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SHAREHOLDERS’ FUNDS

At 31 March 2007, the shareholders’ funds of the Company and its
subsidiaries (collectively the “Group”) increased significantly by
HK$1,249.4 million to HK$9,251.8 million (2006: HK$8,002.4 million).
The increase was attributable to the sale of 50% equity interest in a
property development project in Shanghai under Dazhongli group
companies, profitable property sale in Discovery Bay and increased profit
contribution from other operating units. The overall gross profit margin
for the Group rose by 10.8% to 43.2% (2006: 32.4%).

MAJOR CASH FLOWS FROM INVESTING ACTIVITIES

In December 2006, the Group disposed of 50% equity interest in
Dazhongli group companies which hold a development project
located in JingAn, Shanghai to Swire Properties Limited for a gross
consideration of HK$1,329.3 million.

MAJOR CASH FLOWS FROM OPERATING ACTIVITIES

In October 2006, the Group sold a commercial building located in
Central at a gross consideration of HK$163.9 million at a gain of
approximately HK$22.3 million. In the same month, a residential
property in Hong Kong was also sold at a gross consideration of
HK$37.5 million.

During the financial year under review, the sale of residential
properties of Chianti in Discovery Bay brought to the Group cash of
approximately HK$1,179.0 million. Investment properties of the
Group also generated approximately HK$236.5 million operating
cash during the year.

FINANCIAL LIQUIDITY

The financial position of the Group continued to be strong with
total cash and investment in securities accounting for HK$2,724.8
million (2006: HK$3,131.8 million) while total bank borrowings were
reduced by HK$855.4 million to HK$1,273.4 million (2006:
HK$2,128.8 million) after repayment of certain bank loans during
the year.

GEARING

The Group's gearing ratio stood at a low level of 18.4% (2006:
27.3%) as calculated by the Group’s consolidated net borrowings
to the shareholders’ funds.

BEE&R

RZZZLF=A=+—08 ' AQa REH
BRArl((A&EE]) cRRESBEIL M
12494 BB LRI 251 8AHEB L (ZF
TRF  8,002.4FEBIT) o EIETIRA
EXFEEBERRMNN D2 WERRIER
BI50% % - MR EMEHERMN RS
ERFREN EF - AEEZ BEBEKER X
FH10.8%E43.2% (T XNF
32.4%) °

REBREFTHZEERERE
R-ZBEXEF+A AEBRAHHES
RABEHERATEELEE R AIN50%HE
W ZEBERELEFTE—BREER -
REEEAE1,3293F88 T -

REEEFTHZEEHERE
R-ZZEZRETA  AEENURERR
163.9AEABTTHE BN PROBEKN
B BEENK22388ET - RAA - —
BEBEEMETARREIISAEETH
&« o

REBEZTREER - HERSERRET
MESAEETRREH1,179.08 88
T ARBZREMEITNFRELEER
THI236.5B8BTT

RBER

REBZHMBMRNES  ReRBHFRER
BR2,724.888BTL(ZTTRF :
3,131.8BE8HT) - RFANEERES TRITE
E% - RITEELERISS4AEBTLE
1273458 BT (ZFZT/RNF :2,1288H
BET) o

EXEELE
REBRBERNEBELER184% (=TT
NE 0 27.3%) ZIEKFE - L ERTIEARSE
ErirAEEFERREESTE -



FINANCIAL REVIEW
BF 755 [0 R

BANKING FACILITIES

At 31 March 2007, the Group had adequate internal cash and
banking facilities, both secured and unsecured, to finance its
development projects and operations. At 31 March 2007, the
unutilised credit facilities amounted to HK$3,438.8 million (2006:
HK$3,186.6 million).

The maturity profile of bank borrowings were 28% (2006: 77 %)
falling within one year, 14% (2006: 23%) falling between one to
two years, and 58% (2006: nil) falling between two to five years at
31 March 2007.

TREASURY POLICY

The Group has centralised treasury functions for the management
of funding requirements, interest rate and currency risk exposure.
With majority of assets and liabilities denominated in HK dollars
and US dollars, the Group has limited exposure to foreign currencies.
For hedging of foreign currency exposure in certain overseas
operation, currency swap arrangements were used. The Group's
banking facilities are principally on floating rate basis and interest
rate swaps were employed to manage interest rate risk for its short
to medium term borrowings when appropriate and necessary.

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

PLEDGE OF ASSETS

At 31 March 2007, the Group had pledged certain properties with
a total carrying value of HK$469.4 million (2006: HK$465.5 million),
bank deposits of HK$75.6 million (2006: HK$60.8 million) and
equipment of HK$0.1 million (2006: 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 (2006: HK$2,379.3 million) were subordinated
to banks, to secure the banking facilities granted to TCSDCL.
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HKR Properties Limited, one of the Company’s wholly owned
subsidiaries, also subordinated an inter-company debt of HK$27.8
million (2006: HK$25.2 million) due from one of its subsidiaries to
secure certain general banking facilities granted to that subsidiary.

CONTINGENT LIABILITIES

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, increased by HK$2.3 million
to HK$155.5 million (2006: HK$153.2 million).
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