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Ocean-vessel trade
key component of
RTT profitability

As much as 50 per cent of revenue rides
on Monday’s outcome of legal battle

EPORTS
Russell Barilng

‘The $6.5 billion River Trade Termi-
nal (RTT) could twm iis firs¢ profit
within three years i operating cosis
arecut and itls allowed to continue
10 serve vessels that deliver goods
from south China’s prolific {ec-
tories to Asian markets, according
10 [ts top executive.

The company on Monday will
reach the final leg of its two-year
legal batife with the g

can sull cperste on a break-even
basts,” Mr Wong said. “1f | am
allowed to do a small volume jof In-
tra-Asia trade] ~ one million teu
{20-Tt equivalent boxes] - within 30
months, the RTT will turn a profit.”
MrWwongdeclined (o revenl how
much money the RTT lust last year,
saying it was “more than many,
many millions”, Shareholder provi-
slons in 2002 and 2003 annual re-
ports indicate the company lost at
|east $450 million in those years.

over lts right to serve ocean-going
vessels, a valuable and growing
souree of revenue for the firm.

113 new general maneger, Paul
Wong Hok-leung, yesterday said
that win or Jose, the RTT s business
mode! would change to be more in
fine with the low-margly business
it {s in end the low vverhends of ha

- rivals,

“One of my key goals ks & sub-
stantial re-engineering, n simple
terms substantla) cost reduction,”
Mr Waong sald. “But there’s no
doubl having the dght to handle
vessels (rom the Intra-Asla trades
would help me build a hub quicker,
and turn around the company.”

The government insisls the pro-
visions of the RTT's nine-year-old

1and grant restrict it-(o0 handling -

cargo shipped 1o and from the Pear)
Tiver Delta. 1t moved about 2.6 il
lion boxes of cargo across Iis 49
berths last year, 900,000 of which
were [rom the type of ocean-golng
wvessels the government says is in
contravention of the RTT lease.

As lts tarifls for handling intra-
Asia cargo ore on average double
those (or the river trade, asmuch as
50 per cent of RTT's annual reve-
Aue may rest on the fwo-day trial at
the Court of Final Appeal.

“On Mondzy. i Lht cuun says]

Partofthe problem, he sald, was
the fragmented nature of the river
trade business msde it difficult to
market the RTT, which he said was
the best facility of its kind in Asia.

“Because of the dispute, the
RTT s markeling efforts have been.
undermined,” he sald. “The quick-
est way {o {urn the RTT tnto a hub
for river trade Is (o target the Inira-
Asla vessels phylng 1t

*If1can market from that engle,
it would be a far more effective way

to cresie a hub |for the river tndel. |

It s the right way.”
‘While the has increased the
amount of cargo tt handles every
ear since fis 1998 launch, It hes
2ty failed tolive up to its original .
bilfng when It was awarded to o
RTT consortium which included’
Hulchison, Sun Hung Kal, Jardine -
Mothescn, Cosco Pacific and.the
Bank of China (ntemationall,
Tired of the endless cash calls,
Cosco and the BOCeold! their 10 per
cent siakes In the past wo years.
Many industry watchers are be-
ginning (o see the RTT as a lost op-
portunity for Hong Kong, with
ports across the border increasing-
ly wrning their aiention to the

- promlsing river urade, The 10 billlon

yuan new Internaotional port at
Nangha is one of severpl south
China faciliues Jooking to the rver
for additional revenue.

“Hong Kong Is at the southern
tip of the Peart River Delia, Nansha
is almost the geoPupMcu.l centre,”
Mr Wong said. “If the T does not

otiract the crivcal mass it needs to
become a river trade hub in three
years, we are in serfous trouble.”

cannot [h vessels),}
willsitck to myJob, pos(live that we

B [ T
RTT's Paul Wong says one of his kay goats s substantially reducing costs.
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Case of tail wagging the dog

Negotiators from the airlines and
the Alrport Authority aze et to
knock heads again over the issue
of the authority's proposed
privatisation.

