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FINANCIAL REVIEW

Performance
Turnover

For the period under review, turnover increased by 27% to
HK$2,021 million (2005: HK$ 1,587 million) due primarily to (I) the
strong growth in the PRC property market, (2) the commencement
of delivery of properties with higher unit-selling prices from Regal
Palace in Guangzhou, Citta Eterna and Beijing Regal Court in Beijing
and Shanghai Hopson Town in Shanghai, and (3) the overall rise in
the unit -selling prices in respect of properties delivered. The average
unit-selling prices of properties delivered rose by 28% to RMB7,146
per square meter (2005: RMB5,569 per square meter).

The volume of sales in terms of GFA delivered, on the other hand,
dropped slightly by 7% to 272,285 square meters (2005: 292,214
square meters). This was caused by the slower than expected
completion and delivery from certain project developments such as
Pleasant View Garden and Huanan New City.

The turnover was exclusive of the Group's share of revenue
amounting to HK$ 144 million (2005: HK$355 million) from Regal
Riviera, operated by a jointly controlled entity in which the Group
has a 69.5% interest.

Gross profit

Gross profit for the first half of 2006 improved by 29% to HK$773
million (2005: HK$601 million), mainly due to the higher selling
prices of properties delivered. Gross profit rate was 38%,
comparable to that of 2005.

Operating expenses

Operating expenses, including selling, marketing, general and
administrative expenses, increased by 27% to HK$220 million (2005:
HK$ 174 million) primarily attributable to (1) greater amount
expended on promotional activities for new projects, (2) start-up
and other expenses incurred by Beijing Plaza Royale Hotel, Regal
Riviera Villa and Huizhou Regal Riviera Bay, (3) donations made to
a national public welfare organization in the PRC, (4) payments of
urban real estate tax for the first time in Beijing and (5) benefit and

compensation costs for the new management.

Due to the strengthening of Renminbi, the Group’s net exchange
gain in the first half of 2006 amounted to HK$33 million which, to
some extent, mitigated the impact of the increase in operating

expenses.
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Other gains

Included in other gains were (I) a gain of HK$9 | million derived
from the recognition of the excess of the interests acquired by the
Group at fair value over the cost of acquisition paid for four land
sites located in Shanghai and Guangzhou; (2) a surplus of HK$24
million from revaluation of the Group’s investment properties; (3)
interest income of HK$ 1| million, and (4) tax grants totalling HK$ 17

million from government bureaus in the mainland.

Finance costs

Gross interest expenses before capitalization increased to HK$231
million (2005: HK$ 1 'l million), up HK$120 million or 108%. The
increase was mainly due to the additional bank borrowings made
and the Guaranteed Senior Notes of US$350 million raised. The
Group's effective borrowing interest rate was approximately 7.0%
per annum (2005: 5.9%).

Share of profit of a jointly controlled entity

The Group's share of profit from its only jointly controlled entity,
“Qiaodao”, decreased by 93% to HK$I10 million (2005: HK$ 139
million, inclusive of a fair value gain of HK$ |15 million derived from
the excess of acquirer’s interest over cost). The significant decrease
was largely attributable to (1) the absence of a similar gain in the
first half of 2006, and (2) fewer properties delivered, in terms of
GFA, revealing a drop of 65%.

Profit attributable to shareholders

The Group recorded a profit attributable to shareholders of HK$437
million for the first half of 2006 (2005: HK$397 million). Excluding
the fair value gain derived from the excess of acquirer’s interest
over cost of HK$9 | million and the property revaluation surplus of
HK$24 million, the Group’s underlying profit was HK$322 million,
up 20% (2005: HK$269 million). The increase was primarily due to
a rise in turnover resulting from higher selling prices but partly
offset by the increase in operating expenses.
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Financial position

As at 30th June 2006, the Group had total assets of HK$21,506
million and total liabilities of HK$15,447 million, representing
respectively an increase of 10% and 12% from 31st December
2005. The increase in total assets was mainly attributable to newly
acquired land sites located in Guangzhou and Shanghai whereas the
increase in total liabilities was chiefly the result of a significant rise in
deferred revenue.

The Group’s current ratio at 30th June 2006 was |.48, decreased
from 1.72 as at 31st December 2005. With the contribution largely
from current period’s profit attributable to shareholders, total equity
at 30th June 2006 increased by approximately 5% to HK$6,059
million from 31st December 2005.

