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RESULTS

All areas of the Group's activities experienced strong demand
and produced improved results, leading to profit attributable
to shareholders increasing by 41% to HK$618 million. The
improvement in results reflects not only increased level of activity
throughout the Group but also better margins due to high
utilisation. Turnover at the Company’s operations in Hong Kong
grew by 12% and that of Taikoo (Xiamen) Aircraft Engineering
Company Limited (“TAECO"), which had become a subsidiary in
October 2004, increased by 19%. The turnover at Hong Kong Aero
Engine Services Limited ("HAESL"), a jointly controlled company,
was 18% higher.

Your Directors have recommended a final dividend for 2005 of
HK$1.10 per share which, together with the interim dividend of
HK$0.50 per share paid on 26th September 2005, results in a total
distribution for the year of HK$1.60 per share, representing an
increase of 47% over the total dividends declared for 2004.

INVESTMENTS

The Company is building a second hangar at Hong Kong
International Airport which is expected to open at the end of 2006.

TAECO opened its fourth double-bay hangar at Xiamen airport in
December 2005 and is constructing a fifth double-bay hangar to
open in the third quarter of 2007.

STAFF

The strong result for the year reflects the excellent qualities and
hard work of the staff of more than 8,000 whom the Group
employs. On behalf of the shareholders, | should like to thank
them for their continuing support.
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Adding wing tips to a Continental Airlines B737 at
HAECO's Hong Kong hangar. This modification is
done to improve fuel efficiency. HAECO substantially
cut the ground time required to do this modification.
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BOARD OF DIRECTORS

Mr. Chan Ping Kit, the Deputy Chairman and Chief Executive
Officer, reached normal retirement age during the year and has
contracted to work for the Company for a further three years.

OUTLOOK

Demand for the HAECO Group's services remains robust. Line
maintenance at Hong Kong International Airport should benefit
from additional movements and strong demand for heavy
maintenance is expected. However, additional staff training and
other costs will be incurred during 2006 in preparation for the
opening of the second hangar shortly before the end of the year.
TAECO is expected to grow significantly in step with the added use
of its newly opened fourth hangar. HAESL has strong demand but
was operating at full capacity during 2005 and thus has little room
to grow. Overall the prospects for 2006 are good but improving
on the excellent results achieved in 2005 will be a challenge.

David Turnbull
Chairman
Hong Kong, 7th March 2006
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