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GENERAL OVERVIEW

The Company and its subsidiaries (the “Group”) have recorded a
consolidated loss after taxation attributable to shareholders of the
Company of approximately HK$55.51 million (2005: profit of
HK$203.66 million) and a basic loss per share of 4.29 HK cents
(2005: earnings per share of 17.98 HK cents) for the year ended
31st December, 2006. The fall in results for the year 2006 was
attributable to a full provision of land appreciation tax (the “LAT”)
of approximately HK$245.80 million for prior years and the year
under review with reference to a notice of the State Administration
of Taxation of the People’s Republic of China (the “PRC”) issued at
the end of 2006 for strengthening the mechanism for collection of
the LAT though local tax bureaux have not yet issued any detailed
implementation rules and procedures for such tax that will be levied

locally.

If taking out the aforesaid impact of the LAT and a gain on change
in fair value of investment properties of the Group of approximately
HK$59.59 million, the Group’s principal business generated an
operating profit of approximately HK$113.13 million for the year
under review. The Group also shared a profit of its associates and
jointly controlled entities of approximately HK$29.57 million for
the year 2006.

OPERATIONS REVIEW

Mainland China remains the operation base of the Group and
interests in the property sector in Shanghai keep on being the
principal source of revenue of the Group for the year ended 31st
December, 2006.
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During the year 2006, property development and trading continued
to be the major revenue generator for the Group, however, a loss of
approximately HK$210.30 million was recorded after the full
provision of the LAT for the prior years and the year under review.
Property investment was the largest profit contributor to the Group
and made a contribution of approximately HK$95.56 million to
the Group’s annual results of which approximately HK$59.59 million
were derived from a gain on change in fair value of investment
properties. In addition, leisure activities delivered an operating profit
of approximately HK$34.57 million to the Group and a profit of
approximately HK$24.17 million was shared by the Group from its
hotel operation for 2006. Taking benefit of the prosperity of the
securities market in Hong Kong last year, securities trading activities
of the Group have increased and reported an operating profit of
approximately HK$3.49 million as well as a gain on change in fair
value of those investments held for trading of approximately
HK$4.40 million. On the other hand, the Group received dividends
from its long-term investments of an aggregate of approximately
HK$6.11 million.

Property Development and Investment

Property development and investment is the key business of the
Group and accounted for approximately 54% of the turnover of the
Group for the year ended 31st December, 2006 and sale proceeds
of Tomson Golf Villas were the major source of operating revenue
of the Group as Tomson Riviera was under development during the

year.
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Tomson Golf Villas and Garden

The Group has developed Tomson Golf Villas and Garden around
the periphery of Tomson Shanghai Pudong Golf Club in Pudong by
phases for years. There are altogether seven phases of golf villas and
a development of apartment houses. A new phase of golf villas is

being planned.

During the year under review, this residential property project
accounted for about one-third of the gross profit of the Group
before the provision of LAT. Up to 31st December, 2006, all but
five units of Tomson Golf Garden have been sold. For Tomson Golf
Villas, a sale of around 96% of its latest three phases of a total gross
floor area of over 93,000 square meters was recorded while the
saleable area of the first four phases of the development has already
been sold out.

Tomson Riviera

Tomson Riviera, a high-rise residential project on the riverfront of
Pudong, is under development and will provide 220 luxurious
residential units with an unobstructed view of the Bund. A pre-sale
deposit of over HK$100 million has been received by the Group up
till now and is expected to be recognized in the annual results of
the Group for the year 2007.

The management has decided to launch two of the four residential
towers of the development for lease in the second half of this year
and keep the remaining two blocks for sale.
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The Group is developing a low-rise residential property project
comprising over 300 houses and ancillary facilities of a total gross
floor area of approximately 152,000 square meters by phases on a
site near Tomson Shanghai Pudong Golf Club. Construction of the
first phase commenced in July 2006 and is targeted for completion
by early 2008. The first phase will provide 172 residential units of a
total gross floor area of around 75,000 square meters and it is

scheduled to launch the project for sale in the second half of 2007.

Other Residential Property Projects

Tomson Garden is a development of a series of apartment houses of
a total gross floor area of approximately 141,000 square meters in
Zhangjiang Hi-Tech Park of Pudong and was completely sold out
in 2006.

