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Background of Kai Tak @

Future Kai Tak Development Project
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 Government
Support

 Heart of East
Kowloon district
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Benefits of Kai Tak project

« Middle-iIncome class
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Source : Wenwelpo 1 April 2008
http://paper.wenweipo.com/2008/04/01/HK0804010007.htm
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Table4 Domestic Households by District Council District and x"
2008 Monthly Household Income .
EFER B (#BxT) EFEAAR
AMonthly household income (HKS) [==Fiva ¢
(#T)
BETSE Median monthly
District 10,000- e household
Council district =10,000 20,000 230,000 Total income (HKS)
thi5 #H No. 17 400 32 300 43 000 92 700 27,000
Central & Western H 77H % 18.8 348 46.4 100.0
AT #H No. 10 600 18 100 29 100 57 800 30,000
Wan Chai Bkl % 18.4 313 50.3 100.0
HE #H No. 39 800 80 000 73 100 192 200 22,000
Eastern B o % 20.6 415 379 100.0
2] #H No. 18 500 35 000 32 000 85 300 21,500
Southem 8otk % 217 409 374 100.0
LT #H No. 29 400 45 000 30 100 104 500 17.700
Yau Tsim Mong B 7L % 28.1 430 28.9 100.0
ZE 7k 3k #H No. 45 900 54 700 25 800 126 300 13,800
Sham Shw Po Bk % 363 433 204 100.0
il #H No. 28 900 47 500 41 400 117 800 20,000
Kowloon City Btk % 246 403 35.1 100.0
Al #:H No. 41 700 71 200 25100 138 100 15,300
Wong Tai Sin HaH % 30.2 51.6 18.2 100.0
1]t #H No. 60 800 91 100 42 700 194 600 15.100
Kwun Tong 8 otk % 31.2 468 22.0 100.0
Source : Census and Statistics Department
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Limitations of Kai Tak project

No further land Fixed land usage

reclamation . ——
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Wall effects and
urban ventilation
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MTR’s Background ot

MTR’s Property development :

Profit from property development in 2007
$8,304 million

Revenues from property rental, management and
other businesses

4 24.3%
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MTR’s Background

Operating Profit Contributions

Operating Profit Contributions

Steady growths were maintained in all segments with
significant profit increase from property development.

in HKS billion

W BE
91 Q1 6.1 . =8 /
Mos [Joo

54 46
B Property ownership,
management and
16 40 4. other businesses
| 29 ' Property drevetopiment

2003 2004 2005 2006 2007

B Railway operations and
related businesses

A AT Hong Kong Institute of
Accredited Accounting Technicians
- FRUBAHEE




MTR Background

List of MTR’s properties
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Proposed Development Plan®

Type : Mixture of residential and recreational area

Location : Above future Kai Tak MTR station

Development details:
— 6 residential condos
— Shopping mall
— Leisure facilities
— Car park facilities
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Proposed Development Plan

Classes of each condo

Classes SOHO Harmony | Premier | Supreme

Floors 1-15 16-40 41-45 46-50

Number of 6 3-4 3 2
units

Gross area 600 800 900 1,200

(sq. feet)

Saleable area 500 700 800 1,100

(sq. feet)

Target buyers | Small-size family Medium High Executives

and visiting tourists income income
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Proposed Development Plan * ‘

Name: The Grand Harbour THE GRAND
HARBOUR

Magnificent Victoria Harbour’s view with
excellent facilities
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Development Strategies f

Search possible construction companies

— Hip Hing Construction Co.Ltd. \ﬂ?lb it oo
— E Man Construction Co.Ltd.

Roles of MTR Roles of Construction
Companies

Sale Construction

Promotion Expertise advice

Property Management
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Development Strategies f
First Phase | Second Third
Construction Phase Phase
period: S years |ve,, 2 years 2 years 1 year
Breaks into goTl?leted 1 condo |+2 condos |+2
3 development el ;nSahI?pplng I.:Z?:iciirt?:st,lon JaBCCS

phases
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Project Budgeting

Our proposed budget : $5 billion
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AAT ;

Project Budgeting

Development cost
Land price and land premium

Site formation and foundation
Superstructure and substructure
Professional fees 2%

Promotion costs

Sundries (handover expenses)
Interest Expenses

Total development cost

ute nf
A d t d A unting Technicians
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$1.7 billion
0.1 billion

2.5 billion
0.05 billion
0.015 billion
0.05 billion
0.107 billion
$4.522 billion

G MTR



Project Financing f

MTR'’s debt to equity ratio : 48.5%

Debt Servicing Capability

Total debt outstanding inchuding cbligations under Service Concession increased
17 due to the Raill Merger with 3 corresponding increase in gearing,

MTR’s

source of financing
— Syndicated loans

.

