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FINANCIAL RESULTS

I am pleased to report the audited results of the Group for the
year ended 31 March 2007. During the year, the Group
achieved a profit from operations of approximately HK$655.6
million, representing an increase of approximately 76.4%
compared with the previous financial year. The increment was
almost entirely attributable to the net valuation gains on
investment properties of HK$657.9 million. Excluding the net
valuation gains on investment properties, the Group recorded a
loss from operations for the financial year ended 31 March
2007 of approximately HK$2.3 million due to the cessation of
the main business of the Group which was the operation of
Hyatt Regency Hong Kong (the “Hotel”) and the Hotel’'s
shopping arcade owned by the Company’s 50.01% owned
subsidiary, Associated International Hotels Limited (“AIHL").

BUSINESS REVIEW AND COMMENTARY ON
FINANCIAL RESULTS

At 31 March 2007, the property under redevelopment of the
Group was revalued at HK$4,890.0 million by an independent
professional valuer and the valuation gains of HK$647.3
million were recognised in the consolidated income statement

during the year.

Rental income generated from the investment properties in Lai
Chi Kok and Guangzhou during the year was relatively stable,
representing a decrease of approximately 3.0% compared with
the previous financial year. Such decrease was mainly due to
the decrease in contingent rentals from the petrol filling station
as a result of lower sales volume of motor fuel during the year.
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BUSINESS REVIEW AND COMMENTARY ON
FINANCIAL RESULTS (Continued)

Austin Hills Golf Resort, the Group’s golf and recreational club
operation, suffered a segment loss of HK$9.2 million for the
financial year ended 31 March 2007. Segment revenue for the
said year was HK$18.3 million, representing a decrease of
approximately 3.1% compared with the previous financial year.
The operation results have shown slight improvement for the
year under review compared with the previous financial year
which were affected by repairs for the main building of the
club house and arising from a landslide in a golf course.

Interest income amounted to HK$21.6 million, increased by
approximately HK$4.8 million due to rising interest rates
during the year.

CAPITAL STRUCTURE AND LIQUIDITY

The total equity for the Group at 31 March 2007 was
HK$5,084.0 million, compared with HK$4,546.6 million at
31 March 2006. At 31 March 2007, the whole banking
facilities of the Group were unutilised and the Group's gearing

ratio was nil.
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OUTLOOK

The project for redeveloping the property comprising the Hotel
and the Hotel's shopping arcade owned by AIHL into a building
comprising mainly retail components is in progress. Foundation
and basement excavation works are being carried out. Barring
unforeseen circumstances, the entire redevelopment project is
anticipated to be completed in 2009. Based on the latest
quantity surveyors' report, the present estimated cost of
construction for this project is around HK$1.1 billion and this
will be mainly financed by external borrowings. As announced
on 20 October 2006, AIHL has entered into a facility
agreement with a bank comprising of a 5-year term loan
facility of up to HK$1 billion and a 5-year revolving credit
facility of up to HK$200 million. AIHL has an option to extend
the facilities for two additional years, subject to, among other
things, the agreement of the lending bank.

The cessation of the Hotel and the Hotel’s shopping arcade
operations, which were the Group’s main sources of income,
has and will continue to have a very substantial negative
impact on the revenue and results of the Group during the
redevelopment period. However, the Directors consider that
upon completion of the redevelopment, it will increase the
return to the Group in the long run and will enhance value for
shareholders because it is believed that a retail development is
likely to generate a higher return on capital in the long term
than the hotel operation.
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OUTLOOK (continued)

The Directors of the Company’s subsidiary, AIHL, have
announced that it is likely that that company will not pay
dividends before completion of the project. Although the
burden of borrowings for the project falls directly on AIHL rather
than the Company, the main sources of recurrent income for the
Company will disappear during the redevelopment period with
closure of the Hotel and the Hotel's shopping arcade. In the
circumstances it is likely that dividend payments of the Company
will be reduced during the redevelopment period from levels
hitherto paid. No guarantee can be given that dividends will
continue to be paid at a certain level or at all pending
completion of the redevelopment.

ANNUAL GENERAL MEETING

The Annual General Meeting of shareholders of the Company
will be held on Wednesday, 19 September 2007.

DIVIDEND

The Board is pleased to recommend the payment to
shareholders on the register of members of the Company on
Wednesday, 19 September 2007 of a final dividend of 3 cents
per share for the year ended 31 March 2007. As the Company
paid an interim dividend of 2 cents per share during the year,
the total dividend for the year ended 31 March 2007 will be
5 cents per share (2006: 5 cents per share). The proposed
dividend will be paid on or about Wednesday, 17 October
2007 following approval at the Annual General Meeting. The
register of members of the Company will be closed for the
purpose of determining the identity of members who are
entitled to receive the final dividend and to attend and vote at
the Annual General Meeting from Thursday, 13 September
2007 to Wednesday, 19 September 2007, both dates inclusive,
during which period no transfer of shares will be effected. All
transfers must be lodged with the Company’s share registrars
not later than 4:30 pm on Wednesday, 12 September 2007.
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STAFF

At 31 March 2007, the total number of employees of the
Group was 143.

In addition to 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 staff.

Finally, on behalf of the Board, | wish to thank all our staff for
their devotion and dedication in the past year.

Cheong Hooi Hong
Chairman

Hong Kong, 11 July 2007
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