This will mark the second
three-month period granied by
“the government for publlic
consultation, the first having
ended last month without much

aclils. snd both Laterosl g exicrnal

0 exch individusl’s reqoirements.

hars optlon scheme under which Lhe Campany may gram
ployees o subscribo for shares in the Company. Particulars
10 be set oot tn m. releveni seciions of (he Interim Report,

The Dlrectors declared an interim dlvidend of HKS0.10 per share (201N NIK50.60
payabie in cash on 29 Marcl
24 March 2005,

2003 (0 sharehnldera on the Reglatce of

order 1o exiablish entitlemanis 1o the

£ Kong nol iaier then 400 .. on Tmusaday, |7 Mirch
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But If the government thinks
the discussions are maving
towards finding common ground
and that the second cons Lation
period

Below
DECK

Joseph
Lo

The government sees Chek Lap
Kok 09 a big shopping mall that
will generate profit rom
commerctal activities, while the

conclusion to lhemﬂu 1t may
have (o think agatn, -

According o the Industry, the
(wo sides are no closer on the'
fundarnental Issues than they
were in December when they
starts

What are these tssues?

It really boils down to the
yuesiion of whether the airport
should balance lts bookson a
single-ufl accounting system, as is
the present practice, or whether to
move towards a dual- (U] system.

‘While the single-till system
comblnes all revenues and costs
into one acoount, e two- Ll system
separates aviadon and

alrline are ancillary.
But the'alrdines argue that no
one would be shopping at the
airport in the Arst place, If they .
wert not there {o get on o planc or
10 see ol or greet a loved one.
There are other issues o3 well,
but their | depend on

in airport priva_tisation talks

authority's core rocu< remalns on
ruruing Chek Lap

In january, mu ALrpon
Authority signed n letter of intent
with Hangzhou Xiaoshan
International Airport in Zhejlang
pravince, paving the way,for ls
[irs1 major investment outside
Hong Kong.

The government has said that
it {3 critical the alrpori be allowed
10 build elllances and partnerships
with outside entities, giving It
greater competitive Oexibllry.

That Is fine, too, but it is
equally important that the
authority’s managers are not
distracted (rofm thelr core

business of nunning Chek Lap Kok . *

for the benefit of the communiiy.
“The Industry says the two sides
are prcpnﬂng to head back to the

first resolving the single versus
dual-till debate.

The airlines would like 1o see
the adoption of o transparent
charging mechantsm at (he
privattsed airport.

There was widespread panlc in
the Industry when the public
consuliztion documents hinted
that user charges for airline
operators may have to be

commercial activities into two significantly increased If the
accounts. privatised airport Is to show a

‘The government's rationale for § reasonabie rate of return.
changing the system would be to That begs the question: just
separate the two aclivities to what ls o rezsonsble rate of return
better assess profitability, allowing { end how much of that should the
Lhe authority o set aiflne charges ald(nu bear?

leases 100 - alr travellers

as and when needed to make sure nnd the wider community - have
that both areas are ind anghttoa charging *
proftable. mechanism, if thes lnleruls are

It is a question of the tall 1o be protected.
wagging the dog, or whether the Another Issue will be the
government believes it is the other | checks and balances that willbe |
way around. put in place to ensure that the

That \hay m uml prepared o
lalk is a good sign, but the worry
temains (et the government is
set on its dual-til approach and it
Is just paying Up service to other
considerations, .

1t is also wol g that the first
public consultation produced no
concrete proposal from (he
authority or the gavernment on
the charglng mechanlsm or the
future requiatory fremework,

However, some light la

emerging at the end of the tunnel.

Alrlina negotiators say that the
govemnment has asked them what

they would consider 1o be a sl

reasonable rate of retum for the
airport, which ls a step ln the right -
direction.

But given that the two sides.
stll] remain so far apar, i willbea
wonder If the next (hree months
tum out to be more producdve
than the past three.

“faseph.lo@scmp.com

Austerity steps dim Harbin Power outlook

A POWER
Eric Ng in Beijing

Harbin Power Equipment's order
book swetied by 30 billlon yuan last
year on the back of the malniand's
power plant construction bodm,
but gwuwm next year and in 2007
could be pa:ed by the central gov-

emment's clamp-down on unap-
pro rojects.

