity holders of the Company

Profit attributable to equity holders was HK$ 1,554 million for 2006
(2005: HK$1,217 million), up HK$337 million or 28%. Fully diluted
earning per share rose by 12% to HK$1.26. Excluding the effect of the
gain representing the difference of fair value of the interests acquired
over purchase costs amounting to HK$200 million and the gain from
investment property revaluation of HK$ 261 million, underlying profit
was HK$ 1,093 million, up HK$196 million or 22% as compared with
the previous year. The increase was mainly attributable to the growth of
the property development business and the higher profit margin.

50 (&) Hopson Development Holdings Limited Annual Report 2006

KE AR

HHE -MIBHE —RRERTBHAX BB LKA FHE
BE®525,000,000 0 BW_SETRAFZBE
543,000,0007T TB&3% ° TFE A A R IEE S8 MR
ZETNFHEKRE YA B 111,000,000 FTEC
HRE H YA S SR IR EIE N EE ZEREAR)F
BEERTES KB THAAS LI Q)T EAAELE
BEG RO BRI R B ER -

g 95N
EFREARA2 I S F S B EEE 2= 15483,000,0007T (=
TR E%263,000,0007T) ' _EFEEE220,000,000
TLE84% o EEEREAN T T NFHMBITHEER
RZZZTARF+— A%77350,000,000F L 2 (RFEFE L
ZEFBCASE 2 EREEFFENAT0% (ZTTH
F:6.8%) FIBEREMNANINREERENERRE
Z2E&E-

wERR
TETRFIRERNBR ST RFE MBI
727,000,0007T E##2,391,000,0007T (—EERF 8
#1,664,000,0007T) * FHIE £44% °

TG —EHE R ERERN R H s

REER —TTRFEEME—HAHERZHERENS
785128,000,0007T (Z T T F4F : 8% 192,000,0007TE
ERBBAN DR ER A P EBAKANZEES
Z Wz E#6115,000,0007T) < TFEEERE - TTRF
I FrER(S 2 UL A P E S E

KA T RESE AELER

ZETRF 2 RERA AEGEF AEY1,554,000,000
FTL(ZZEZRF:HE1,217,000,0005T) ' EFEE
337,000,0007C3%28% ° FREERF) EFH12% =8
1.267T° 0k — B AHE 200,000,000 A W es (J5E
WM A FEEKIER AN ZERE) I ESEUES
#261,000,0007T 2 524 - BEF)H A7 1,093,000,000
T A _HFHE196,000,0007T5(22% © FEIEANE
EHMNEIEMEEKLR RFDEE EAAEC



Cash flows

The Company’s cash flow position was strong during the year with net
cash inflow of HK$1,074 million generated from recurring businesses,
representing an increase of 10.7 times compared with HK$92 million
generated for the year ended 31st December 2005.

Segmental information

Property development remains the Group's core business activity (97 %).
The geographical spread of financial performance among different
regions this year was similar to that of 2005. Guangdong continued its
leading position as top revenue contributor within the Group (49%),
followed by Beijing (31%), Shanghai (10%) and Tianjin (10%).

FINANCIAL POSITION

As at 31st December 2006, total assets of the Group amounted to
HK$25,481 million and its total liabilities (excluding minority interests)
amounted to HK$17,253 million, representing an increase of HK$5,897
million and HK$3,434 million respectively on the previous year. The
increase in total assets was mainly attributable to the increase in (1)
investments in new land sites located in Guangdong Province and
Shanghai; (2) prepayments of land and acquisition costs for land sites
located in Guangzhou, Beijing, Shanghai, and Tianjin, and (3) amounts
expended on construction work-in-progress of new development
projects. Aligned with this, total liabilities also increased, primarily due
to (1) additional bank borrowings obtained to finance development
projects and (2) a significantly large amount of deferred revenue booked.

Current ratio increased from 1.72 at last year end to 1.86 this year.
Equity increased to HK$8,228 million at 31st December 2006 from
HK$5,765 million at 31st December 2005, due mainly to (1) the
contribution from the current year’s profit attributable to shareholders;
and (2) the issuance of new shares.

LIABILITY AND BORROWINGS

As at 31 December 2006, the Group’s liability-to-asset ratio (i.e. the
ratio between total liabilities and total assets, excluding minority interests)
was 68% (2005: 71%). The net debt-to-equity ratio (i.e. total debt less
cash and bank deposits over shareholders’ equity) was 73% (2005: 79%).

