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Interim Results and Dividend

The Board of Directors announces that for the six months ended 31st December, 2004, the unaudited
consolidated net profit of the Group after taxation and minority interests amounted to HK$868 million,
representing an increase of 5% as compared with the restated net profit recorded in the corresponding
period of the previous financial year. Earnings per share was HK$0.31.

The Board has resolved to pay an interim dividend of HK$0.13 per share to shareholders whose names
appear on the Register of Members of the Company on 20th April, 2005.

Closing of Register of Members

The Register of Members of the Company will be closed from Monday, 18th April, 2005 to Wednesday, 20th
April, 2005, both days inclusive, during which period no requests for the transfer of shares will be accepted.
In order to qualify for the interim dividend, all transfers of shares accompanied by the relevant share
certificates and transfer forms must be lodged with the Company’s Registrars, Standard Registrars Limited,
Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later
than 4:00 p.m. on Friday, 15th April, 2005. Warrants for the interim dividend will be sent to shareholders
on Thursday, 21st April, 2005.

Management Discussion and Analysis

BUSINESS REVIEW

Property Rental

Against the background of the local economy on the track of recovery and an active improving property
market, the average occupancy rate of the rental properties of the Group was recorded at 96%, showing
an increase of 2% when compared with that recorded in the corresponding period of the previous financial
year. During the period under review, the Group recorded total rental income of approximately HK$325
million, representing steady improvement over the corresponding period of the previous financial year.

As the core rental property portfolio of the Group mainly comprises retail shopping properties located in
the populous new towns,  tenants and patronage have always been stable.  Benefit ing from the
implementation of the Individual Visit Scheme by the Central Government, local retail spending by incoming
tourists from Mainland China continued on an increasing trend and the rental rates as well as rental income
of retail properties both recorded noticeable growth as a result, with double-digit increase in rental observed
in respect of some of the retail rental properties of the Group. As at the end of the period under review,
the rental property portfolio of the Group amounted to 1.9 million sq.ft. in total gross floor area.

Hotel & Department Store Operations

The Newton Hotel Hong Kong and the Newton Hotel Kowloon of the Group recorded an average occupancy
level of approximately 90%, with slight increase also registered in room tariff rates during the period
under review. Benefiting from the Individual Visit Scheme and the Closer Economic Partnership Arrangement
(“CEPA”) policies which were initiated by the Central Government, the retailing business of the Group that
is operated under its Citistore outlets recorded an increase in turnover during the period under review as
compared to that recorded in the corresponding period of the previous financial year.
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Security Services

Megastrength Security Services Company Limited is wholly-owned by the Group and provides professional
“One-Stop Shop” for security services including the provision of security guards to commercial, residential
and construction sites, event security services, security systems design and installation, 24-hour alarm
monitoring services, patrol services and security consultancy services covering crisis management,
contingency planning and technical surveillance counter measures. Megastrength currently offers quality
professional security services both to Group and non-Group customers. The operational performance as
well as business reputation of this subsidiary continues to show satisfactory improvement.

Other Investments

China Investment Group Limited, a 64%-owned subsidiary of the Group that is engaged in the toll-bridge
and toll-road joint venture operations in Mainland China, continued to make contributions to the Group’s
recurrent income stream. Operations relating to the infrastructure segment made approximately HK$107.2
million in profit contribution to the Group during the six-month period which ended on 31st December,
2004.

