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§1. Important Notice

1.1 The Board of Directors, the Supervisory Committee, all directors, supervisors and senior exec—
utives of HaiNan Pearl River Holdings Co., Ltd. (hereinafter referred to as the Company) here—
by confirm that there are no any fictitious isleadi or important omis—
sions carried in this report, and shall take all responsibilities, individual and/or joint, for the real-
ity, accuracy and completeness of the whole contents.

1.2 BDO Da Hua Certified Public Accountants Co., Ltd. has audited the financial report of the
Company for 2011 and issued a standard unqualified auditor’ s report therefor.

1.3 Mr. Zheng Qing. the principal of the Company. Mr. Chen Binglian, the principal of the ac—
counting work, and Mr. Yang Daoliang, the principal of the accounting organ hereby confirm that
the Financial Report in the Annual Report is true and complete.

English version for reference only. Should there be any discrepancy between the two versions. the
Chinese version shall prevail.

§2. Company Profile

2.1 Basic information

ST Pearl River, ST Pearl River B

HAINAN PEARL RIVER HOLDINGS CO., LTD.

Stock Code: 000505, 200505

Announcement No.: 2012—- 014

SUMMARY OF 2011 ANNUAL REPORT

ang to Taipinggou, acquisition of Xuesongge Hotel and Xueyuan Hotel, construction of Yangcao
Mountain road, acquisition of transport vehicles for sightseeing and entertainment in scenic spot,
construction of Yongan Staff Living Area and the construction of ski equipment hall of ski resort,
ele., so as 1o lay a good foundation for the scenic spot development work and further provide a
solid guarantee for the Company to realize its business upgrading relying on Xuexiang Tourism
Project.

3. 2011 witnessed the 4th operation period of Sanya Days Hotel & Suites Xuexiang, at which it
registered a stable growth for operating income but also faced serious challenge for operation. On
one hand, the policy of Being an International Tourism Island had not taken significantly positive
effect on the tourism market in Sanya, the passenger flow volume of Sanya Airport was still re—
stricted; on the other hand, the hotels in Sanya continued to increase. Therefore, the said hotel
adjusted its marketing strategy in a timely manner, integrated and reduced its partners, made best
use of the advantages and bypassed the di s as well as integrated with its own charac—
teristics, so as to open new sales channels and increase the network channel resources; besides, it
actively explored the overseas market, realizing an operating revenue in 2011 as RMB 37 million,