HEeERE

FAARANERESRERRRIFER ReREFEE
#1,074,000,000c KRB B X BHE_TZTHF
+TZA=+—RILFEMEEMA92,000,0007T EF
10.71&°

MEERDIAEBR 2 ZOER (1597%) - AEETR
WEMAMERMERBESIREZWE S-S AFHE
o R B B 2 Wk B R E R AN E B A 2 B AR
SHESEE A (549% ) M EREEEN AR (5
31%) ~ B (1510%) RKRZ ((510%) °

B F5IR R

R-ZETNF+—A=+ B AEEEEREEEE
25,481,000,0007T " & B4R (T EIE > HARF )
EPE#517,253,000,0007T 9 BIREF R B L ABE
5,897,000,0007T K B4#53,434,000,0007C & E4A{E 1 N
EZHAMNBREMRERE R LEHIHRILIN ()X
M REAMREM LR B8 RRZE 2 iR A I
BOANIE I R)MFERIBE 2ERIRASF 2 &5
Bhneghit BEAENE L EE2HN)ABRRIERR
HESMESFEIMNRITEE RQ)SEEEETRA-

BN R EFFEE .72 FFEREE 2 1.86 « HEsH
—EERF+ = A=1+—HZA#5,765,000,0007T_
BT NF+-A=+—H2$%S8,228,000,0007T
FEBENNAFERFEESR 2B RQ)EITH
A% e

nEEREE

NoZEXRF+_A=1+—R AEEAEHEELE
bR (A EREYEERE (TRELHRERER) 2
HR) 568% (TBEHF 71%) o FE BRI X (A)
EEBERASRIBTERYREERS ZLR) #73%
(ZZTTRHF 79%) °

LEAREEERLAR —2B 558 @) 51



Financial Review

i JE1]

As at 31st December 2006, the Group has cash and short-term bank
deposits amounting to HK$2,570 million (2005: HK$2,590 million) of
which approximately HK$131 million (2005: HK$166 million) were
charged to certain banks against mortgage facilities granted by the banks
to the buyers of the Group’s properties. 76.7% of the cash and bank
deposits was denominated in Renminbi, 19.4% in Hong Kong dollars
and 3.9% in United States Dollars.

Total borrowings from banks amounted to HK$4,770 million (2005:
HK$4,003 million) representing an increase of 19.2% or HK$767 million
over the previous year. Gearing, measured by total bank borrowings
and Guaranteed Senior Notes less cash and bank deposits as a percentage
of equity, decreased to 59% from last year’s 71%. The improvement in
gearing ratio was mainly attributable to the cash flow from operation
and the issuance of new shares in November 2006.

All of the bank borrowings were either secured or covered by guarantees
and were substantially denominated in Renminbi with fixed interest rates
whereas the Guaranteed Senior Notes were jointly and severally
guaranteed by certain subsidiaries and denominated in United States
Dollars with fixed interest rate, representing approximately 56% and
31%, respectively of the Group’s total borrowings.

All of the other borrowings were unsecured, interest-free and
substantially denominated in Renminbi.
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The Group’s borrowings repayment profile as at 31st December 2006

was as follows:

AEER-TEAF+= A=+ A EEEREEE
T

As As
at 31st December 2006 at 31st December 2005
R-BERE
t=A=+-H t2R=
Bank Guaranteed Other Bank  Guaranteed
borrowings Senior Notes borrowings borrowings  Senior Notes ~ borrowings
B0EE  BAEE A REE  BRRE  EfEE
(HKS million)
Bank borrowings Rl E
- within 1 year - 1,345 - 1,146 2491 29% 1,837 - 45 2,289 32%
- between 1 year and -—ERERER
within 2 years 2,232 - - 2,231 26% 1,450 - - 1,450 20%
-between 2yearsand - MERERER
within 5 years 1,193 - - 1,193 14% 716 - - 716 10%
- over 5 years ~RF - 2,652 - 2,652 31% - 2,661 - 2,661 38%
Total borrowings HEAE 4770 2,652 1,146 8,568 4,003 2,661 45 7116
Less: Bank deposits R
and cash ek (2,570) (2,590)
Net bank borrowings ROREFE 5,998 4,526

2006

REPAYMENT PROFILE OF THE GROUP'S BORROWINGS £E 2 B R

within 1 year

between 1 year and within 2 years
—FREWNERN
[0 between 2 years and within 5 years

MEREREFR

over 5 years
HEFE

2005 —EEHF

As at 31st December 2006, the Group had banking facilities of
approximately HK$8,017 million (2005: HK$5,640 million) for short-
term and long-term bank loans, of which HK$3,247 million (2005:
HK$1,637 million) were unutilized.
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CHARGE ON ASSETS BER