Interest cowve
Iimies g |='

= BondS . ' P BI s i -EHIL[~1='T'.ET@|J bt
— Common Stock 11 I |

W Mot dabt-to-equity ratio
Pesrentaes:
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Project Financing f

Possible financing methods
— Syndicated loans
— Government fund
— Cooperates with other developers
— Provides right issues

— Issue common stock, preferred stock or
bonds

— Real Estate Investment Trust (REIT)
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Project Financing @.

Project financing methods and

proportion
Project Financing (In Billion)
Billion Syndicated Preferred
Preferred stock |1.5 Loar(;,/O.S, Stock, 1.5,
o 30%

Common stock 1

Bonds 2
Syndicated 0.5
Loans
Bonds, 2, 40% Common
Stock, 1, 20%
Hong Kong Inst itute of 21
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Project Financing @
Syndicated loans

« Sustain daily operations

* |nternationally recognized credit ratings

. Reduce interest expenses OME S
| HSBC € citibank

Impleme_n.tatlon: il

« $0.5 billion

— 5-year revolving / term loan facility
— Interest rate 1.6% per annum

G MTR
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Project Financing
Preferred stock

» Hybrid security
* No voting right

« Redeemable after 5 years

D817

P —
R 10%

=$17/ Share

' HRMEYHEE

G MTR



Project Financing "é?
Common stock

 Defensive stock

 Not correlate with the economic situation

e No commitment to dividend

ﬁ}%ﬁ%ﬁﬁ‘i}ﬁl I 194401}- 0.40 (2.10%)

(0066.HIK) 2009417 H Hkr BT
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Project Financing @
Common stock

Assume the required return is 10%, the issue
price of common stock is $15.7 per share.

= v 43 =$15.7/ Share
(R—g) (10%—7.14%)
Remarks: &£ = Dl _DO = ko= a2 =7.14%

D, $0.42

D, = Current year dividend (2007)
D, = Last year dividend (2006)
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Project Financing "’é’\
Bonds

. . Credit ratings Short-termratings®  Long-term ratings*®
o
GOOd Cred It ratl ngs Standard & Poor's A-1+/A-1+ AASRA
Moody's et Aa2iAal

Rating and Investment
Information, Inc. a= 1+~ AASAA

* About 50% in the debt to equity ratio

* Optimistic in financing growth with debt
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Project Financing @
Bonds

* |Interest is tax-deductible

» Repaid in cheaper dollars during inflation
periods

Control remains undiluted

Financing flexibility
— Call provision
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Project Financing "é?
Callable Bonds

Assume market interest = 1% (According to HIBOR 1%),
Coupon interest = 3% per annual,
Par Value= $1000, Coupon = $30 and Year = 10 years

Annual Coupon = Coupon Rate x Par Value=3% x $1000 =330

1
1_ t
Bond Value = CJ B ) ]+ r :
v (1+7r)
1
1_(1+001)1° 1000
=30[ : ]+ - =$1189
0.01 (1+0.01)

28
uuuuuuuuuuuuuu
AAT A dt dA unting Technicians g M I R
: Hﬂ‘



! €,
..-3

Profit Forecasting f

Revenue from property sale

Classes | Gross No of | No of Total No of Selling | Sale
Size floor | units per | Area buildings | price per | Proceed
(sq.feet) sq floor | (sq.feet) sq.feet | million (%)

SOHO 600 15 6 54000 6 5000 | 1,620

Harmony | 800 25 4 80000 6 7500 | 3,600

Premier | 900 3) 3 13500 6 12000 | 972

Supreme | 1200 | 5 2 12000 6 12000 | 864

Total: $7,056
o 29
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Profit Forecasting

Revenue from parking lots rental

Car :
arking L L, e Annual income ($)
P month ($) |buildings e
lots (a*b*c*12)
@) (b) (c)
84 1000 6 6.048Million
300 1200 1 shopping 4.320Million
mall
Total: 10.37Million
ART e e