Stock abbr. ST Pearl River, ST Pearl River B with the gross operating profits of RMB 8.7 million, increased by 11 % over the same period of
Stock code 000505, 200505 2010, and the annual occupancy rate increased by 10.98% compared with 2010. Moreover, the
Stock exchange listed with Shenzhen Stock Exchange hotel” s popularity and brand effect gradually enhanced.
2.2 Contact information 4. In Jan. 2011, the Company cooperated with Zhonghe Investment Co., Lid. to invest on the
Secretary of the Board Construction Project of Special Railway Line in Mulin County and Coal Wholesale Market. In
Name Yu Cuihong Apr. 2011, Zhonghe Tnvestment Co., Lid. gained the ownership of state—owned land use rights
Contact address 29/F, Royal Empire Building, Pearl River Plaza, Binhai Avenue, Haikou, and their above—ground buildings for the project through statutory auction process in accordance
Hainan Province, PRC with their agreement. In Jun. 2011, the Company added an investment of RMB 80 million to use
Tel. 0898-68581888, 68581199 ext. sially for the construction of the said project according the needs of project construction. At
Fax 0898-68581026 present, the property transfer procedure for the project has been finished, and the transfer proce—
E-mail hnpearlriver @21cn.net dure for state—owned land use rights has been reported to Shunyi District Government by Shuyi
§3. Accounting Data and Financial Indices District Bureau of Land Resources. The Prefeasibility Report has been finished, which is report—
3.1 Main accounting data ed to relevant railway authorities; the Company has resigned a cooperation agreement with the o—
Unit: Yuan riginal cooperative unit for the construction of the special railway line in Mulin County for Dagin
2011 2010 Increase/decrease 2009 railway, which laid a foundation for the project construction and post—operation. Besides, the
over last year (%) Market Research Report by entrusting China University of Mining and Technology has h.=.=n fin—
Gross operating revenues (Yuan) 233,145,578.90| 686,065,924.45 -66.02%| 285,105,975.50 ished, the operation scheme of loading & unloading, storage & jon and tect of
Operating proft_(Yuan) 42,006,454 57,563,305.12 -17297%| _81,271,236.3G raw coal, as well as the Feasibility Report on Coal Business used to handle the coal business li-
Total proft_(Yuan) . ~41,083,785,87) 59,149,596.99 -17098%| 8116211379 cense have been finished, and the Company is communicating with the National Development
ma,?)'°'" atributable 1o the Company’ s shareholders g 475 157,54 27,730981.17 27842%| 7947389343 a“dkneform Commi " 1, and envi | protection l;‘ ment, etc. mf handle thedappli]nzﬁnp
Net profit attributable to the Company’ s shareholders after N work on en impact Pi the of project and coal busi=
et g non-recuring gans s Yoar) -82,077,765.00] ~14,783,336.29 -455.20%|  ~53418,144.50 ness license. ) o ] o
Net cash flows from operating activities (Yuan) ~76,119,321.82]  141,567,532.95 153.77%|  143,044,09266) 5. Aiming at creating a new benefit—generating point, the Company made an initial investment of
Ateendo | Atesndo Toeasadeorease | ALt end of RMB 64 billion with Beijing Kangtai Industrial Investment Company on the cooperation and de—
2011 2010 over last year (%) 2009 velopment of the iron mine Project in Yunxi District. Thereof, the Company took the first step into
Total assets_(Yuan) 1,311,949,739.44] 1,448,885,550.24] ~9.45%| 2,033,695,297.92| iron mine industry, which advanced the march toward a diversified operation. Iron mine project in
Total liabilities (Yuan) 912,270,365.08]  930,369,577.61 —1.95%| 1,367,819,543.42) Yunxi District refers to iron mine project in Zhaojiayuan and Dujiawan of Yunxi District, north—
Owners’ equity atributable to the Company” s sharehold- N west of Hubei Province. Restructure of production line and establishment of the said project has
ers (VUﬂﬂfq ! e STR00ATIBN) 4072054054 S| 810442427 been set out in 2011. In the meanwhile}? the Company has consigned Northwest Huhepi I-J’ruvince
Total share capital _(share) 426,745,404.00] 426,745,404.00 0.00%| 426,745,405.00) Hubei Geological Minerals Investigation Bureau to conduct a thorough examination on iron mine
3.2 Main financial indices of Dquawan and baslcally worked out stratum, lithology, structure, category and grade of mineral,