Liquidity and financial position

The Group's source of fund was derived primarily from income
generated from business operations, bank borrowings, cash raised
from the placement of shares and the issue of Guaranteed Senior
Notes, which were in turn used to finance its business operations
and investment in development projects.

As at 30th June 2006, the Group’s liability-to-asset ratio (i.e. the
ratio between total liabilities and total assets, excluding minority
interests) was 72% (31st December 2005: 71%). The net debt-to-
equity ratio (i.e. total debt less cash and bank deposits over
shareholders’ equity) was 102% (31st December 2005: 79%).

As at 30th June 2006, the Group had cash and short-term bank
deposits amounting to HK$ 1,322 million (31st December 2005:
HK$2,590 million) of which HK$69 million (31st December 2005:
HK$71 million) were pledged as collateral for the Group's banking
facilities. In addition, the Group's bank deposits of approximately
HK$ 176 million (2005: HK$ 166 million) were charged by certain
banks for the processing of mortgage facilities granted by those
banks to the buyers of the Group's properties. 98% of the cash and
bank deposits was denominated in Renminbi, 0.8% in Hong Kong
dollars and 1.2% in United States Dollars.
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Total borrowings from banks amounted to HK$4,170 million as at
30th June 2006 representing an increase of 4% or HK$167 million
as compared to those at 3|st December 2005. Gearing, measured
by net bank borrowings and the Guaranteed Senior Notes (i.e. total
bank borrowings and Guaranteed Senior Notes less cash and bank
deposits) as a percentage of shareholders’ equity, was 91%, up 20
percentage points from 71% as at 31st December 2005, caused
mainly by the outflow of cash paid for the acquisition of land sites.

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
unsecured and denominated in United States Dollars with fixed
interest rate, representing approximately 56% and 35%, respectively
of the Group’s total borrowings.

All of the other borrowings were unsecured, interest-free and
substantially denominated in Renminbi.

The Group’s borrowings repayment profile as at 30th June 2006
was as follows:

R-FREF+ZA=1-H

As at 30th June 2006 As at 31st December 2005
g R 2t &1 R it
EE BRARE & it E& BARE fB& it
Bank Guaranteed Other Bank Guaranteed Other
borrowings Senior Notes  borrowings Total borrowings Senior Notes  borrowings Total
BEET BEER  AEET  BEER BEEET BEEL  ABER  BEER
HK$ million— HK$ million ~ HK$ million  HK$ million HK$ million  HK$ milion ~ HK$ million  HK$ million
%
Borrowings
-—ER
- within | year 1682 = 695 2377 3% 1837 - 45 2289 3%
-~ ERERER
- after | year but
within 2 years 1539 = = 1539 20% 1450 - - 1450 20%
-MEREZFRA
— after 2 years but
within 3 years 949 - - 949 3% 716 - - 716 10%
pEik s
— after 5 years - 2647 - 2647 35% - 2661 - 2661 38%
fEEa%
Total borrowings 4170 2647 695 7512 4003 2661 45 7116
H o BAERRAS
Less: Bank deposits
and cash (1322) (2590)
FEEE
Net borrowings 6,190 4526
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As at 30th June 2006, the Group had banking facilities of
approximately HK$4,627 million (31st December 2005: HK$5,640
million) for short-term and long-term bank loans, of which HK$457
million were unutilized.

Charge on assets

As at 30th June 2006, certain assets of the Group with an aggregate
carrying value of HK$5,578 million (31st December 2005: HK$5,068
million) were pledged with banks for loan facilities used by

subsidiaries and a jointly controlled entity.

Contingent liabilities

As at 30th June 2006, the Group provided guarantees to banks for
mortgage facilities granted to buyers of the Group’s properties
amounting to HK$4,457 million (31st December 2005: HK$4,024

million)

