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Though operating under a series of austerity measures implemented by the
Central Government, the property contract sales business of the Group still
recorded steady growth. The total contract sales, inclusive of Regal Riviera,
were HK$ 11,368 million, a surge of 79% when compared to HK$6,358
million last year.
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BUSINESS REVIEW ESIE

Property Development Business EBREY

Though operating under a series of austerity measures implemented by R REFFE I E—ERREIAERNIEA T AEE 2 thE
the Central Government, the property contract sales business of the & #IHE XK GRBERIER - LA VIS RIEHR TS
Group still recorded steady growth. Total contract sales, inclusive of ~ BERAB113.68870 Lk EFHNHE63.58B T AR
Regal Riviera, were HK$ 11,368 million, a surge of 79% when compared  #&K79% A #HEMEEA1,157,267F K thEF
to HK$6,358 million last year. Total contract sales area was 1,157,267  #91,011,835F 5K K14% - B EBMITARFALE
sg.m., up 14% when compared with 1,011,835 sq.m. last year. bBEAEBBEANERNS0%EZR ERFEE7,50087T°-%
Furthermore, the disposal of the Group’s 50% interests in Shanghai  SEHR -ZTTNF XK EREAEBERLBESE
Hopson International Tower during the year brought in US$75 million  Jtz %8

in cash. The transaction is expected to be complete in 2008 and by

then, a profit of HK$500 million will be generated for the Group.
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BUSINESS REVIEW (Continued)

Property Development Business (Continued)

Guangdong is an important market of the Group where 46% of the
contract sales in 2006 were derived therefrom. Major property projects
including Pleasant View Garden, Huanan New City and Gallopade Park
— South Court are all located at the prime regions of the urban
development. In terms of quality and services, these properties are the
leaders amongst the medium to high-end properties within the same
regions and the market demand is high. The average selling price of the
Guangdong regions in 2006 was up by 27% over the prior year.

Beijing is the second largest market of the Group where 43% of the
contract sales in 2006 were derived therefrom. The current selling projects
of the Group in Beijing include Beijing Citta Eterna, Beijing Fresh Life
Garden, Beijing Regal Court and Hopson International Garden. The
annual contract sales of Beijing Regal Court and Hopson International
Garden each exceeded RMB1 billion. Especially for Hopson International
Garden which is located at the centre of the Central Business District of
East Third Ring Road of Beijing, the contract sales on its inaugurating
date were in excess of RMB400 million, and since the project was
introduced in May 2006, it had received overwhelming acceptances
and broke the single day sales record of the Beijing property market in
recent years. In 2006, the average unit selling price of the Group’s contract
sales in Beijing increased by 50%. Beijing becomes the Group’s source
of profit growth.

The property sales projects of the Group in Shanghai are Hopson Lantern
Garden and Shanghai Hopson Town. Of which, Hopson Lantern Garden,
a townhouse type project, was first introduced in late September 2006,
and is located at Qingpu District Zhaoxiang Town, the west sub-urban
district of Shanghai. The Group considers the property market in
Shanghai is recovering gradually and these two projects will have better
performance in 2007. Furthermore, the Group acquired quite a number
of development sites in Shanghai and its peripheral regions and we
believe Shanghai will contribute more profit to the Group in future.

Currently, Tianjin Jingjin New Town is the only selling project of the
Group in Tianjin. After years of dedicated construction work, Tianjin
Jingjin New Town has gradually become one of the largest hot spring
villa resorts in China with elevating reputation and has by conveying
amenities, entertainment and conference facilities together and receives
escalating reputation. The unit selling price of Tianjin Jingjin New Town
was up by 3% when compared with last year. With the anticipation of
the opening up of Hyatt Regency Hotel in mid 2007, it is believed that
sales momentum of the Tianjin Jingjin New Town Villa Project will
continue to increase.
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BUSINESS REVIEW (Continued)

Property Development Business (Continued)

During the year, the Group secured a further success of its property
business in Huizhou. Presently, it has two projects there, namely Huizhou
Regal Riviera Bay and Hopson International New City. Huizhou Regal
Riviera Bay is a European style top class residential property project
developed by the Group and is well received by local market. Located in
Shuikou Town, the central district of Huizhou, Hopson International
New City is a high-end villa project put on sales by the Group during
National Day on 1st October and has drawn great attention in the market.
The Group will take these two projects as stepping stones and speed up
its investments in Huizhou where we will gradually enlarge the profit
contribution proportion of the Group.