Unit: Yuan y lolgy, engineering geology and environmental geology. Besides, the investigation bureau
2011 o010 | Increaseldecrease | o0 carried out an appraisal on the conditions of mining technology of deposit, thereof, provided a ba—
S5 amines et Share (Voarha ExE o over lest ea(og;!/ o sis for the overall design of mine, construction project of mine and design of mining.
[Basic eamings per share (Yuan/share) s : & s 6. The Company canied on the Shijiazhuang Luquan new countryside construction and real estate
g:‘:i:de:?r:\r:gssp;'sﬁ:alg:j gxx::\r:; non-recurring gains and losses| o1 0.06 00 019 leveloy project. Luoling community project was a construction and development project of
Yuan/share -0.19) -0.03 -533.33% -013 new residential department in provincial level of Hebei. It located on the northwest of Shiji—
Welghied average etam on equty (%) BT il B azhuang, Hebei province and neighboring to downtown Xinhua district. The project involved in
Weighted average return on equity after deducting non-recurring gains| _tage 2574 te20  —1069% three administrative villages: south Luoling, middle Tuoling and north Tuoling, with a total con—
jand losses (%) struction land of 1,053 mu  (70.2 hectare) , a total construction area of 1.7 million square meters
Net cash flow per share arising from operating activties (Yuan/share) 018 0.33 -154.55% 034 and an estimated rate of 2.5 overall volume terms. It has completed the signing of project, appli-
At “‘;Of;‘d”’ A:;"Z%fgd ‘"C'ﬁasf’dw%ff At "‘Z%ggd of cation for construction on new residential department, investigation of homestead, draft of supple—
Net assets per share atrbutable To shareholders of Tisted comparies S (°: mental plan for reallocation in 2011. As for the aspecls of development and construction project,
Yuan/share 087 1.17) -25.64% 153 it has lished each | ion of propha h as the adjustment of land use planning,
Asset-liabity ratio (%) 6954%  64.21% 533%  67.26% ication of c: ction planning schemes e
3.3 Items of non—recurring gains and losses 7. Since the original Halkou Longzhu third—phase project was transferred to Haikou Visun Real
\/Applmahle [napplicable Estates Develoy Co., Lid.  (hereinafter referred as Visun Company) in Jun. 2010, the Com—
Unit: Yuan pany paid close attention to the progress of the project. In Nov. 2011, Visun Company sent a let—
Yems ofnan-ecurig gains and losses Amountin20f1 | N0 0 [ ino0to] Amountin 2008 ter to Tmline the (_Jnmpany that . “the provincial aqd municipal leaders and relevam_de?anments
applcable) paid highly attention to the project due to the project belongs to the key area for city image, so
(Gains and losses from disposal of non-curtent assels 164.225.87) 167536351 2802337 required Visun Company to build it as a super high landmark building in Haikou, and the plan—
'IC:‘;‘E ﬁéi:ga"‘o‘:w:u;?:;"g"o’sm on-franci enterprises Which arerecorded i the PR g 5 o34 1994543572 185930517 ning and (lesign program should be specia!ly reviewed by various departments. In ligh} that China
(Gain arsig from e beance beveen T Tvesimert coss on e Conpany” s dbaig has issued strict policies, laws and regulations on real estate development and operation recently,
subsidiaies, associates and joint ventures and the atrbutable share of fair value of the invest— 000) 151,565.71 000 the approval condition on project development and construction is more stringent, the period of
led parties_identifable net assets when those investments are obtained special approval and reply for the project by the government authorities will be longer corre—
(Gains and losses from debis restructure 00 000 10358008 spondingly, so the starting date for the project construction will be delayed until Jun. 2012 once
(Gains and losses on change in air vaue from radabl fnancial assets and tradable financil i~ again.” In order to protect the legal benefits of the Company, the Company will urge Visun
::‘n‘\‘g:yl\:\l‘\ﬂl\:lzié“;:;’g:“a:::t’s“:v'mbgsg:‘\:s’g:iﬁ?nf”:;:ﬂv?ﬁ%w;ﬁv;mﬂﬁnﬁh 000 000 13112992421 Company 1o start the construction as soon as possible by various ways, and consider revising the
nomal businesses of the Company original agreement if necessary to re—confirm the rights and re:pull.sl])l]ltles for both parties.