Xingguo Garden is now the sole residential property project of the
Group in Puxi and a sale of nearly 90% of its total gross floor area
of approximately 10,000 square meters has been concluded up to
the end of 2006.
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Commercial and Industrial Buildings

Rental income and management fee from the Group’s commercial
and industrial property portfolio in Pudong, comprising Tomson
Financial Building, Tomson International Trade Building, Tomson
Waigaoqiao Industrial Park and the commercial podium of Tomson
Business Centre, provided a steady revenue of approximately
HK$55.08 million to the Group for the year under review. On the
other hand, a gain on change in fair value of these properties of
approximately HK$59.59 million was recognized in the annual
results of the Group for 2006.
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Hospitality and Leisure Industry
Tomson Shanghai Pudong Golf Club

Tomson Shanghai Pudong Golf Club, which provided a stable
recurrent income to the Group and accounted for around 24% of
the Group’s total turnover for the year under review, was the second
revenue generator to the Group’s annual results next to property
development and trading. Sale of membership debentures was the
principal source of operating revenue of the Golf Club while revenue
from dinning and beverage services was significantly improved. The
Golf Club reported an operating profit of approximately HK$34.57
million for the year 2006.

BMW Asian Open for the year is being held in the Golf Club after
its successful organization therein in past three consecutive years.
The triumph of the tournament not only enhanced the popularity
of the Golf Club but also was a driving force to the sale of its
membership, so the operation of the Golf Club is improving year to

year.
Hotel Inter-Continental Pudong Shanghai

For the year ended 31st December, 2006, the Group shared a profit
of approximately HK$24.17 million from its hotel operation in
which it holds a 50% interest. Both the operating revenue and
profit of the hotel operation were improved in the year under review

and the average occupancy rate of the hotel for 2006 reached 80%.
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Major Investments in Shanghai
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Industrial Operations

To complement its principal business in property development,
the Group has invested in 58% interest in an operation of
manufacturing PVC pipes and fittings in Shanghai. The production
volume and gross revenue of the industrial operation decreased
during the year under review but the gross profit margin maintained
at a favourable level. The operation reported an operating profit of
approximately HK$3.60 million during the year under review.
The management will make its every effort in product development

and market expansion in the coming year.
Securities Trading and Investment

The Group has invested in various listed securities in Hong Kong
during the year under review to diversify its business portfolio and
maximize its return to cash balance. In addition to a total net
income of approximately HK$4.87 million generated from securities
trading and long-term securities investment, an unrealized gain on
change in fair value of securities investment held for trading of
approximately HK$4.40 million and that of those long-term
securities investments of approximately HK$13.15 million were
credited to the consolidated income statement and the investments
reserve of the Group for the year ended 31st December, 2006

respectively.
Investment Holding

In addition to its own property development projects, the Group
has an indirect investment in the property sector in Pudong area of
Shanghai by holding a 9.8% interest in the issued capital of Rivera
(Holdings) Limited (“RHL”), a listed company in Hong Kong, and
a 13.5% interest in the registered capital of an associated company
of RHL established in mainland China. Both RHL and its associated
company are principally engaged in property development and
investment in Zhangjiang Hi-Tech Park, Pudong and reported a
favourable results for the year under review. A dividend of

approximately HK$5.84 million was received in 2006.
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FINANCIAL REVIEW
Liquidity and Financing

The Group’s capital expenditure and investments for the year under
review were funded by cash on hand, operating revenue and bank

borrowings.

At the balance sheet date, the cash and cash equivalents of the
Group amounted to approximately HK$1,007.12 million. During
the year under review, the Group generated a net cash inflow of
approximately HK$134.94 million from its operations and obtained
a net cash inflow of approximately HK$292.81 million from its
financing activities. After taking into account a net cash outflow of
approximately HK$267.76 million from the Group’s investing
activities, the Group recorded a net cash inflow of approximately
HK$159.99 million for the year under review (2005: net cash
outflow of HK$727.69 million). The net cash inflow was mainly

attributable to new bank borrowings raised during the year.

The Group’s borrowings as at 31st December, 2006 amounted to
approximately HK$573.81 million (2005: HK$531.11 million),
equivalent to 14.35% (2005: 14.62%) of the equity attributable to
the shareholders of the Company at the same date. Of those
borrowings, 39% were due for repayment within one year from the
balance sheet date and the remaining 61% were repayable within
five years from the balance sheet date. In view of the nature of
those borrowings, 97% were bank loans under security and the
remaining 3% were an unsecured advance from a jointly controlled

entity of the Company.