Harbin Pawer Equipment chair-

maen Geng Led sald the company re-
eetved 40 billion yuan of new or-
ders in 2003 ang 30 billion yuan last
year as companies raced to bulid
plants to mesl the nauon s vore-
clous deman:
The firm bankcd 5.14 bililon
Eu:m of turnovet in 2003 and 3.61
{Uion yuan b the frst hall of last
year. But Beijing’s recent campaign
to stamp out power projects that
are not economically of environ-

mentally viable has cast a cloud
over the equlpment industry.

“Since the majorily of our cus- |

1omers are the (ive national power
generation groups and reputed .

rms like China Resources Power
Heldlngs, I thirk the Impact on us
will not be major,” Mt Geng said.

He sald the coinpany was sull’

calculating the pessible impactof -
higher lron ore prices and higher
steel prices on its operations.

\ L 1
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Sun Hu,h.g‘Kai Properties Liinitéd V ‘ i '

(incorporated in Hong Kong with limited liability)

2004/05 INTERIM RESULTS
CHAIRMAN’S STATEMENT

The Group's three hotels continued to show encouraging performance during the period under review. Overll :
j occupancy cxceeded 92 per cent on aversge and room retes showed satisfaciory growth. The new Foutr Seasons hotel
Y Y g g d . ) complex al IFC s expected to P i in Sep 20105, while two new leading hotels, Ritz-Carlion
A jmv A AGBAN IBletebs 17 the six months ended 3] December 2004 was * Hotel and W Hotel, are under development es part of Kowioon Stalion Development Packages 5, 6 & 7.

AL i netim e d )i 188 dorrespohding period lest yeor. Earnlngs per share
Ere !&urjg ‘ctat from b e :
N oo

!.-4
1102 PaYabIE
#

Telecommunications and Information Technology
SmarTone . .
X , SmarTone recarded s solld business performance despite s competilive market, The cumpany's compalling products |
17 per cent Increase from the correapunding aud xervices, besl nelwork quelity and nbrivalled cuslomer acevice rorulied in continued improvements in lls cstomer £
eholders whose names appear on the Register profile nd steady growth in mobile service revenue. Date services registered cncauraging increases in both customer. ¢

‘ B

usage and revenue,

- ! . SmarTone introduced its 3G service in December 2004, and it has teamed up with Vodalone to enhance fts olferings
i, v . to customers and sharpen its competilive edge further. The Group is confident about SinarTone’s business prospects
; ’ ' * and will continue Lo hotd the company as s long-term investment, * oL
prgperlles in Hong ‘Kong over (he six months SUNeVision !

b4, ¢ 3.
& cr 2004, compete : DHOR 1OF K =t et ! ; SUNeVision stayed profitable during the period under review, recording a net profit of HKS41.5 million for the six
Y X
e e e Tiksa) T ity Wid and The Paciflen e 2 b ety She Wan.  maniny ended 31 December 2004 The company's core iAdvaniage daia cenvte business conlinued Lo enlice
* Nebie Ritl i Shitme o o ' high-calibre local and multinational customers with its.superior facilities,  fact that is reflecied by aiendily rising
Shely G oceupsncy raies. The company’s financial position remained strong, with approximately HK$1,300 million in cash
tilhe; perlod was HKS$S,130 miftion, compored to  and inierest-beering sceurities on hand. SUN¢ Vision is looking 10 sirengthen its core businezses and gustain full-year
Group completed the foliowing three projects in the  profitability in the manths shead, .

