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INTERIM REPORTHENDERSON INVESTMENT LIMITED

Interim Results and Dividend

The Board of Directors announces that for the six months ended 31st December, 2005, the unaudited
consolidated net profit of the Group attributable to equity shareholders amounted to HK$1,802 million
and earnings per share was HK$0.64. This profit figure included a revaluation surplus on investment
properties net of deferred tax of HK$856 million and represents an increase of HK$854 million or 90% over
the restated consolidated net profit for the same period in the previous financial year.

If the revaluation surplus on investment properties net of deferred tax were not to be taken into account,
the underlying net profit for the period would be HK$946 million, showing an increase of HK$100 million
over the restated underlying net profit of HK$846 million for the same period in the previous financial
year. Underlying earnings per share was HK$0.34, representing an increase of 12% over that for the same
period in the previous financial year.

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 26th April, 2006.

Closing of Register of Members

The Register of Members of the Company will be closed from Monday, 24th April, 2006 to Wednesday, 26th
April, 2006, 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,
26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong not later than 4:00 p.m. on Friday,
21st April, 2006. Warrants for the interim dividend will be sent to shareholders on Thursday, 27th April,
2006.

Management Discussion and Analysis

BUSINESS REVIEW

Property Rental

The rental property market in Hong Kong has shown gradual recovery. During the period under review,
total rental income of the Group amounted to approximately HK$335 million. This showed an increase of
3% as compared with the corresponding period of the previous financial year. As at the end of the period
under review, the rental property portfolio of the Group amounted to approximately 1.9 million sq.ft. in
total attributable gross floor area, with average occupancy standing high at 94%.

Hotel & Department Store Operations

With the official opening of the Hong Kong Disneyland and the holding of WTO Ministerial Conference in
the second half of 2005, tourist arrivals to Hong Kong continue to be on the rise. However, in view of the
increase in the supply of hotel rooms in Hong Kong, competition in the local hotel industry has increased.
Nevertheless, during the period under review, notwithstanding that the average occupancy level of the
Newton Hotel Hong Kong and the Newton Hotel Kowloon showed a slight decrease, substantial increase
was recorded in room tariff rates. Benefiting from the recovery in local consumer spending and the
relaxation policy of the central government in Mainland China that brought about increasing tourists under
the “Individual Visit Scheme”, the retailing business of the Group operated under its Citistore outlets
recorded a moderate increase in turnover as compared to that of the corresponding period in the previous
financial year.
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Other Investments

China Investment Group Limited, a 64%-owned subsidiary of the Company, is engaged in the toll-bridge
and toll-road joint venture operations in the Mainland. Owing to the repair work undertaken for the Hang
Zhou Qiangjiang Third Bridge, turnover from the infrastructural business of the Group reduced substantially
by 40%. Henderson Cyber Limited, which is 78.69% held by the Group, is engaged in the provision of
“iCare” broadband service, merchandising as well as data centre and intelligent building services.

Associated Companies

The Hong Kong and China Gas Company Limited recorded profit after taxation attributable to shareholders
amounted to HK$5,281 million in the financial year ended 31st December, 2005. As at the end of 2005, the
number of customers was 1,597,273, an increase of 34,995 over 2004. This group concluded a joint venture
piped gas project in Xi’an, Shaanxi Province in early 2006, which is its largest gas investment project on the
Mainland to date, and has laid a foundation for its future move into northwestern China, a huge market
noted for its rapid economic growth. Altogether, this group now has city piped gas joint venture projects
in 31 mainland cities across various districts. This group successfully entered the Mainland’s water sector
after concluding three water projects in 2005.

In Hong Kong, this group continues to expand its gas supply network. Town gas supply has been extended
to the international theme park at Penny’s Bay on Lantau Island last year. Construction of a transmission
pipeline in the eastern New Territories is progressing smoothly. In order to receive natural gas from the
Guangdong Liquefied Natural Gas Terminal,  this group is laying a twin submarine pipeline from
Chengtoujiao in Shenzhen to Tai Po gas production plant in Hong Kong. By the fourth quarter of 2006, the
Guangdong LNG Terminal should be supplying natural gas to Hong Kong which will then be used to partially
replace naphtha as feedstock for the production of town gas. On the property development front, this
group has a 15.79% interest (15% interest at the end of 2005) in the International Finance Centre and 50%
interest in the Grand Promenade, both of which were entirely completed during the period under review.
The Ma Tau Kok south plant site is being developed into five residential apartment buildings. This project
has been named the Grand Waterfront and, with the inclusion of the commercial area, will provide a total
gross floor area of approximately 1.11 million sq.ft. The project is due for completion by the end of 2006.