The operation of the Group was satisfactory during the year. For the
year ended 31st December 2006, the Group had a record-breaking
turnover of HK$6,920 million, an increase of 13% over last year. The
following tables show the turnover of major projects and business by
region:

Turnover Of The Group By Geographical Locations:

¥F5EER ()

HWEBRREY ()
RENEEEENBRAPIEREISE ORI A
SERNENEREMEER N HATRERA L REHN
HoBmMTFRERAEBEBMAENRASEETS T
BMKIBRNETER B HI5HNEL A £BRE
AR BN — MR E RN O AR D E LA —
= BIE R IS T TSR BT - NS E S LALL RS
HE REG AURINREENEIRE B S EAEMN
ol H R E B BRI E-

AEERFHZERRM HE-_TTAF+_A=1
—HLEFE AKBENEXEEESHIED
HEH69.2(870 BMEFIEIM3% - TRIIFRERSEILE
EEBRAREBI D 2 EEBENT:

BRSNS C EEEEENT:

2006 2005

ZEEREF —TTRF
HK$ million Ratio (%) HK$ million Ratio (%)
BEBER EE (%) AEHT LEfB1(%)
Guangdong R 3,382 49 2,891 47
Beijing B3 2,173 31 2,067 34
Shanghai s 666 10 616 10
Tianjin K= 699 10 558 9
Others HAth - - 2 -
6,920 100 6,134 100

TURNOVER OF THE GROUP BY GEOGRAPHICAL LOCATIONS R EEHEI 2 2 S BEE ¥ EMNT

A
A
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BUSINESS REVIEW (Continued) E S IE )

Property Development Business (Continued) WERRER (E)

TURNOVER BY MAJOR PROJECTS X EEB o &£l T

2006 2005

ZEERARF —TTRF
HKS$ million Ratio (%) HK$ million Ratio (%)
BEBT L fil(%) BEAT EEBIl(%)
Beijing Regal Court ERHKIFR 1,334 19 1,255 20
Pleasant View Garden BRERE 898 13 776 13
Shanghai Hopson Town — _E/&& 4B 666 10 616 10
Tianjin Jingjin New Town K32 FEFIHN 663 10 548 9
Huanan New City R 390 6 369 6
Huajing New City ST 373 5 516 8
Beijing Citta Eterna TRES=E 366 5 617 10
Others HAh 2,230 32 1,437 24
6,920 100 6,134 100

[ | Beijing Regal Court Huanan New City
ERIIFR R
Pleasant View Garden [ | Huajing New City
R R ST
Shanghai Hopson Town [ | Beijing Citta Eterna
EBEERH ItRESZE

[0 Tianjin Jingjin New Town Others
RAETEHH HE

2006 —=

A
A
7/ I
_FH'

2005 —EEEEF

TURNOVER BY BUSINESS SEGMENTS R %558l 0 & %28k Hlan T

2006 2005

—EEXRE —ZEThHEF
HKS$ million Ratio (%) HK$ million Ratio (%)
BEET EEf(%) AEET EE1(%)
Property development MEER 6,693 97 5,991 98
Property investment MERE 54 1 47 1
Property management YLD 173 2 96 1
6,920 100 6,134 100

ataRsRaELn 225558 @) 19



Managing Director’s Report
ESRERE

BUSINESS REVIEW (Continued) EFOEE (&)
Property Development Business (Continued) WERRER (&)
Property Development Completion (Estimated) YFFETT (FET)

Name of Project
HEEH

2007
Completed
Area
—EELF
5 LEE
(sg. m.)
(FFHK)
Total

At

2008
Completed
Area
—EBEBN\F
ZEIEE
(sq. m.)
(F7K)
Total

At

2009
Completed
Area
—EBNF
TIEE
(sq. m.)
(FFK)
Total

At

Post 2010
Completed
Area
—E-EF
D#ExEIEE
(sg. m.)
(FFHXK)
Total

At

Gallopade Park BRTE 39,118 68,214 95,512 439,529
Pleasant View Garden B’BREE 75,039 101,440 146,955 505,489
Huanan New City RN 69,951 142,722 87,441 1,831,414
Huajing New City ST 94,529 - - -
Regal Riviera 7oA 102,047 92,992 - 344,070
Regal Palace HRELN 32,397 - - -
Yijing Huayuan = - 57,048 61,816 -
Guangzhou Hopson International