4tk [0 ;
affiTH

f ésfdenial onits, :
1B feifdeny onits . Trensportstion and Infrestructure H
i :i'x i Group’s Attribbtable Gross  xo 100w Motor Bus :
Interest ~ . Floor Area . . . - : . . B

(%) (sq ft KMB's ongoing efforts to enhance productivity end efficiency and implement siringent cost controls hove resulted in

satisfactory performance, despite the continuation of fare cancessions and e loss of paironage to the West Rail. The
. redevelopment of the former Lai Chi Kok depot into residentis} unite will be upgraded to a luxury standard lo
it mazimize value, KM8's in portation on the Maintand have been progressing well, and
gsidential Joint . 1,017,000 "i1) keep looking for opportunities 1o expand its core business over the border. KMB's subsidiary the RondShow

H

"d" ) venture, , Group is maintaining it business focus on medie salea and advertising service in the grester Chine region.
e -“g;‘."i‘:\""i’mm 100, 268,000 pyner Infrastructure Business B :
h;,g:_fl PSSR AN T . The Group increased its holding in Asie Container Terminai (ACT) fo 57 per cent during the period under review by
.'E‘il fficd/ . 100 1,283,000 excrcising ils pre-emptive Tight to & 28.5 per cent steke that was being soid by s consortium parioer. This holding was

ncquiréd as part of a sirategic expansion into the logistics sector, but the Group subsequently received an unsoliciied
2,568,000 and attractive offer for its stake in ACT end sold the entire 57 per cent interest in December 2004, st a profit of sbout
e HK$1,400 million, .
g ) . ! . . The Wilson Group achieved satisfactory resulls during the period, while both the River Trade Terminal and Alrport
méans, adding three development sites since  Freight Forwarding Centre are operating smoothly. The (raffic fow on Route 3 (Country Park Seclion) reimined
i . : steady. At the Group's infresiruciure projecis are in Hong Kong. Given their potential ta generale cash (lows end
Attributable Altsibutable Gross good relurns over time, the Group inlends to hold oll its interesty in existing infrastruciure projects as long-lerm

L fech i1 Hong Kong, comprising 21 ynitlion square  The Group received an overwheliming response (0 s self-arrenged. Five-year [olly cevolving syndicated loan finatized

1€ f2k1 of properies under development. i al1o holds in February 2005, The HK$12,600 million facilily set a new benchmark for itive fi end the procecds

Sk sl arcn. The mejority of the agricuhiurs sites are  Will be used partly for general working cepital and ahso o repay some exiuting lount, The Group has sbundant

éﬂﬂiilmﬁl"nf‘bh"“%d railways in the New Territories. stand-by banking lines on 8 commitied basis to finance future business cxpansion, and all of its credis facilines are

e ' " " oew \msecured. “the Group will fengthen its debi-matarity profile further, ax and when appeopriate. i
el " P AL

Slte Area Floor Area  nvestmenis. .
{sg f1) (sqj1) Mainiand Business }
A buoyant Malnland economy helped the Group’s property business there pecform well during the period under
review. Shanghai Centret Plaza is fully occupied and rents for both the office and retsil space heve increased. The
137,000 1,230,000 office space ot Beljing’s Sun Dong An Plsza wos 97 per cenl let, and the Group is repasitioning and planning major |
P renovalians to the shopping mall 1o meet changing customer preferences. panticularly in preparation for the Olympic
Joint venre 15.000 134000  Games in 2008, Plang are being finnlized for the Group's office. hotel and shopping mall project in the Lujiszai |
oint, ver finance and trade zone in Shanghni. :
62,000 308,000  Corporate Finance . :
The Group's financial position remains strong, wilh low gearing and high interest coversge. its nel debt to §
- . ——— harcholders' fands ratio remained low al 5.6 per cent, ia part due to the HK52,300'million in proceeds from the ssle
! 219,000 ¢ L§72,000  of the Group's inierest in ACT in December 2004, as well as continuous revenue {rom business operations. i
13
}

Hedn ‘o ith high volume inthe secondary  Moody's upgraded the Groap's corporaic long-term foreign currency raling from "A2" fa "Al" with & steble outlook
6% HSRINCRNEF & ety sirong rebound in’ 2004, and homebuyers in Seplember 2004, .t0 reMect the property market recovery and the Group's financlal strengin and sound business
. 4 o straiegy. The new rating s the highest of any Jocal property company and on a par with the Hong Kong governmeat’s
sovereign rating.

ot T
(VAL b level of affordabliity have created a robust demand 3
Dub-io;date specificalishy, 1ayouts, designs ond facilitics. ‘The extension Customer Service
s