Associated Companies

The Hong Kong and China Gas Company Limited recorded profit attributable to shareholders that amounted
to HK$3,052 million in the financial year ended 31st December, 2004, representing an increase of HK$0.8
million as compared to that recorded in the previous financial year. As at the end of 2004, the number of
customers reached 1,562,278, an increase of 42,112 customers over the previous year. Since the fourth
quarter of 2003, the West-to-East gas pipeline project has been supplying natural gas to eastern China. In
late 2004, the Sichuan-to-Wuhan gas pipeline project was completed. This has resulted in an ample supply
of natural gas to surrounding areas and has facilitated the rapid growth of gas consumption markets. This
group’s development of city piped-gas business on the Mainland has been making good progress since
2004 with new projects successfully concluded in the Shunde District of Foshan in Guangdong Province,
Danyang in Jiangsu Province, Beijing Economic-Technological Development Area, Anqing in Anhui Province,
Huzhou in Zhejiang Province and Jilin City in Jilin Province. Overall, this group now has joint ventures in 30
Mainland cities across Guangdong, eastern China, Shandong, central China, northern China and northeastern
China. This group was rated as one of the top ten companies in Yazhou Zhoukan’s 2004 Chinese Business
500 listing and was ranked fourth for Hong Kong.

In Hong Kong, several substantial pipelaying projects are at the planning stage or currently under way.
Construction of a transmission pipeline in the eastern New Territories is progressing smoothly. The trunk
main which will supply gas to the international theme park in Lantau Island was completed in April 2004.
On the property development front, this group has a 15% interest in the Airport Railway Hong Kong Station
property development project. The shopping mall and office tower of Two International Finance Centre
are almost fully let. The project’s six-star hotel tower and suite hotel tower, both to be managed by Four
Seasons Hotels and Resorts, are expected to commence operations in September 2005. Pre-sale of the Grand
Promenade, Sai Wan Ho property development project in which this group has a 50% interest commenced
in early August 2004, and is progressing well with good response. On completion in 2005, this project will
provide 2,020 units, with a total floor area of approximately 1.7 million sq.ft., and is expected to yield
substantial returns. On the other hand, the Ma Tau Kok south plant site is being developed into five
residential apartment buildings, providing approximately 1,800 units, with a residential floor area of about
980,000 sq.ft. Including the commercial area, the total floor area of this project will be around 1.1 million
sq.ft. This project is due for completion in 2006.
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Hong Kong Ferry (Holdings) Company Limited reported a consolidated profit after taxation for the year
ended 31st December, 2004 amounting to HK$393 million, representing an increase of 48.5% as compared
to that recorded in 2003. This group’s profit for the year was mainly generated from the sale of the
residential units of Metro Harbour View and the write back of previous revaluation deficit on the investment
properties of this group. During the year under review, a total of about 600 residential units of Metro
Harbour View were sold and this group recorded an operating profit of approximately HK$304 million
from the units sold. The occupancy rate in respect of the commercial arcade of this project, taking into
account of the committed tenancies, stood at 91% at the end of the year under review. The land exchange
of the development site at No. 222 Tai Kok Tsui Road has been completed. The site will be developed into
a residential-cum-commercial property with a total gross floor area of approximately 320,000 sq.ft. and
foundation works will commence in due course. As for the development of Nos. 43-51A Tong Mi Road, pre-
sale will be launched in mid 2005 and project completion is scheduled for 2006. The lease modification of
No. 6 Cho Yuen Street, Yau Tong has been completed and will be developed into a residential-cum-
commercial property with a total gross floor area of approximately 150,000 sq.ft., with completion to be
scheduled for 2007. The Ferry, Shipyard and Related Operations recorded an operating loss of approximately
HK$5 million, representing a significant improvement from the loss in last year. It is expected that the sale
of the remaining units of Metro Harbour View will remain the primary source of income for this group in
the coming year.