Hong Kong Ferry (Holdings) Company Limited reported a consolidated profit after taxation for the year
ended 31st December, 2005 amounting to HK$243 million, representing a decrease of 26% as compared to
that recorded in 2004. During the year, this group recorded an operating profit of approximately HK$192
million from the sale of approximately 350 residential units of Metro Harbour View, with a value of
approximately HK$420 million. Rental income from the commercial arcade, Metro Harbour Plaza, amounted
to HK$15.5 million for the year. The occupancy rate as at the end of the year was approximately 96% after
taking into account the committed tenancies. In respect of the development site at No. 222 Tai Kok Tsui
Road, foundation work had been completed and construction of the superstructure was in good progress.
The site is being developed into a residential-cum-commercial property of a total gross floor area of
approximately 320,000 sq.ft. The target date for completion of the project is late 2008. Construction work
in respect of Nos. 43-51A Tong Mi Road had been substantially finished and this project will be ready for
sale in the first half of this year. The demolition work for No. 6 Cho Yuen Street, Yau Tong had been
completed and construction work is expected to commence in the second half of 2006. The site will be
developed into a residential-cum-commercial property with a total gross floor area of approximately 165,000
sq.ft. The substantial increase of fuel oil price led to a deficit of HK$4 million in Ferry, Shipyard and Related
Operations for the year. The operating results of the Travel and Hotel Operations turned from a surplus to
a deficit of HK$2.6 million during the year. It is anticipated that the proceeds from the sales of the properties
and the rental from commercial arcade will continue to be the primary source of income for this group in
the coming year.
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Miramar Hotel and Investment Company, Limited recorded HK$328 million in unaudited profit attributable
to shareholders for the six months ended 30th September, 2005, representing an increase of 115% over the
restated profit for the corresponding period of the previous financial year. This group adopted the new
accounting policies as stipulated by Hong Kong Institute of Certified Public Accountants, in relation to
investment properties and hotels, which led to a reported increase in net profit amounting to HK$179
million. Benefiting from the continuous growth in the local economy, there were improvements in consumer
confidence along with healthy growth in the business and leisure travels sectors. Hotel Miramar experienced
a respectable growth in its operating results, achieving an average occupancy of 88%, while average room
rate improved by almost 20% as compared to that of the previous period. The overall average occupancy
rate of the Miramar Shopping Centre and the Hotel Miramar Shopping Arcade reached 87% with only a
moderate increase in total rental income. The Miramar Shopping Centre and the Hotel Miramar Shopping
Arcade successfully reorganized the tenant mix and upgraded the market position. Average rental for new
retail tenants occupying approximately 60,000 sq.ft. of rental area increased by 47% as compared to rentals
for previous tenants. For the office market, the Miramar Tower recorded over 95% average occupancy
rate. During the period under review, this group sold approximately 20 acres of commercial land in Placer
County, California (FY2004: 16 acres of commercial land and 280 residential lots) that contributed to this
group’s profit. During the period under review, the food and beverage business remained stable, whereas
turnover of its travel business increased slightly compared to the same period last year.

Privatisation Schemes

Henderson Cyber

The Company, Henderson Land, Hong Kong and China Gas and Henderson Cyber jointly announced in August
2005 the privatisation proposal of Henderson Cyber by the Company and China Gas by way of a scheme of
arrangement involving the cancellation and extinguishment of the scheme shares in Henderson Cyber at
the cancellation price of HK$0.42 in cash per scheme share. The scheme was approved by a majority of
99.96% of the independent shareholders present and voting at the court meeting. The scheme took effect
in December 2005 and the listing of the shares in Henderson Cyber on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited was withdrawn. Upon completion of the privatisation, the
Company’s interest in Henderson Cyber was increased to approximately 78.69%. The aggregate amount of
cancellation price paid by Henderson Investment was HK$252.53 million.

The Company

In November 2002, Henderson Land announced a privatisation proposal of the Company at the cancellation
price of HK$7.60 in cash per scheme share in the Company. According to the “The Code on Takeovers and
Mergers”, one of the conditions to the proposal is that the scheme is not disapproved by more than 10% in
value of all the shares held by independent minority shareholders of the Company (the “10% Threshold”).
At the court meeting held on 2nd January, 2003, up to 85.6% of the independent minority shareholders of
the Company present voted in favour of the scheme. However, as the votes that cast against the scheme
marginally exceeded the 10% Threshold, the scheme could not take effect and hence lapsed.

Henderson Land proposed the privatisation of the Company again in November 2005. As announced in
December 2005, the cancellation consideration was increased to 1 share in Henderson Land in exchange
for every 2.5 scheme shares in the Company. At the court meeting held on 20th January, 2006, a majority
up to 85.7% of the independent minority shareholders of the Company present voted in favour of the
privatisation proposal. Again, as the votes that cast against the scheme marginally exceeded the 10%
Threshold, the scheme still could not take effect and hence lapsed.
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PROSPECTS

Benefiting from the Closer Economic Partnership Arrangements with the Mainland, Hong Kong has emerged
as a two-way platform for businesses making entry to markets in the Mainland and the Asia Pacific region.
Overseas and Mainland companies as well as investors have increased their demand for office space. It is
anticipated that both rental and occupancy of office properties will continue to rise.

The rental properties of the Group are conveniently situate in the centre of new towns with busy pedestrian
flow. In view of the sustained recovery in consumer spending led by improvement in local employment as
well as the increased number of tourists under the “Individual Visit Scheme”, the market for the retail
sector has also recovered. These factors have contributed to bring about increase in rental income in respect
of retail shops of the Group. In order to maintain the competitive position of its shopping arcades, the
Group has regularly organised marketing promotional activities. In addition, the Group will continue to
refurbish its core shopping arcades in phases and improve the tenant mix of these properties, with the aim
to bring about increasing rental income.

The hotel business of the Group is expected to benefit from the favourable economic conditions in the
global market and the number of large scale local tourist attractions now being put in place. It is anticipated
that the number of tourist arrivals will continue to increase with the extension of the “Individual Visit
Scheme” to more provinces and cities in the Mainland.

Both the Group’s rental income and contributions from the Group’s listed associates provide a stable
recurrent income to the Group. In the absence of unforeseen circumstances, it is anticipated that the Group
will show satisfactory performance in the current financial year.