{45
i Mol ibe, Corporatign'suinsurance programme should. further stimutsie  The Group is dedicatcd 1o providing qualily service and 3 lifestyie of convenience (v iis cusiomers. It fwi mEmber
] belrgc‘Gﬂ ifed fof pre-sale as the completion of new units will  property management companies — Kai Shing Mansgement Services and the Hong Yip Service Company — handle
N i T every nspect of estate management wilh professionalism 2nd have wan numerous awards for high-quslity service and
mlqeuu-i projects for pie-sale. with a wide range of flat sizes (o cater to outstanding Inndscape design.

: d the Group is meeting this demend by offering  The SHKP Cluh acilitates (wo-way ication with its 200,000 members gnd providea them with timely
B dding extra velue to new projects. The Gomatched  information sboul the Group's propeny projects. The Club will introduce a new category of membership 1o bulid
i N ebuyers and indusiry experts, customer loyally and promote new property sales.

f | I pYeilt { g bf;llhtv Grovp’s new projects: Continued efforts have been  Corparate Governnnce

3 81 % ‘%}b O e T g b Bithyodgh iy ‘5"“,‘.‘5’;!’..' {0 the Group’s land bank, strengthened branding and 4 commitment 1o good cerporate governance is centrei to the Group's effors ere

phi ¥
0 made (o formalize bext practices in keeping with internstional standards. The Group has always upheld its high
planned completions in the recond hail arc as  standards of corporate governance with an cffective board of directors, limely disclosure of information and a
proactive fnvestor-relations programme.

The Group's dedicetion 10 1t and corporate g is widely recognized by internationally-
N Offlee . Hotel Total  renowned Mnancial publicalions. Asiamaney ranked the Group No. | among the Best Managed Companies in Asia and
. eVl B ) oor_area (militon square feet) the Best Company in Hong Kong for Corporate Governance in 2004, The Group was atso naned No. | amung Hong
: I LS, G T : P : A Kong't Best Managed Property Companics in 2004 by Lurnmoney magozine,
: W oLl i . . Corporate Citlzenship :
4 g o bl iy i 4 ‘ 0 0 3 Good corporate cilizenship is an integral part of the Group's corporate culture, It plays an sclive fole In supporiing
i is 0.7 0 1.3 » broad range bf charities and cullural iniliatives, s well £3 participating.in verious community events. The Group
§ . Y] o 2 also values iis staff highly snd offers support vis a wide range of training and developmenl programmes (hat give
2. - _— people & chance 1o realize their full polentinl. Staff are sharing the fruits of the recent economic recovery with |
H . compelitive remuncration based on meril. :
] g 02 (')‘z The Group considers environmental pratection another priority and bas incorporared Lhis beliel in alt aspects of its ©
; 2 B 06 buginess, from using environmenially-fricndly designs and materials (o creating green lving environmeuts. These

. o 03 2.5  efforts have received widespread recognition from a veriety of organizations.
J— —S etd  PROSPECTS"

S N ) Thé momeatum of global growth It likely 10 remain relatively steady this year, though moderaled somewhat by oil

iciiding 16 Group's HK$289 million share from joint ventures,  price volaillity and US interest rates rising at a measured pace. The Muiniand economy should sec & soft landing and

6l ‘Fentaldtcdime rose by Ihree per cent to HKS2,026 million.  show encouraging growth, notwithsiruding the selective (ighiening measures siill in pince. Long.term prospects for
M the Mainland economy remain positive and the Group is confident about its Mainland investinents.