Building EMNEEBRBKE - - 99,059 -
Yunshan Xijing FLES 31,494 68,328 23,014 -
Regal Riviera Villa el 34,975 64,071 — —
Nanhai Junjing Bay A RE - 115,904 124,259 379,496
Guangzhou Jiahe Commercial City eSS - - - 143,186
Guangzhou Huadu Hongbenggang BEMNFEEDAL AR =

Reservoir Project KEIEE = 60,000 60,000 264,510
Huizhou Regal Riviera Bay B R 114,882 37,987 64,490 316,099
Hopson International New City & A BTk 230,169 29,027 149,027 848,796
Beijing Regal Court IR ITHR - 145,255 71,627 248,843
Beijing Citta Eterna TRES=E 110,182 58,123 38,235 -
Beijing Fresh Life Garden It RHTAMRE 63,910 - - -
Hopson International Garden BERBIERE 151,782 37,242 — —
Shanghai Hopson Town EEEEHF 103,759 89,415 70,000 108,002
Shanghai Hopson International Tower — _E/8&£BBRAE - 82,671 - -
Shanghai Yangpu Xuchang Road Project _F/&#5/5#r & 8518 H - 26,338 24,451 -
Shanghai Sheshan Dongziyuan EERILREE 20,733 17,614 12,615 73,635
Hopson Lantern Garden A ERAREE 52,066 35,000 26,893 -
Shanghai Dongjing Project EERTIER - 43,820 54,776 21,733
Ningbo Gaojiaoyuan District Project ERSHERIER - 71,299 43,356 328,157
Tianjin Jingjin New Town RIZ T 244,769 100,000 210,000 2,656,207
Guangzhou Qianjin Road Project B AT TE B - - 112,038 146,148
Guangzhou Ziyun Villa BMERE LG 14,160 177,995 50,000 633,216
Beijing Desheng Building I REBRE - 65,837 - -
Beijing Dongfangwenhua LR T 3 - 129,749 - -
Shanghai Yu Tai Project s fzR1ER - 16,385 23,140 -
Tianjin Ge Tian Building RERRAE - - 90,000 -
Tianjin Regal Riviera Bay REBRE - - 134,550 -
Total FEE 1,585,962 1,934,476 1,873,254 9,288,530
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BUSINESS REVIEW (Continued)

Property Management Service

The property management service is an important protective shield of
the Group in its development. Guangdong Esteem Property Services
Limited (“Guangdong Esteem”), with State Grade 1 qualification, is
devoted to providing comprehensive, professional and people—oriented
management services to residents. The business motto of Guangdong
Esteem is “People as core and creation of Quality Life”. It makes its best
endeavours to provide a healthy and comfortable environment and its
service is well received by the community. In 2006, the Group set up a
seamless property management service information system and had
enhanced its customer service standards. In 2007, the Group is desirous
to fulfill and focus on expanding the dimension of property services in
satisfying the living requirements of the mainstream sector in PRC. We
aim at focusing on customer demands and customize top class services
dedicated to them. We look for leveling up with international property
management standards and create premier living style of international
quality with the objective of achieving customer satisfaction.

Property Rental
The rental income of the Group in 2006 was approximately HK$54
million, an increase of approximately 15% over last year.

At of today, the rental income of the Group is mainly derived from retail
shops and carparks which represent only a small portion of the Group’s
business. However, in the foreseeable future, the Group will gradually
develop more commercial projects like office buildings and shopping
malls and hence will bring more steady cashflow to the Group.

Hotel Operations
The Group has two hotels with business operations, namely Guangzhou
Regal Riviera Hotel and Beijing Plaza Royale Hotel.

EF5OEE ()

VIR EE R
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BN AETAERFEEEN SRR REE RS
REMHEERBRA-—TTRF KEET T EHYE
BERBESRSE 2EEN T EPRBKT -LET
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BUSINESS REVIEW (Continued) EF5ERE (#)

The turnover of Guangzhou Regal Riviera Hotel for the year was HK$19  BEMNERI w=B/E R AFE &£ ABE1,9008 7T F
million with an average occupancy rate of 58%. Whereas, the turnover ¥ AFEEAE58% - MR B EFEDBERAFERNEE
of Beijing Plaza Royale Hotel for the year was HK$27 million with an  #A&&#2,7008 7T FHAEERAE55% °

average occupancy rate of 55%.

