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FINANCIAL RESULTS

I am pleased to report the audited results of the Group for the
year ended 31 March 2004. Despite the impact of Severe Acute
Respiratory Syndrome (“SARS”) which was the most severe
adverse event experienced by the Group in recent years, the
Group was able to achieve an audited profit from operations of
approximately HK$125.9 million, representing a decrease of
approximately 18.5% in comparison with the previous financial
year while the turnover for the year was approximately
HK$343.8 million, a decrease of approximately 18.9% from the
previous financial year. The Group recorded an audited profit
attributable to shareholders of approximately HK$67.9 million,
representing an increase of approximately 34.2% as compared
with the previous financial year. The increase was mainly due to
the reversal of the over-provision for Hong Kong profits tax for
the Company’s 50.01% owned subsidiary, Associated
International Hotels Limited (“AIHL”) in respect of prior years
of about HK$10.6 million and the reversal of the impairment
loss of approximately HK$8.2 million recognised on its

properties in Malaysia and Hong Kong.

BUSINESS REVIEW AND COMMENTARY ON
FINANCIAL RESULTS

For the financial year ended 31 March 2004, the turnover of
Hyatt Regency Hong Kong (“the Hotel”), owned by AIHL,
declined by approximately 24.4% to HK$219.9 million. The
decrease was mainly due to the adverse impact caused by SARS
on the operations of the Hotel early in the financial year. In
order to tackle the negative factors, the Group implemented a
number of cost-saving programmes and strengthened its
marketing activities. In the second half of the financial year,
there was a resurgence in visitor arrivals. The resurgence was
primarily due to the introduction of the “Individual Visit
Scheme” to Hong Kong by the PRC in July 2003 and the hosting
of a number of major trade fairs and conventions in Hong Kong.
In addition, the worldwide promotional activities organised by
the Hong Kong Tourism Board combined with the positive
impact brought by Closer Economic Partnership Agreement

(“CEPA”) boosted the number of visitor arrivals to Hong Kong.
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As a result of the adverse effect of SARS early in the financial
year and the recovery which followed thereafter, the average
room rate and average room occupancy rate of the Hotel in the
first six months of the financial year under review were low
against the corresponding period of the previous financial year

but improved substantially in the second half.

The average room rate was HK$624 during the first six months
and then went up to HK$859 in the second half. The average
room rate for the whole financial year was HK$775, a decline of
approximately 2% compared to HK$791 for the preceding

financial year.

The average room occupancy rate during the first half of the
financial year was 47.2% and 85.7% during the second half. The
average room occupancy rate of the Hotel during the whole
financial year was approximately 66.5% compared to

approximately 88.6% in the previous financial year.

Rental income from the Hotel's shopping arcade amounted to
HK$90.8 million for the year under review. This represented a
decrease of approximately 7.4% against the previous financial
year. The decrease was mainly due to the sluggish retail market
which was mainly due to the outbreak of SARS and which
necessitated the Company to reduce rental of shops in the

shopping arcade for certain months.

The Group’s investment properties comprising four floors of
Goodluck Industrial Centre in Lai Chi Kok and one floor of a
commercial building in Guangzhou in the PRC, continued to

generate rental income during the year.
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As announced on 30 September 2003 and 9 January 2004, the
Group explored opportunities to sell the Hotel and/or part or all
of the Hotel’s shopping arcade by tender. However, the offers
received were not considered attractive and were therefore

declined.
CAPITAL STRUCTURE AND LIQUIDITY

As at 31 March 2004, the Group has repaid all its bank loans and
its shareholders’ funds were HK$2,114.6 million. The Group’s
gearing ratio is nil. Detailed information on the Group’s bank
loans and capital structure are set out in notes 21, 23 and 24 on

the accounts for the year ended 31 March 2004.

The Group’s net current assets were HK$322.4 million as at 31
March 2004 compared with HK$258.9 million on the same date

of the previous financial year.
CONTINGENT LIABILITIES

Details of the Group’s contingent liabilities are set out in note 27

on the accounts.
OUTLOOK

The financial year under review was a tough year for the Group.
The adverse impact of SARS led to decreases in both the average
occupancy and room rates of the Hotel. The significant recovery
of the hotel industry coupled with a number of factors, in
particular the emergence of a new travelling class from the PRC
and the hosting of major trade fairs in Hong Kong, indicate some
positive signs for the hotel industry. According to the Hong
Kong Tourism Board, 20.5 million people are expected to visit
Hong Kong in 2004, representing an increase of about 32% over
last year. The Directors are optimistic about the future of the
hotel industry and believe that the rental income from the

Hotel’s shopping arcade may improve.
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In order to compete more effectively, the management will adopt

a proactive approach to promote the Hotel.

Despite the promising future of the hotel industry, the Directors
do not rule out the possibility of a sale of the Hotel and/or part
or all of the Hotel’s shopping arcade in future if in their opinion
conditions are such that this would be in the interest of

shareholders.

DIVIDEND

The Board is pleased to recommend the payment to shareholders
on the register of members on Thursday, 23 September 2004 of a
final dividend of 4 cents per share for the year ended 31 March
2004. As the Company paid an interim dividend of 4 cents per
share during the year, the total dividend for the year ended 31
March 2004 will be 8 cents per share (2003: 7 cents per share).
The proposed dividend will be paid on or about Wednesday, 13
October 2004 following approval at the Annual General Meeting.

STAFF

The Hotel, the principal asset of the Group, is managed by Hyatt
International - Asia Pacific, Limited which has responsibility for
its day-to-day operations. As at 31 March 2004, the total number
of employees of the Group, which does not include employees of
the Hotel but includes Executive Directors and employees of
Austin Hills Golf Resort, the Group’s resort development project

in Johor Bahru, Malaysia, was 164.

In addition to monthly salaries, medical and retirement benefits,
the Group pays discretionary bonuses to its staff. Sponsorships
for necessary outside training courses are also provided by the

Group to its stalff.
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Finally, on behalf of the Board, I wish to thank all our staff for

their devotion and dedication in the past year.

Cheong Hooi Hong

Chairman

Hong Kong, 6 July 2004