7y in the local economy. The Group has seen sirong A relgtively stable global environment and a weak US dolfar should underpin exlernal demand. Continved posilive
tom existing tenants-seeking to expand end from  Central Government policies, the opening of the Dizney theme park Iater this year and increased consumer confidence
n;ea "‘.fﬁ‘fk A u‘“ [f‘;oving the tenanl mix in its malis, intensifying  should menn that Hong Kong's economy will see healthy growth this year.
promotiofs- ) 55514 IEnidts 1l d shoppers. Reguiar renovations will be carried out 10 . o iyanginl market in Hon R . A N
vk e > Tt By S g Kong will continue to do well in fight of favorable demand end supply conditions.
:j‘“‘!!g}h‘ mallf'ind eafiince propitt) Valles. The refurbishment of Teuen Wan Plaza 8ad iy income growth amid the improv‘ing |aboor market, expected inflalion and casy morigage financlng suggest that -
e ST AN {he demand for private housing will remain robust. Morigage repayments are likely 10 remain highly affordable, evea
sht supply of aé W office space and en incrense in demand from certain  with ihe intercat rate rises expected. The supply of new unia is expected to decline continuously in the neat few yetrs,
igoilig. Officé Eaplial values rore too, backed by liquidity flow and

The Group will atill maintain a high volume of residential completions for sale over ime, while it also acquires new
. e . ' ; o development sites through verious meana inchiding farmland conversions. public avclions and tenders, The Group's
4'4ts Yalglié ds ke ‘most -prestigious business icon for multinaiional  projects will offer a diverse mix of flats with siylish, innovative designs 1o meet changing lastes, It wili alro continue
vdx,.{ }v:itlali ‘mdi) slands out a3 the premicr new shopping, dining and 1o take steps to eahance it1 premium brand name for futre projects. .
mbst-

s

ully. iet> Marketing of the serviced rental suites at IFC's Four " .

3 ‘rwyb:reibgy Yot oprmy ,n'SEP‘m:e, 1005, : Higher rews for bath rencwals and new leases will likely coniinue, boosting the Group's reiail rental incume. Hong

‘ k.nu egy i X ~ . Kong's role os b gateway to China, CEPA and the tendency for Mainland enterprises Lo set up offices In the territery

Trnl| 11 Koéloon Bast'is part of Millenaium City Phase $. The wall 3ims  ynould bode well for office demand ever (ime, The Group will continue with regular refurbishments 1o ils retail and
et eApericher. ahd 1ts 600,000 square feet of retail space is simost e ]

fits: The 631 Bokniig will take place soon, Phase S also includes abiout ufh.::c properlies, (o A‘mhnnce rentat values nnd‘ nurlc\lvenfn further, ) o
'?[ { gf ginallyigleided (6 keep all of this for rent, but iaier sold & portian to  Major residential projects ptanned for pre.sale in Ihe nexi‘nine months include The Arch at Kowloon Station. Olympic |
i "ingﬁ"\‘)h i ubﬁb‘ 45LTHE temaining office space Is now virtuzily fully let and  Station Development Packoge 3, Ceniral Heights in Tscung Kwan O and Severn § an the Peak. Proceeds from these
gt 57 IE Mllennium City currsmly enjoys high occupancy,  Pre-ssles and recusrent rental incéme will add further strength to the Group's financinl position.
Hﬁféfii\ AL i BIEH Wil | Euhisin appoi imately 400,000 aquare feet of premium office
[ 3y 3 X -

. Approximntely 65 per cent of the properties scheduled for completion in the current financial ycas have been sold.
By d }5‘;!5_?‘_,‘“.‘_“” 2007. . With 8 broad-based recovery expecied scross all (ypes of property in Hong Kong, the Group's results for the current
3 3435 future commercial and cultursl hub, The project  financial yeor will be ging barring i
1 #lil Bontain one miltion square fest of luxury flats . '
JE1BEfirst Kail of 2007, A mega lawer in (he project will APPRECIATION .
JUpeérior design to meet the increating needs of business Mr Dicky Peler Yip was nppointed a3 an i di ive director and o member of the Group's audil
200805 committee in September 2004. His broad experience and knowledge of business will benefit the Group's Tuture
"hilé divesting of some non-core rental properties development.
- . I would like 1o take this opporiunity 1o express my gratitude to my fellow directors for their guidance, and to all the
; staff for their dedication and hard work. :
Jﬁ}rieu continued to grow tmpressively. The Individual Kwok Ping-sheung, Walter
y théme park this-September are expested 1o boost Chairman & Chicf Executive |
: . Hong Kong, 3 March 2008 i
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