HKR INTERNATIONAL LIMITED & B BB EEHR D H

At 31 March 2006, the shareholders’ funds of the Company and
its subsidiaries (collectively the “Group”) increased significantly
by HK$1,552.5 million to HK$8,002.4 million (2005: HK$6,449.9
million (restated)). The increase was attributable to an upward
fair value revaluation of investment properties and increase in
profitability of operating units. The Group’s gross profit margin
for operating units improved by 5.0% to 32.4% (2005: 27.4%
(restated)).

During the financial year under review, the Group acquired CDW
Building at a gross consideration of HK$1,400.0 million in January
2006. The Group also acquired an industrial building located in
Aberdeen at a gross consideration of HK$122.8 million. In
addition, the Group made a down payment to acquire a
commercial building located in Central at a gross consideration
of HK$135.0 million.

The Group’s investment properties generated an approximate
HK$169.4 million operating cash during the year. Disposal of the
commercial podium of an investment property in Tai Po and the
property sales in Discovery Bay also brought respectively HK$87.5
million and HK$23.0 million cash to the Group.

In April 2005, the Group issued an aggregate principal amount
of HK$1,410.0 million zero coupon convertible bonds for a
maximum tenor of five years maturing in 2010. The net proceeds
will be used primarily to finance the Group’s commitment in relation
to the Jingan project in Shanghai and general working capital.

In January 2006, the Group issued 192,896,338 rights shares at
HK$3.80 each to partially finance the acquisition of CDW Building.

The financial position of the Group was strong with total cash
and investment in securities amounting to HK$3,131.8 million
(2005: HK$3,383.7 million). Total bank borrowings decreased
by HK$584.6 million to HK$2,128.8 million (2005: HK$2,713.4
million) after repayment of certain bank loans during the year.
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The Group maintained a low gearing ratio of 27.3% (2005: 15.4%
(restated)) as calculated by the Group’s consolidated net
borrowings to the shareholders’ funds.

At 31 March 2006, the Group had sufficient internal cash and
banking facilities, both secured and unsecured, to finance its
development projects and operations. At 31 March 2006, the
unutilised credit facilities stood at HK$3,186.6 million (2005:
HK$2,588.6 million).

The maturity profile of bank borrowings were 77% (2005: 15%)
falling within one year, 23% (2005: 70%) falling between one to
two years, and nil (2005: 15%) falling between two to five years
at 31 March 2006.

The Group centralises its treasury functions and adopts a
conservative approach for its treasury management. The majority
of assets and liabilities is denominated in HK dollars and US dollars
and has limited exposure to foreign currencies. The Group also
entered into certain currency swap arrangement for hedging
purpose. 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.

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

At 31 March 2006, the Group pledged certain properties with a
total carrying value of HK$465.5 million (2005: HK$472.0 million),
bank deposits of HK$60.8 million (2005: HK$81.9 million) and
equipment of HK$0.1 million (2005: nil) 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 (2005: HK$2,373.1 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$25.2 million (2005: HK$22.8 million) due from one of its
subsidiaries to secure certain general banking facilities granted
to that subsidiary.

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, reduced by
HK$17.5 million to HK$153.2 million (2005: HK$170.7 million).
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