G MTR



Profit Forecasting e

Statement of cash outflow

In million (§) Yr0 Yr1 Yr2 Yr3 Yr4 Yr5 Total
Land cost

and land (1,700) (1,700)
premium

Site formation

and (100) (100)
foundation

Superstructure

and (312.5) | (312.5) (625) (625) (625) (2,500)
substructure

Professional

v 6 | 6 | (10 | (10 | (10) (10) (50)
Marketing

v (3.75) (1.5) (6) (1.75) (2) (15)
Sundries (4.3) (4) (15) (10) (16.7) (50)
Interest (21.59) | (21.59) | (21.59) | (21.59) (21.57) (107.93)
Total cost (1805) | (347.14) | (349.59) | (677.59)| (668.34) | (675.27) (4,522.93)

A AT Hong Kong Institute of
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Profit Forecasting

Statement of cash inflow

In million ($) | Yr0 Yr1 Yr2 Yr3 Yr4 Yr5 Total
movehRe 588 588 | 1764 | 1764 | 2352 | 7,056
(flat)
Car park 6.05 | 6.05 6.05 6.05 6.05 30.25
(flat)
Car park
(shopping 432 | 4.32 4.32 4.32 4.32 21.6
mall)
Total

N/A | 598.37 | 598.37 | 1774.37 | 1774.37 | 2362.37 | 7,107.85
revenue

Hong Kong Institute of

AAT

' HEMERHEE

Accredited Accounting Technicians

Profit (before tax) 2,584.92 million
Profit (after tax) @ 16.5% 2,158.41 million
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Expected Return on Investment:
(2,158/5) /4,522 x 100%
= 9.54%

33
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Profit Forecasting

Statement of net income

In million (8) Yro0 Yr1 Yr 2 Yr3 Yr 4
Accumulated | (1,806) |(2,152.14)| (2,501.73)| (3,179.32)| (3,847.66)
cost

Accumulated - 598.37 | 1,196.74 | 2,971.11 | 4,745.48
revenue

Net (1,806) |(1,553.77)| (1,304.99)| (208.21) | 897.82
income/loss

In year 4, accumulated revenue>accumulated cost

Break even point is at year 4

Hong Kong Institute of
AAT Accredited Accounting Technicians
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Profit Forecasting f

Statement of cash inflow and outflow

In million ($) YroO Yr 1 Yr 2 Yr3 Yr4 Yrb

Cash outflow | -1805 |-325.55| -328 -656 -646.75 | -653.7
Cash inflow 998.37 | 598.37 |1774.37 | 1774.37 | 2362.37
Overall -1805 | 272.82 | 270.37 | 1118.37 | 1127.62 | 1708.67

Net Present Value (NPV) = $2,055 million
@ 4.10% Weighted Average Cost of Capital (WACC)

Internal rate of return (IRR) = 28.49%

AA Hong Kong Institute of )
Accredited Accounting Technicians M I R
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Marketing Strategies

Promotion Strategy

. Advertisement A —

—Trains and MTR Stations, Television and
Ine

WAL




Marketing Strategies 2

Promotion Strategy
« Special and innovative channels

— E.g renting a commercial building on Hong
Kong Island near Victoria Harbour and laying
the advertisement outside the building's wall.

P
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Marketing Strategies 2

Promotion Strateqgy
1al ard ipnovaky




Marketing Strategies f

Pricing Strategy

« Market research:

— Le Billionaire
— The Latitude

« Average unit price: $6,000 to $13,000 per sq. feet

« The Grand Harbour units’ price: $5,000 (SOHO),
$7,500 (Harmony) and $12,000 (Premier and
Supreme) per sq. feet

AT Hong Kong Institute of
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Marketing Strategies

Pricing Strategy

* Adjusting to the current market and the

competitors’ price rate

* Locating the acceptable price

* Recelving public’s response

AAT Hong Kong Institute of . .
Accredited Accounting Technicians
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House Price Change, Annual (%)
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Source: Ratings & Yaluation Department
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Marketing Strategies =

Sale Strategy

» Cooperate with property agency and
brokerage
— Centaline, Midland Realty and Ricacorp

« Commissions scheme to property agents
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Conclusion :

We strongly recommend participating in Kai
Tak Development Project

 Realise MTR’s Mission : Enjoy the ride to great living

Profitable project

— Expected Return on Investment 9.54%
— Upward trend in Kai Tak’s property value
— Net present value 2,055 million

Increase the market share in property development

42
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