As at 31st December 2006, certain assets of the Group with an aggregate  R=ZZXF+-A=+—H KAEEETLREEBELS
carrying value of HK$3,811 million (2005: HK$5,068 million) were ~ #3,811,000,000 2 EE (ZZE TR F: 5%
pledged with banks for loan facilities used by subsidiaries, a jointly ~ 5,068,000,0007T) & 3tHIB A7) — R EEE K

controlled entity and related companies. ERAEAZEREERRTRT

CONTINGENT LIABILITIES g AREE

(@) As at 31st December 2006, the Group provided guarantees to  (a) RZ-ZTEXRF+_A=+—H FEEHRRTAE
banks for mortgage facilities granted to buyers of the Group’s E s BERZIRBEFES5,297,000,0007T (=
properties which amounted to HK$5,297 million (2005: TTHF HE#E4,024,000,0007T) [RIERFTIRHELIER

HK$4,024 million).

(b) Details of the Group’s contingent liabilities on a pending litigation ~ (b) BRAEEE —REFHFAERZ KR BEHHFE

are set out in Note 38 to the accompanying accounts. EROMTRE 2 BR B MFE38/-

COMMITMENTS iR

The Group’s commitments as at 31st December 2006 were as follows: RZTEXRF+—A=+—H AEEZFAEWT:

As at 31st December As at 31st December

Rt=A=+—~H
2006
—EEBREF
HKS$’ million
BEEET
Capital commitments B AR
Authorized and contracted for EETHERARR
— property construction costs —WIEREER AR 75
— capital contribution to a — R —EHREH E
jointly controlled entity 2 BEREER 113
— capital contribution to — R
a newly acquired HEEHERE
jointly controlled entity ZEXRER 241

Acquisition of further interest in HE—PWEE—E
a jointly controlled entity HEEESIERE 7 S 135

Acquisition of equity interests in WS TR AR

certain Mainland China entities 2 i AR AR S 1,531
2,095

Authorized but not contracted for B IRREERETL)
— Land costs — A AR 168
— Property construction costs e JESEE 90N 1,528
1,696
3,791
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As at 31st December As at 31st December
Rt+t=-A=+—8H ®W+=-—A=+—8
2006 2005

—EEXRE —ETTRHF
HKS$’ million HK$’ million
BEETT B&ET

Property development commitments 4235 R &¥E

Authorized and contracted for EREREETA
— property construction costs — RN 5,656 5,677

Authorized but not contracted for B IREERZTL)

—Land costs — T HIER AR 1,346 739
— Property construction costs — WEERREEN AR 16,230 14,221
17,576 14,960
23,232 20,637

The Group’s share of capital commitments of the jointly controlled entity — W ARBHEE EX 7 REEEE —AHRZEHIER 2 EXR
not included in the above were as follows: AR

As at 31st December As at 31st December
Rt+t=A=+—8H ®W+=-—A=+—8
2006 2005

—EEXRE —ETTRHF
HK$’ million HK$’ million
BEET B &ET

Authorized and contracted for BERENERTL

—land costs — T HIEK AR 8 105
— property construction costs — WIEERREEN AR 166 231
174 336

Authorized but not contracted for B REERZTL)

—Land costs — T HIER AR 95 91
— Property construction costs —WIEERREEN AR 986 1,282
1,081 1,373
1,255 1,709
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The Group has operating lease commitments in respect of premises
under various non-cancellable operating lease agreements. The future
aggregate minimum lease payments under non-cancellable operating
leases are as follows:

AEEBZHEREEYR 2 A EEEEHERRMN
BREMEAZE-RIBETARHEERON AR Z RIERE
NESAFENT

As at 31st December As at 31st December
R+=-A=+—-8 ®W+=-—A=+—8H
2006 2005

—EEXRF —EFTHF
HK$’ million HKS$’ million
BEET B&EET

Amounts payable THNGFEEZR 2 518
— within one year —— %R
— within two to five years ——EZRFA

With continuous cash inflow from property sales, the banking facilities
available and the cash in hand, the Group should be in an adequate
liquidity position to meet these on-going capital commitments by stages.

TREASURY POLICIES

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.

56 @ Hopson Development Holdings Limited Annual Report 2006

34 8
136 27
170 35

HANEHERBELERSRA N LEAIBRZRITEE
kFBERE AEBEABRARDE S URN TR
ZRHEE A

A EBR

AEEGENE MEEBRRMAEER N EE
KA EENEREBREBERBRENZ Fo