Othernon-operting comelexpense 176630 ETTE, 5.2 Main businesses classified according to industries or products
|Other gain and loss items that satisfy the definition for non-recurring gains and losses 000 21,180402.4; Unit: RMB” 0000
Income tax effects -1 246,67%‘ -142,206.68 Main businesses classified according to industries
[Minority interests effects -427.906.24) 55,6058 " " Y
Tod az‘sss,sma} EREIRIT Industies Operana)Operana Gess i rease of i rease of ease of
§4. Particulars on Shareholding of Shareholders and Control Block Diagram "/ |operafing income_(%)| operating cost (%) | gross proft rate (%)
4.1 Particulars about shares held by the top ten shareholders and the top ten shareholders holding Sale of real estate 7,75897) 363359  83.17% —86.467%) —0.18% 17.72%
shares not subject to trading moratorium Property and service| 9,891.90] 8,549.74| 13.57% 30.42%| 28.12%) 1.55%
Unit: share Travel and hotel services 5427.80] 2433.33]  55.17% 51.09%] 36.71%) 4.72%|
Total number of sharehokders Total number of shareholders| Main businesses classified according to products
as at the end of 2011 44,647 as at 0:‘: ":‘?r"“"dﬁ“’e the 44,293 Procucs Operating | Operating| Gross profit| . e of | s of v N of
Particulars about shares held by the top ten shareholders ncome | cost | rale (%) operating income (%) | operating cost (%) | gross profit rate (%)
Proportion Shares subject to|  Frozen or Sale of real estate 7,758.97| 363359  53.17% -86.46%| -90.18%) 17.72%)|
Name of shareholders Nature of shareholders OF% ) Total shares held mora(crium}e;l:e\ d | pledged share Property and senvice| 9.891.90] 854974 1357% 042% 28.12% 1 55%
Beiing Wanfa Real Estate De~|g\-ic uneq comoration |~ 26.36% 112479478 0 0 Travel and hotel services 5427.80] 243339 55.17% 51.09% 36.71% 4.72%)
et Go. La omests il persn = e 53 Expl on reasons for significant changes in profit breakdown, main operation and its
Qu Chen Domestic natural person 50 /: 213,400 :truc(ure, and profitability of core business of the reporting period compared with the previous re—
Zhang Xiaoxia Domestic natural person .46% 94 2% porting period
Li Jinquan Domestic natural person .42% 810,018 V/Applicable Oinapplicable
Zhang Chuntian Domestic natural person ).38%| 1,63 000\ lems Amount of this Amount of last Amount of Change ratio Reason for
Zhou Qin Domestic natural person .32%| 1, 3700% period period change change
Domestic non -state -| Operation revenue 233,145,578.90|  686,065,924.45| -452,920,345.55, -66.02%|  Note 1
Nanhua Finance Co, L1 wned corporation 030% 1295050 1295050 9 Operation cost 147,356,459.00]  455,355,582.46] ~307,999,123.37 —67.64% Note 1
Zhang Huisheng  |Domestic natural person | 0.29%] ‘vm{ LY LY Taxes and associate charges 2172207458 80,315,959.95| -58,593,885.37 -72.95%|  Note 1
Oulel o D:%ﬁmm £-§zﬂhﬁum i e m‘p’i‘;ﬁ-m 9 9 Sales expenses 600788273 1072498292 462710019 43.14% Note2
Name of shareholders Shares not subject to moratorium held —— expenses 784%,572.48 6222021313] _ 16,266,359.35 2.14%  Note3
Befing Wanfa Real Estate Development Co., Ltd. 112,479 478|RMB ordinary share Financial expenses 1845362984 2045302050 -4,.999.39066 -21.32%  Noted
Chen Yunxuan ,402]RMB ordinary share Investment income -989,818.18) 1,267,664.07) -2,257,382.25 -178.09%|  Note 5
Qu Chen ,213.400|Domestically listed foreign share Non-operating income 891,399.47| 1,889,073.34] -997,673.87) -52.81%| Note 6
'Zhang Xiaoxia ,949,250|Domestically listed foreign share INon-operating expense 868,939.90| 302,781.48) 566,158.42 186.99%|  Note 7
Li Jinquan 1,810,018/RMB ordinary share Other ive incomes -74,812,500.00 -183,540,000.00 108,727,500.00 59.24%| Note 8
Zhang Chuntian 1,630,000/RMB ordinary share Net cash flow arising from operation activities -76,119,321.82]  141,567,532.95| -217,686,854.77) -153.77%|  Note 9
Zhou Qin 370,000/RMB ordinary share Net cash flow arising from financing activities 76,461468.75| ~155,834,656.21] 232,296,124.96 149.07%  Note 10
%‘Hu\ﬂq ’igg’ﬁg:m; Z:g;:: ::::Z Note 1: The decrease in “operation revenue, operation cost, taxes and surcharges” was mainly
Pearl Fiver Enterprises Group :150:000 IRMB ordinary share because: sales income of Meilin Qingcheng second—phase project of subsidiary Hubei Pearl River

