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TO OUR SHAREHOLDERS

On behalf of the Board of Directors (the "Board"), | am pleased to
present the annual results of Fairwood Holdings Limited (the
"Company") and its subsidiaries (together referred to as the
"Group") for the year ended 31 March 2005.

FINANCIAL REVIEW

Turnover of the Group for the year ended 31 March 2005 was
HK$838,880,000, representing an increase of 12.6% from
HK$745,254,000 of the previous year. Net profit attributable to
shareholders was HK$38,280,000, an increase of 933.5% from
HK$3,704,000 of the previous year. Before the inclusion of a gain
of approximately HK$9,299,000 from the disposal of a property
during the year, the Group recorded an increase of 682.4% in profit
from its core operation. Earnings per share were HK31 cents
(2004: HK3 cents). The strong performance of the Group reflected
the success of its re-branding campaign and the improvements in
the quality of its products and services.
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DIVIDEND DISTRIBUTION

The Board recommends to pay a final dividend distribution of
HK9.2 cents per share (2004: Nil) for the year ended 31 March 2005
to shareholders whose names appear on the Register of Members
of the Company at the close of business on 26 August 2005. Together
with the interim dividend distribution of HK8.8 cents per share paid
during the year, the total dividend distribution for the year ended
31 March 2005 amounts to HK18 cents per share (2004: Nil),
representing a total distribution of approximately 58% of the Group's
profit attributable to shareholders for the year. The proposed final
dividend distribution will be paid on or before 6 September 2005.

BUSINESS REVIEW

The re-branding campaign launched in November 2003 had gradually
transformed Fairwood into a new-age fast food restaurant merging
customers' convenience generally expected of traditional fast food
chains with a cafe-styled dining experience. The energetic, vibrant
and stylish new brand identity had more the effect of rationalizing
the Group's organizations than simply a peripheral change of
refreshing image. From improving food and service quality to
revitalizing the spirit of the employees, from refurbishing new store
layout to introducing new flavors and recipes, the re-branding
campaign had proved a great success.
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During the year, the Group continued its firm commitment to building
new brand loyalty through an uncompromising focus on quality of
products and services. Riding on the improved brand image and
with more outlets renovated and opened at prime locations, Fairwood
had attracted more customers and broadened customer spectrum.
Renovated outlets recorded healthy growth in average spending per
head and customer headcount. Due to improvements in turnover,
cost control and operational efficiency, gross profit margin improved
from 5.8% in the previous year to 8.7% this year. The Group believes
that the momentum fueled by the re-branding campaign will put
the Group on the track towards achieving sustainable growth in the
long run.

The Group received various awards that recognize its successful
branding efforts and improved service quality. Among them were
the HKMA/TVB award for Marketing Excellence 2004, the 2004
Superbrands Award, Design for Asia 2004 - Distinguished Design
from China, Asia Pacific Interior Design Award 2004 and iF Design
Award China 2005. The management is pleased to see the wide
industry and market recognition gained by the Fairwood brand in
addition to the increased sales and customer satisfaction achieved.
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On the product side, the re-branding campaign also entailed
enormous efforts in the development of innovative and high quality
products. Trendy and contemporary products, such as an upgraded
version of curry, pasta in olive oil and fresh tomatoes, were
introduced. New menus that include dishes prepared with more
sophisticated cooking methods have become extremely popular
among young professionals and families.

Over the years, the Group has been steadfastly dedicated to
enhancing its marketing and operational efficiency. The Group's
management information system has been upgraded with the
inclusion of a new point-of-sale system and computer equipments
with improved processing speed and capacity. The Group considers
that the understanding of customer consumption patterns and
preferences is vital to serving its customers better. The sales and
inventory information generated by the upgraded system helps the
management in better strategic planning and control over food costs
and inventory levels.

The Group's Mainland operation remained profitable during the year
under review with sales recording an increase of over 30%.

During the year, the Group opened 8 new fast food outlets and
renovated 16 existing stores. As at 31 March 2005, the Group was
operating a total of 85 outlets, including 66 fast food outlets, 3
institutional catering outlets, 5 Buddies Cafes and 4 specialty
restaurants in Hong Kong as well as 4 fast food outlets and 3
institutional catering outlets in the Mainland.
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PROSPECTS
Entering the second year of the re-branding campaign and with the
retailing industry seeing significant recovery, the management
believes that the Group will continue to achieve satisfactory
performance.

Hong Kong will continue to be the Group's core market. Looking
ahead, the Group will continue to strive for growth in turnover and
improvement in operating margin and to expand its store network.
Consistent with the Group's commitment to improving the quality
of its products and services, the Group will place more emphasis in
researching and analyzing customer preferences and developing new
and trendy products. The Group will continue with its policy of
opening new stores, renovating existing ones and replacing under-
performing stores.

Through the information and analyzes generated from its upgraded
management information system, the Group will be able to better
control its costs and to more effectively adjust its business strategy.
Another travel peak in Hong Kong associated with the opening of
the Hong Kong Disneyland in September this year together with the
recovery of economy are also expected to further the ongoing boom
in consumer spending in Hong Kong. The Group is confident to
take full advantage of the situation.

The Group's canteen operation in the manufacturing plant of
Johnson Electric Holdings Limited in the Mainland started to generate
profits recently and is expected to contribute steady revenue in the
coming year. The Group believes that with the number of factories
and enterprises surging in the Pearl River Delta area, there will be
strong potential growth for institutional catering business in that
area and the Group is well positioned to exploit any profitable
investment and business opportunities.

APPRECIATION

I would like to take this opportunity to thank our shareholders
and our Board for their support and our management and
business partners for their efforts in generating a spectacular
year. My special thanks go to all our staff for their unswerving
loyalty and hard work, especially during these past two years
when the corporate-wide re-branding strategy is under
implementation, without which the Group's success would
not be possible.
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Dennis Lo Hoi Yeung
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Chairman and Chief Executive
&% —TTRFLATA
Hong Kong, 12 July 2005
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