At the balance sheet date, the Group’s capital commitments in
relation to expenditure on properties under development, which
were contracted but not provided for, amounted to approximately
HK$1,028.81 million (2005: HK$995.73 million). The Group
anticipates funding those commitments from its future operating
revenue, bank borrowings and other sources of finance where

appropriate.
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The Group recorded a current ratio of 2.05 times (2005: 1.43 times)
and a gearing ratio (total liabilities to equity attributable to the
shareholders of the Company) of 33.51% (2005: 26.28%) as at
31st December, 2006. The improvement in current ratio in 2006
was mainly resulted from an increase in long-term bank borrowings,
a classification of a part of the Group’s properties under development
as current asset and an elimination of the liability component of
the convertible bonds issued by the Company upon full conversion
of those bonds in 2006. The increase in the gearing ratio in 2006
was attributable to the provision of the LAT and the addition of
bank borrowings.

Charge on Assets

As at 31st December, 2006, assets of the Group with an aggregate
carrying value of approximately HK$2,555.36 million (2005:
HK$1,366.67 million) were pledged to banks to secure general
banking facilities of the Group and mortgage finance granted to
buyers of properties developed by the Group.

Foreign Exchange Exposure

The majority of the Group’s assets and liabilities are denominated
in Renminbi and the liabilities are well covered by the assets, the
management therefore expects that the change in value of Renminbi
will not have any adverse effect to the Group since Renminbi has
generally been perceived as having appreciation in value relative to
Hong Kong Dollars. On the other hand, all of the other assets and
liabilities of the Group are denominated in either Hong Kong Dollars
or United States Dollars, hence, the Group does not anticipate any
material foreign exchange exposure.

Contingent Liabilities

As at 31st December, 2006, the Group had contingent liabilities in
the following aspects:

(a) a provision of a guarantee to indemnify the management
company of Hotel Inter-Continental Pudong Shanghai a part
of the fund for hotel renovation and system upgrading; and

(b) a provision of undertaking to various banks in relation to

mortgage finance granted to buyers of properties developed

by the Group.
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The Board is of the opinion that it would be unlikely for the Group
to suffer any material financial loss owing to the provision of the
aforesaid guarantee and undertaking. Details of the contingent
liabilities of the Group are shown in Note 32 to the consolidated
financial statements of the Group for the year under review on
pages 118 and 119.

ZERO COUPON CONVERTIBLE BONDS DUE
2009

The Company has issued zero coupon convertible bonds due 2009
in an aggregate principal amount of US$50 million (the “Bonds”)
in June 2004 at par to professional investors. The Bonds were listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) as selectively marketed securities and did not bear any
interest. The bondholders were entitled to convert the Bonds into
fully paid ordinary shares of HK$0.50 each in the capital of the
Company at an initial conversion price of HK$1.95 per share, which
was adjusted to HK$1.85 per share on 27th May, 2005 upon
declaration of a final dividend of the Company for 2004, during
the period from 4th July, 2004 to 20th May, 2009.

Up to mid April 2006, all the Bonds have been converted in full
and a total of 209.41 million fully paid ordinary shares of HK$0.50
each in the capital of the Company has been issued upon conversion.
None of the Bonds have been redeemed or purchased since the
issue and the Bonds were withdrawn from listing on the Stock
Exchange on 23rd June, 2006.

PROSPECTS

The Board realizes that the potential collection of LAT and
implementation of a series of macro-economic regulatory measures
by the PRC government may have an impact on the property sector
in the mainland China, however, it believes that it will be beneficial
to the sustainable growth of the property market therein. The Group
has confidence and desires to maintain the property development
and investment business in Shanghai as its core business. The

management will endeavour to market the residential property
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projects of the Group for sale or leasing as appropriate and to make
plan for development of the Group’s land bank with due care.
Besides, the Group is considering an increase in weighting of
property investment in its property portfolio so as to provide a
steady recurrent rental income to the Group. In order to diversify
the business portfolio of the Group, the Board would also explore

any potential investment opportunities in any other business lines.

HUMAN RESOURCES

As at 31st December, 2006, the Group engaged over 800 employees
in total in its various offices in Hong Kong, Shanghai and Taiwan
excluding those associates and jointly controlled entities. The total
emoluments paid to staff and directors of the Group during the
year under review amounted to approximately HK$52.19 million.
Remuneration and benefit packages are generally structured with
reference to market terms together with individual responsibilities,
performance and qualifications. Discretionary bonus was paid to
employees based on individual contribution. In addition, the
Company has established a share option scheme pursuant to which
options are allowed for granting to directors and employees of the

Group to subscribe for shares in the capital of the Company.
Taking this opportunity, the Board would like to express its profound

gratitude to all the staff members of the Group for their devotion

and loyalty to the Group over the years.

On behalf of the Board
Hsu Feng
Chairman and Managing Director

Hong Kong, 19th April, 2007
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