/Among shareholders above, there exists no related-party relationship between the principal shareholder|
Related -party relationship orjand other shareholders of the Company. Nor they are parties with concerted action as prescribed in the|
concerted action among share-{Information Disclosure Administrative Methods for Changes in Shareholding of Shareholders of Listed|
holders above (Companies. And it is unknown whether there exists related-party relationship among other shareholders|
land whether they are prescribed parties with concerted action.

lationship between the Company and its actual controller

4.2 Ownership
State —owned Assets Supervision and Administration
Commission of Beijing Municipal Government
1 100%

‘ Beijing Xinxing Real Estate Development General Company ‘
1 100%

‘ Beijing Wanfa Real Estate Development Co., Ltd. ‘
1 26.36%

‘ HaiNan Pearl River Holdings Co., Ltd. ‘

§5 Report of the Board of Directors

5.1 Discussion and analysis by the management team

(I) Discussion and analysis by the management team: overview of the Company’
during the reporting period

1. As affected by various regulatory policies on real estate industry, the domestic market of real
estate was sluggish. Due to Meilin Qingcheng second—phase project almost came to the end, and
the third—phase project hadn’ t started, the said regulatory policies had little effect on the Com—
pany’ s strategic operation, but it extended the winding—up period for Meilin Qingcheng second—
phase project, and further obstructed the capital recovery from the retained houses. In 2011, 18
houses were sold with an area of 2683.17 ni, generating a sales income of RMB 29,192.465.

2. In aspect of tourism real estate, the establishment of Mudanjiang Pearl River Wanjia Tourism
Group Co., Ltd. marked the Company had formed the strategic pattern on developing tourism real
estate business in Mudanjiang and Xuexiang. On 15 Jun. 2011, it signed a Cooperation Intention
on the Project of Overall Developing the Tourism R of Xuexiang National Forest Park,

and control

s operation

Real Estate Development Co., Ltd. was decreased.
Note 2: The decrease of sales expenses was mainly because: the sales of commercial house of
Meilin Qingcheng second—phase sales of sub sidiary Hubei Pearl River Real Estate Development
Co., Ltd. was coming to the final sales.
Note 3: The increase of administrative expenses was mainly because: the Company newly invest—
ed and established three subsidiaries in the reporting period, they are Mudanjiang Chingpo Pearl
River Wanjia Hotel Co., Ltd., Mudanjiang Star of Wanjia Hotel Co., Ltd. and Hebei Zhengshi
Qinghui Real Estate Co., Ltd., thereof increased relevant expenses.
Note 4: The decrease of financial expenses was mainly because capital occupation charges the
Company collected was increased in the reporting period.
Note 5: The decrease in investment income was mainly because profitability of Sanya Wanjia In—
dustrial Co., Ltd., invested by the Company wasn’ t improved. While investment income of last
period was higher than current period was due to the change of shareholding proportion of the
Company was the difference of the sum of the consideration acquired from disposal of equity and
the fair value of remaining equity, less net as enjoyed in former subsidiaries that were mea—
sured at former shareholding proportion and consistently counted from the acquisition date in the
consolidated financial report.
Note 6: Operation revenue was gradually decreasing was mainly due to the decrease in gains aris—
ing from disposal of fixed assets in the reporting period.
Note 7: The increase in non-operation expenses was mainly due to the Company increased exter—
nal donations.
Note 8: Other comprehensive incomes were decreased mainly due to the decrease in fair value of
available—for—sale financial assets.
Note 9: The decrease of net cash flow arising from operation activities was mainly due to the sales
revenue of commercial house of Meilin Qingcheng second—phase sales of subsidiary Hubei Pearl
River Real Estate Development Co., Ltd. decreased.
Note 10: The increase in net cash flow arising from financing activities was mainly due to cash
payment for debts was decreased.
§6. Financial Report
6.1 Explanation for changes in accounting policies, accounting estimates and accounting method
of the reporting period compared with previous annual report