Beijing Plaza Royale Hotel Guangzhou Regal Rivera Hotel
ERFERSEEEE BMRIFERBE

The Hyatt Regency Jingjin City in Baodi, Tianjin is under construction — RFEBEIXAIFUEFINIALBSE EEESEF 15 E5837/H
with 837 rooms. The hotel is managed by Hyatt of China Limited, a B WHIERBE AR Z2EFARFBESEAR AR
wholly-owned subsidiary of Hyatt International Corporation and is & FEHR -_ZTTFHHE-

expected to commence operation by mid 2007.

We expect the Group’s hotel business will not only bring greater ~ RN&EEZBMER TEASHPBSEERM AEESEK
profitability to the Group in view of the prosperous economic  EEMZEFISN B ALEE T AVEE A& MAIEEINE KT
development in China, it will also increase the intrinsic value of both the  {&{&-

property projects and its branding.
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Hyatt Regency Jingjin City
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REVIEW OF FINANCING ACTIVITIES

In order to enhance its financial position and to raise fund to further
enlarge its land bank, the Group carried out the following financing
activities:

(1) Issuance of 60,000,000 new shares
On 3rd November 2006, the Company issued 60 million new shares
and placed them to international investors at HK$16.6 per share.
The net proceeds from the placement were HK$980 million and
were deployed for working capital and investment purposes.

(2) Issuance of convertible bonds of RMB1.83 billion
expiring in 2010
On 18th January 2007, the Company issued RMB1.83 billion zero-
coupon convertible bonds with conversion price of HK$30.08 per
share. The yield-to-put for the 3 year convertible bonds was 1.5%
per annum. Upon full conversion, to the total number of shares to
be issued are 61,107,715 shares. It is the first ever RMB
denominated convertible bonds issued by a Hong Kong listed
company.

Rl B E DR
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iRtk AT EE &61,107,7158A D It
BESLMARERETUAREHERN ATRRE
5‘;0

LEAREEERLR —BBAEER @) 23



Managing Director’s Report

EERIEmS

LAND BANK REPLENISHMENT

The land bank of the Group is substantial. On 31st December 2006, the
saleable area of the Group was 14.08 million sq. m.

Although the land bank is sufficient for the Group to use in the coming
five to seven years, the Group continues to acquire new land to enlarge
its economic scale. The following is the new land that the acquisitions

had completed during the year:

Group's
Name of Project interests
HH M AEEzER
Nanhai Junjing Bay 100%
BEERY

Guangzhou Jiahe Commercial City ~ 100%
X2

Guangzhou Huadu Hongbenggang ~ 95.5%

Reservoir Project
EINTERAL ARk IR B

Shanghai Yangpu Xuchang Road 100%
Project
LG ETERER

Shanghai Sheshan Dongziyuan 100%
FERLREE

Hopson Lantern Garden 100%
BERER

Shanghai Dongjing Project 84%

HERSIER

Ningbo Gaojiaoyuan District Project ~ 100%

BReHEEEE
Total
ey

1 b G fim o 1

Location of
Project

b =R

Huang Qi Yan Li Road Land Parcels, Foshan,
Nanhai District, Guangzhou

BMNFLEERERERRIER

The West of Guangzhou Road South,
Haizhu District, Guangzhou (The Land Opposite
to Xinhoude Gardening Company)
BNTESRREMNNERAH TRERE
ARIEHEMER)

Land Parcels surrounding Hongbenggang Reservoir at
the north of Tourist Thoroughfare in the Front of
Mountain, Shiling Town, Huadu District, Guangzhou

BINTER R MR E L AR AE AL K&
ALRR7KESNES D R

Tangshan Road South, Xuchang Road East,
Kunming Road North, Huaide Road West, Shanghai
EEELEE FERR BRI EERA