Miramar Hotel and Investment Company, Limited recorded HK$159 million in unaudited profit attributable
to shareholders for the six months ended 30th September, 2004, representing an increase of 64% over that
recorded in the corresponding period of the previous financial year. With improvement in the world
economy, coupled with supportive policies towards Hong Kong from the Central Government, the job market
in Hong Kong has stabilised and consumer confidence has improved. Under the circumstances, this group
was provided with a more favourable operating environment. For the period under review, Hotel Miramar
recorded an average occupancy rate of 90% with increase in its average room rates in line with market
level, and achieved a satisfactory increase in its operating profits compared with the same period last year.
The average occupancy rates of the Miramar Shopping Centre and the Grade A offices of the Miramar
Tower increased to 93% and 95% respectively, but rental income of these properties experienced a slight
drop. As the property market continues to improve, it is expected that over time, rental income will also
improve. Nearly 80% of the Knutsford Steps complex has been leased. The property market in California,
USA remained positive. During the financial period under review, this group successfully sold approximately
96 acres of residential land and 16 acres of commercial land in Placer County at satisfactory prices, which
generated meaningful profit contribution to this group. The property market in Shanghai has been healthy.
Almost all the Shang-Mira Garden retail shops and all office units were successfully leased out. In addition,
some of the leased office units were sold during the period under review. The food and beverage operations
of this group showed a satisfactory performance during the period, registering increases in both profit
and turnover as compared to the corresponding period of the previous year. Benefiting from the
strengthening consumer confidence, revenues of cruise business, air ticket and hotel packages and
commercial travel sectors increased satisfactorily compared to the same period last year.

Henderson Cyber Limited

Henderson Cyber Limited reported loss attributable to shareholders of approximately HK$4 million for the
six months ended 31st December, 2004 as compared with HK$11 million loss that was recorded for the
corresponding period of the previous financial year. During the period under review, this group actively
implemented its marketing strategy to continue to expand the iCare broadband and Internet services, IDD
and retail businesses. With users and registered subscribers of the various services by this group growing
to a total of 430,000 as at the end of December 2004, these business operations represent the major source
of income for this group.
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Corporate Finance

The Group has always adhered to prudent financial management principles. In view of the historically low
interest rate environment in Hong Kong, the Group capitalized on the prevailing favourable local loan
market conditions to sign up in mid-September, 2004 jointly with Henderson Land Development Company
Limited a HK$10 billion syndicated loan facility fixed at extremely attractive interest margins that consists
of a 5-year tranche and a 7-year tranche in equal amounts, aiming to substantially increase banking facility
limits available to the Group and also to lengthen its loan maturity profile. Taking the form of a revolving
credit, this sizeable financing transaction will offer optimal flexibility to facilitate the funding of future
major investments and business expansion of the Group. The syndicated loan facility was participated by
23 international banks from Hong Kong as well as from nine countries and its successful conclusion fully
demonstrated the support and confidence that the banking community has placed in the Group. In addition,
the Group has an abundant amount of bilateral banking facilities in place, which are predominately
denominated in Hong Kong Dollars. As a result, the Group’s exposure to foreign exchange risk is therefore
extremely low. Other than hedging the foreign exchange rate risk or interest rate risk of the Group, the
Group does not make use of any derivative instruments for speculative purpose.

PROSPECTS

Major countries in the world continued to remain confident that economic growth in Mainland China will
be sustained. Further, benefiting from the strategy of economic integration of Hong Kong and the Pearl
River Delta Region, it is anticipated that local investment and consumer confidence will continue to improve.
In addition, more foreign business will come to establish their business operations in Hong Kong and this
will take place at a time when tourist arrivals as well as export trade of Hong Kong will also record further
growth. It is anticipated that rental income as well as occupancy rate of the commercial and shopping
properties will maintain on a growth path in the second half of the year.

Further, local business operations of the Group in the hotel, retailing as well as the catering sectors will
also benefit from these favourable market developments. As for the major rental properties of the Group,
these are mainly large-scale retail shopping properties located close to mass transportation network with
heavy pedestrian traffic and the occupancy and rental rates are stable. Together with the contributions to
profits generated from the listed associated companies of the Group, these provide a stable source of
income to the Group. The Group also possesses abundant financial resources and this will facilitate the
Group’s future undertakings to expand its diversified businesses. In the absence of unforeseen circumstances,
it is anticipated that the performance of the Group will show satisfactory performance in the current
financial year.