Commitments

The Group’s commitments as at 30th June 2006 were as follows:




| @

EEAREEERAA

Hopson Development Holdings Limited

INTERIM REPORT 2006

»®
As at
—BEAF —ZETRF
AA=+H +ZA=+—H
30th June 31st December
2006 2005
BEBET BEBTT
HK$’ million HK$' million
B AN Capital commitments
EREREETA Authorised and contracted for
— W EREKAR — Property construction costs 78 90
—R—HEHEREHEE — Capital contribution to a jointly
ZEBERER controlled entity 104 101
—R—EHKRE 2 HKF — Capital contribution to a newly
THIER Z EARER acquired jointly controlled entity 221 -
H— W — R R E Acquisition of further interest in
BRI ER a jointly controlled entity 131 130
WigE THhEREER Acquisition of land and equity interests in
2 J R AN HE certain mainland China entities 1,791 956
2,325 1,277
ERBEERITLN Authorised but not contracted for
— T AR AN — Land costs 145 146
— W EEEK AR — Property construction costs 1,465 1,461
1,610 1,607
3,935 2,884
As at
—EBERAF —ZETRF
AA=+HB +Z-RA=+—H
30th June 31st December
2006 2005
BEBET BEBTT
HK$’ million HK$' million
Ho At HE Other commitments
EREREETA Authorised and contracted for
— W EEREM AR — Property construction costs 5,152 5,677
BEEEERTL Authorised but not contracted for
— T A AR — Land costs 734 739
— W) RN — Property construction costs 13,952 14,221
14,686 14,960
19,838 20,637
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The Group’s share of other commitment of the jointly

controlled entity not included in the above were as follows:

i
As at
—BBAE —FTHF
AA=+H +ZA=+—H
30th June 31st December
2006 2005
BEETT BEETT
HK$’ million HK$' million
EREREEHN Authorised and contracted for

— LA AR — Land costs 80 105
— M EREKR — Property construction costs 212 231
292 336

EERBEERETH Authorised but not contracted for
— T H K AR — Land costs 92 91
S E3=% XN — Property construction costs 1,067 1,282
1,159 1,373
1,451 1,709

REERZNEBEEME Z T AEH
REMEREMAKEHERE - RE
AAEHEEEHOR B R ZREENE
THREMT

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:

»n
As at
—EERE —EERF
ARA=+H +=ZA=+—8
30th June 31st December
2006 2005
ER-3i:F BEET
HK$’ million HKS$' million
THIFEHREARNZ KA Amounts payable
-——FR — within one year 8 8
—ZERFNKN — within two to five years 22 27
30 35

MRMEHERBEELRSRA - MEAH
RZRTEERFERES AREEARFR
WRBE D AN TR R 258 E A A

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.
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HMERFERE KRG E Treasury policies and capital structure
AREBFRETERNBERFTINEREE  TH The Group adopts a prudent approach with respect to treasury and
TREMEIENEAREREMNERNERE HiE funding policies, with a focus on risk management and transactions
BIEHRS that are directly related to the underlying business of the Group.
B 7% 3 % FINANCIAL STATEMENTS
BRSO AEEAGBE CONDENSED CONSOLIDATED BALANCE SHEET
S
As at
—BREXF —TTRF
AA=tR +-A=+-4
30th June 31st December
2006 2005
k=2 THER TET
Note HK$’000 HK$'000
(REER) (&%)
(Unaudited) (Audited)
BE ASSETS
EMBNE E Non-current assets
L PN Properties and equipment 5 1,151,517 938,913
BEME Investment properties 5 2,524,702 2,583,313
4 K AR Land costs 5 431,079 426,499
RIERBKREZ Properties under development for
B3GR ES long-term investment 5 257,453 234411
mEEE Intangible assets 5 103,194 102,142
YR /N o Interest in an associate - 80
RERZEHEE 2 Interest in a jointly controlled entity 7 887,023 867,632
AL EMBEE Available-for-sale financial assets 291,834 -
FELEEE Asset held for sale 25 861,291 -
EffiE® Deposit paid 8 546,317 -
BEIEREEE Deferred tax assets 57,265 51,962
7,111,675 5,204,952
MENE E Current assets
T K AR Land costs 5 5,444,902 5,131,465
S ERPYE Properties under
development for sale 5,235,664 4,320,803
AEHEZEERDE Completed properties for sale 853,756 1,071,604
& U BR 3R Accounts receivable 9 91,347 90,324
FEURBEE N B 2 SRR Due from related companies 23 16,835 2,285
EANHRE Rek Prepayments, deposits and
HEMnsEE other current assets 1,429,498 [,171,863
BEEE WL RITER Pledged/charged bank deposits 245,269 237,068
RekREFEY Cash and cash equivalents 1,076,855 2,353,280
14,394,126 14,378,692