Land Parcels No. 9 and No. 10, Sheshan National
Holiday Resort, Shanghai

HERUBRIKEE RRAF kR

New City Area, Zhaoxiang Town, Qingpu, Shanghai
HEFEHBENEE

Site B, No. 10 Dongjing Town, Song Jiang District,
Shanghai
LBNTRRRE05:BHR

Land Parcels No. 1-6, Gaojiaoyuan Core District North,
Hai Xin City, Ningbo
BREGIN S 2 EEZ L EILA1-65% iR
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AEEBRERANTIFEE R ST F+_A=1+—
A AEBRHAIHEEEEE,4088F 5K

BARM 2 TRBRNEERRAELFRE A &
BDATEHEER LB RECBRE- AT AEER
REFZRYBIIE L2 —BRK:

Gross Floor Saleable
Area (sq.m.)  Area (sg.m.)
EFEE UHHERR
(EHK) (FHK)
672,093 619,656
143,186 143,186
384,510 384,510
56,289 50,789
125,897 124,597
124,531 124,041
122,823 120,329
450,566 442,812
2,079,895 2,009,920




LAND BANK REPLENISHMENT (Continued) TGRS ()

The following are the land acquisition contracts signed during the year AT AREBRFRSESWIE LB HERNFRTK
but the acquisitions were not completed at the end of the year: Z—Bx:

Estimated Estimated

Group’s  Location of Gross Floor Saleable

Name of Project interests  Project Area (sq.m.)  Area (sq.m.)

HEER rEEzER EELY EEEE  AUHHEEER

(£7K) (EFEXK)

Guangzhou Qianjin Road Project 100% 21 Jijin South Street, Qianjin Road, 266,186 258,186
BEMAIEEIER Haizhu District, Guangzhou

EMTARERERESEE2HR

Guangzhou Ziyun Villa 100%  Guangdong Zengcheng City, 875,371 875,371
BMEE L Xintang Town, Guangzhou

BRAEHHHEER
Beijing Desheng Building 100%  De Wai Guan Xiang, Xicheng District, Beijing 70,937 65,837
L REBAE LR TEH R EI R
Beijing Dongfangwenhua 60.98%  No. D4, Dongsi Redevelopment Area, 129,749 129,749
ILRET X E Dongcheng District, Beijing

ERRBER AN NRDAS

Shanghai Yu Tai Project 100%  Sites C-4-2 and C5, Jingiao-Zhangjiang District, 39,525 39,525
LEH%RER New Pudong Area, Shanghai
HERRHRSE - RIMRC-4-2RC-5HR

Tianjin Ge Tian Building 100% Interchange between Wei Jin Road and Shui Shang 90,000 90,000
REBRARE North Road, Nan Kai District, Tianjin
RETERREEREK FEERA

Total
FEE 1,471,768 1,458,668

ataREEAELAT —B2AEEE @) 25
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LAND BANK STATUS I it AR

The following analysis of the land bank of the Group (inclusive of Regal T AREB it EZ ST (BEBMKIFSR) 2
Riviera in Guangzhou), by saleable area, is based on its internal records ~ AJ{EHEEREY AREEABLEFE  MBELIZE:
only and without any independent verification:

Usage and Location AZRitE

Saleable Area (million sq. m.)
AR EER (BB LK)

Guangzhou Huizhou Beijing Tianjin Shanghai  Ningbo

&M =M = RE L R
Residential F= 4.60 1.34 0.62 3.25 0.73 0.44 10.98
Shopping arcade 5L 0.78 0.21 0.13 0.08 0.05 - 1.25
Office WA= 0.06 = 0.18 = 0.06 — 0.30
Carparks FH% 0.84 0.22 0.16 - 0.08 - 1.30
Hotels JBE 0.03 0.04 0.04 0.14 - - 0.25
Total ko 6.31 1.81 1.13 3.47 0.92 0.44 14.08

LAND BANK BY USAGE ZR% &5 Tt EHELLHlan T

[ Residential
F=
Shopping arcade
kil

[ Office
Carparks
R85

[ Hotels
B E
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LAND BANK STATUS (Continued) TR (@)
Development Status and Location BERIRHBE

Saleable Area (million sq. m.)
AHHEEE (BEFHK)

Guangzhou Huizhou Beijing Tianjin Shanghai  Ningbo

EM =M E= P=4 fisp:=} =i
Completed properties [mheI547/E 3 0.45 0.02 0.20 0.26 0.05 - 0.98
Properties under BRERAYE
development 1.20 0.21 0.45 0.17 0.28 - 2.31
Properties to be developed #FEEY%E 4.66 1.58 0.48 3.04 0.59 0.44 10.79
Total FEE 6.31 1.81 1.13 3.47 0.92 0.44 14.08

