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Chairman’s Statement

FINANCIAL RESULTS

| am pleased to report the audited results of the Group for the
year ended 31 March 2005. During the year, the Group
achieved a profit from operations of approximately HK$168.0
million, representing an increase of approximately 50.2%
compared with the previous financial year. The Group recorded
a profit attributable to shareholders of approximately
HK$155.0 million, representing an increase of approximately
40.7% as compared with the previous financial year. The
turnover for the year was approximately HK$439.8 million, an
increase of approximately 31.4% from the previous financial
year.

BUSINESS REVIEW AND COMMENTARY ON
FINANCIAL RESULTS

Hyatt Regency Hong Kong (the “Hotel”) had a satisfactory year
during the financial year ended 31 March 2005. The turnover
derived from the Hotel operation increased by 43.8%
compared with the previous financial year when the Hotel
operation was severely affected by the outbreak of SARS. The
segment profit from the Hotel operation for the financial year
ended 31 March 2005 increased by 89.1% compared with the
previous financial year. The substantial increment was mainly
due to the recovery of the hotel business after the SARS
period. In addition, the increase of mainland visitors following
the introduction of the “Individual Visit Scheme”, the hosting
of a number of major trade shows and tourist events in Hong
Kong such as Hong Kong WinterFest and the Chinese New
Year Parade, helped to improve both room occupancy rate and
room rate of hotels in Hong Kong during the year.

The average room rate obtained at the Hotel during the year
ended 31 March 2005 was HK$911, representing an increase
of approximately 17.5% in comparison with the previous
financial year.

The average room occupancy rate of the Hotel during the year
ended 31 March 2005 was 89.9% as compared to 66.5% for
the previous financial year.

Rental income from the Hotel's shopping arcade amounted to
HK$101.6 million for the year under review, representing an
increase of 11.9% over the previous financial year. Apart from
recovery from the adverse impact caused by SARS in the last
financial year, the increment was attributable to the growth of
the retail market in Hong Kong which benefited from the
resurgence in tourism and the steady economic rebound in
Hong Kong.
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CAPITAL STRUCTURE AND LIQUIDITY

As at 31 March 2005, the non-current liabilities of the Group
were approximately HK$3.5 million which compared with the
shareholders’ funds of HK$4,612.8 million, indicates the
Group’s strong equity base. The Group’s gearing ratio is nil.
The Group’s shareholders’ funds increased by approximately
HK$650.2 million which was mainly due to the surpluses on
revaluation of the Group’s investment properties and the Hotel.
Detailed information on the Group's capital structure is set out
in notes 23 and 24 on the financial statements for the year
ended 31 March 2005.

The Group’s net current assets were approximately HK$388.0
million as at 31 March 2005 compared with approximately
HK$306.4 million on the same date of the previous financial
year.

OUTLOOK

According to the Hong Kong Tourism Board, tourist arrivals to
Hong Kong for the year 2004 reached 21.8 million, growing by
40.4% compared with the year 2003 and the growth for the
first quarter of 2005 stood at 10.8%. Looking ahead, the
staging of a number of international trade events and
conferences and the opening of Hong Kong Disneyland later
this year will provide further impetus to arrivals growth. The
management anticipates, barring unforeseen circumstances,
the Hotel’s revenue for the coming months will be satisfactory.

As announced on 20 October 2004, the Directors have
resolved to proceed with the proposal to redevelop the
property comprising the Hotel and the Hotel's shopping arcade
into a building comprising mainly retail components. The
operations of the Hotel and the Hotel's shopping arcade which
are currently the main business segments of the Group are
expected to cease from 1 January 2006 and the existing
property will be demolished and a new building comprising
mainly retail components will be constructed. Barring
unforeseen circumstances, the time period for the
redevelopment will be three to four years from commencement
of the redevelopment work. The cessation of the Hotel and the
Hotel’s shopping arcade operations will 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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The transitional arrangement for the closure of the Hotel is in
progress. The management will take steps to endeavour to
reduce adverse impact on the Hotel's operations which may
arise owing to the Hotel’s imminent closure.

The entire redevelopment project is scheduled for completion
by early 2009. The present estimated cost of construction for
this project is around HK$1 billion and it is presently intended
that this will be financed by external borrowings.

DIVIDEND

The Board is pleased to recommend the payment to
shareholders on the register of members on Wednesday, 14
September 2005 of a final dividend of 8 cents per share for the
year ended 31 March 2005. As the Company paid an interim
dividend of 8 cents per share during the year, the total
dividend for the year ended 31 March 2005 will be 16 cents
per share (2004: 16 cents per share). The proposed dividend
will be paid on or about Friday, 30 September 2005 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
2005, 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 151.

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, 5 July 2005
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