. o T

finishing the strategic transfer from single hotel operation to tourism d

which helped the Company strode forward a solid step in the direction of creating first class
tourism brand in northeast china. Besides, in 2011, through expanding and cultivating new cus—
tomer resources, adjusting the room price for off season and peak season as well as increasing the
entertainment items in the tourist area, it realized a sustainable growth for economic income with
a total sales income of RMB 15,785,100, up by 104% over the same period of last year. In order
to explore the hotel business and expand the operation scale, it consolidated the Jingbo Lake
Garden Hotel and Baoyuewan Hotel by entrust operation in Mar. and Jun. 2011 respectively, thus
formally entered the hotel industry in Jingbo Lake. Meanwhile, it advanced the construction of
Xuexiang scenic spot quickly, and completed the work on Overall Development Plan for Xuexi-

Changes in accounting policies
When the Company first carried out Enterprises Accounting Standard in 2007, in terms of there
was no defined regulations on whether to resume the recognition of amount of surplus reserve in
lidated financial or nol according to rules of Consolidated Financial Statement, the
Company followed suit on former disposal regulations of consolidated financial statements on En—
terprises Accounting Standard by resuming the amount of surplus reserve of subsidiaries in the
preparation of consolidated statements. In the reporting period, the Company made changes to the
said accounting policy. Subsequent to the change, the Company shall no longer resume the
amount of surplus reserve of subsidiaries attributable to the Company in consolidated statements

according to the new accounting policy. In the meanwhile, the Company shall disclose the amount
of surplus reserve withdrew by subsidiaries that attributable to the Company under “Retained
profit”  of consolidated statement in the notes. The said change in accounting policies with an
impact on retained profit of RMB 4,690.421.49 at the beginning of 2011 (which including RMB
4,690.421.49 on the beginning of 2010) : on surplus reserve of RMB -4,690.421.49 at the be—
ginning of 2011 (which including RMB -4,690,421.49 on the beginning of 2010) .

6.2 Content of significant accounting mistakes, correction amount, reasons and its impact

ClApplicable VInapplicable

6.3 Explanation on changes in consolidated scope of the reporting period compared with previous
annul report

V/ Applicable [OInapplicable

1. There are four newly enterprises combined into the scope compared with last year, that is be—

Group Co., Lid., subsidiary Mudanjiang Chingpo Pearl River Wanjia Hotel Co., Ltd. and sub—
sidiary Mudanjiang Star of Wanjia Hotel Co.. Ttd.

Subsidiaries Hainan Pearl River Enterprises Holding Co., Ltd. and Shanghai Real Estate Compa—
ny of Hainan Pearl River Enterprises Holdings Co., Ltd. respectively held 20% and 30% equity
of Shanghai Sea Pearl Property Management Co., Ltd.. In terms of the Company realized control
of Shanghai Sea Pearl Property Management Co., Ltd. in current period, then it was combined in—
to consolidated scope in current period.

2. There was one company combined into consolidated scope which the Company has voting right
of 50% or lower in the said company, that is because:

The Company totally held 50% equity of Shanghai Sea Pearl Property Management Co., Ltd.
through subsidiaries that the Company was in charge of actual operation of Shanghai Sea Pearl
Property Management Co., Ltd.

cause: 6.4 Explanation of the Board of Directors on  “Non-standard Auditors’  Report” from the Cer—
In the reporting period, the Company newly established subsidiary Hebei Zhengshi Qinghui Real tified Public Accountants
Estate Co., Ltd., subsidiary Mudanjiang Pearl River Wanjia Travel Investment and Development [JApplicable \/Inapplica])le
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