LAND BANK BY LOCATION &t @85 T skl T~

[ Guangzhou Huizhou
BN =M
[ Beijing [ Ningbo
bl 35
Tianjin
RiE

[ sShanghai
s

Development Status and Usage BRARR KR AR

Saleable Area (million sq. m.)
AR EER (BB L LK)

Shopping

Residential arcade Office  Carparks Hotels

= (G i PN FEi5 B E
Completed properties =304 7ES 0.37 0.29 - 0.25 0.07 0.98

Properties under BRERAYE

development 1.66 0.11 0.12 0.28 0.14 2.31
Properties to be developed # %R ¥ 8.95 0.85 0.18 0.77 0.04 10.79
Total Rt 10.98 1.25 0.30 1.30 0.25 14.08

LAND BANK BY DEVELOPMENT STATUS RE Rk N &2 L &L Hm T

[ | Completed properties
[EE3547ES

Properties under development
BRPYIE

"1 Properties to be developed
RERYE

aEAREEEERAT —22xFFE &) 27
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LAND BANK STATUS (Continued) T bR (@)
Title Status and Location P REAR I R 1t B

Saleable Area (million sq. m.)
AHHEER (BT EX)

Guangzhou Huizhou Beijing Tianjin  Shanghai Ningbo
BN EM bl RE L B

Land use rights certificates 2§ T {5

and construction works ERERIR
planning permits MBIFTAT RO
obtained @ 1.64 0.30 0.71 0.43 0.33 - 341

Land use rights certificates B 1-3E A&

obtained but without BARRGESRT
construction works T2IREIF AT E
planning permits @ 2.34 1.06 0.15 0.97 0.48 - 5.00

Construction land use BEVSERAH
planning permits HEBIFFAEOO
obtained ©® 1.71 - 0.27 2.01 - - 3.99

Grant of major approvals B EEHNR

and certificates not yet FHEZBH0o
obtained ®® 0.62 0.45 - 0.06 0.11 0.44 1.68
Total 45t 6.31 1.81 1.13 347 0.92 044 14.08

(1) Relevant land use rights certificates and construction works planning (1)  BEEFREN L ihEHERERTRRAHFIZ-
permits have been granted.

(2) Relevant land use rights certificates have been granted while the — (2) EREEFRNLHMEHEERR 2 ES TRARFIEL

appertaining construction works planning permits have not yet been REG
obtained.

(3) Relevant construction land use planning permits have been granted.  (3) EREEARERZMAMREITF A -AM HAREHERHN
However, the land use rights certificates have not yet been obtained and THEAE MAMLILEAERSERTLEEA R
will only be secured upon execution of the relevant land transfer contracts RXNBEELERESRIUS
and payment of land premium.

(4)  Only upon completion of the land grant procedures (e.g. obtainment of (4 THEREFERTER LR BIEF (NESZERBHHRE
the construction land use planning permits, and the execution of land FAERETIERSR) RXNBHI RS 2%
transfer contracts) and the payment of the appertaining land premium TR S
will the land use rights certificates be obtained.

(5)  For payment status of land premium, please refer to notes 23 and 39 to ~ (5)  tTiHESZ XK RB2MIREMFE23K%39
the accounts.
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CORPORATE GOVERNANCE

During the year, the Group continued to maintain effective corporate
governance practices. Apart from the Audit Committee, the
Remuneration Committee, the Connected Transactions/Related Party
Transactions Committee and the Option Shares Committee established
by the Company last year continue to operate and are responsible for
supervising the corporate governance status of the Group.

Details of the corporate governance report of the Group is set out on
pages 79 to 88 of the annual report of the year.

INCLUSION IN THE MORGAN STANLEY CAPITAL
INTERNATIONAL INC. (“MSCI”) CHINA INDEX

Since June 2006, our shares have been included in MSCI China Index,
reflecting our works in the past are recognised internationally.

APPRECIATION

I would like to express my heartfelt gratitude to our management and
all staff members for their commitments and dedications to the Group.

Wu Jiesi
Chief Executive Director

Hong Kong, 17th April 2007
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