INTERIM DIVIDEND
In view of the satisfactory results achieved, the Directors have declared the payment of an
interim dividend of HK0.25 cent per ordinary share for the financial year ending 31st
December, 2006 (2005 - HK0.25 cent), absorbing a total amount of approximately HK$21.1
million (2005 - HK$21.1 million), payable to holders of ordinary shares on the Register of
Ordinary Shareholders on 18th October, 2006.
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The Register of Ordinary Shareholders will be closed from Monday, 16th October, 2006 to
Wednesday, 18th October, 2006, both days inclusive, during which period no transfers of
shares will be effected. In order to qualify for the interim dividend, all transfers of ordinary
shares and/or subscriptions of the outstanding 2007 Warrants of the Company, duly
accompanied by the relevant certificates together with, where appropriate, the relevant
subscription moneys, must be lodged with the Company’s branch registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, no later than 4:00 p.m. on Friday,
13th October, 2006. The relevant dividend warrants are expected to be despatched on or
about 8th November, 2006.

Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS
Operating Highlights
The Group’s significant investments principally comprise its ownership and operating
interests in the five Regal Hotels in Hong Kong and the investment in the jointly controlled
Regalia Bay development. The performance of the Group’s hotel operations during the
period under review, their future prospects, the commentary on the local hotel industry and
changes in general market conditions and their potential impact on the operating
performance as well as the progress and prospects on the Regalia Bay development are
contained in the sections above headed “Review of Operations” and “Outlook”.

Cash Flow and Capital Structure
During the period under review, net cash inflow from operating activities totalled
HK$204.1 million (2005 - HK$193.0 million). Net interest payment for the period amounted
to HK$152.7 million (2005 - HK$97.6 million). The increase in net interest payment was
largely due to the increased interest rates.
During the period under review, a total of 81.6 million new ordinary shares of the
Company were allotted and issued to the holders of the 2007 Warrants of the Company
who exercised the subscription rights in an aggregate amount of HK$20.4 million attaching
to the 2007 Warrants at the subscription price of HK$0.25 per ordinary share. As at the
date of this report, a total of 203.6 million new ordinary shares of the Company have been
allotted and issued upon exercise of the 2007 Warrants, and the aggregate amount of the
2007 Warrants remaining outstanding was HK$157.6 million exercisable into 630.4 million
new ordinary shares of the Company at the prevailing subscription price of HK$0.25 per
ordinary share (subject to adjustments).
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Up to the date of this report, none of the 2% Guaranteed Convertible Bonds due 2007 (the
“Bonds”), in an aggregate principal amount of HK$200.0 million, (the “Firm Bonds”) issued
by Cheerview Limited, a wholly owned subsidiary company of the Company, in July 2004
have been converted into new ordinary shares of the Company. Optional Bonds of up to an
additional aggregate principal amount of HK$200.0 million (the “Optional Bonds”) can be
subscribed for at any time on or before 21st April, 2007. The Firm Bonds and the Optional
Bonds, if fully subscribed for and issued, are convertible into a total of 1,600 million
ordinary shares of the Company at the initial conversion price of HK$0.25 per ordinary
share (subject to adjustments).

Assets Value
The Group’s five hotel properties in Hong Kong are now stated at cost less accumulated
depreciation on buildings and amortisation on the leasehold land interests. Aggregate
depreciation and amortisation provided for the period under review amounted to HK$68.0
million (2005 - HK$64.9 million). The amount of the depreciation on the hotel buildings
and amortisation of the prepaid land lease payments charged to the income statement for
the period of HK$49.7 million (2005 - HK$49.6 million) had no actual impact on the
operating cash flows.
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Due to the significant difference between the fair market values of the Group’s hotel
properties in Hong Kong based on their annual open market valuations and the values as
stated in the financial statements herein presented, particularly that some of these
properties were acquired and/or developed by the Group many years ago at relatively low
costs, the Group considers it appropriate also to present to shareholders, as set out below,
supplementary information on the Group’s statement of net assets on a proforma basis to
adjust for the open market valuations as at 31st December, 2005 of the Group’s hotel
properties in Hong Kong, which should more fairly reflect the Group’s net assets position.
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Statement of Proforma Net Assets
30th June,
2006
(Unaudited)

31st December,
2005
(Unaudited)

HK$’million

HK$’million

2,891.6
1,076.9

2,920.2
1,088.0

10,539.5

10,500.0

14,508.0

14,508.2

Other non-current assets

2,759.1

2,366.4

TOTAL NON-CURRENT ASSETS

17,267.1

16,874.6

259.6

543.4

NON-CURRENT ASSETS
Property, plant and equipment
Prepaid land lease payments
Add: Revaluation surplus relating to
hotel properties based on
open market valuations *
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CURRENT ASSETS
CURRENT LIABILITIES

(1,812.8)

(2,044.7)

NET CURRENT LIABILITIES

(1,553.2)

(1,501.3)

TOTAL ASSETS LESS CURRENT LIABILITIES

15,713.9

15,373.3

NON-CURRENT LIABILITIES

(3,113.0)

(3,104.1)

PROFORMA NET ASSETS

12,600.9

12,269.2

MINORITY INTERESTS
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(1.3)

PROFORMA NET ASSETS ATTRIBUTABLE
TO EQUITY HOLDERS OF THE PARENT

12,599.6

12,267.9

Proforma net asset value per ordinary share

HK$1.49

HK$1.47

*
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(1.3)

Surplus of aggregate independent professional valuations of HK$14,500 million as at 31st
December, 2005 over the carrying values of hotel properties (including furniture, fixture and
equipment) at the respective balance sheet dates

Borrowings
As at 30th June, 2006, the Group’s borrowings net of cash and bank balances amounted to
HK$4,685.5 million (31st December, 2005 - HK$4,367.5 million). The Group’s gearing ratio
based on total assets of HK$6,987.2 million in the financial statements herein presented
(31st December, 2005 - HK$6,918.0 million) was about 67.1% (31st December, 2005 63.1%). However, based on the proforma total assets of HK$17,526.7 million as at 30th
June, 2006 (31st December, 2005 - HK$17,418.0 million), as adjusted for the revaluation
surplus relating to the hotel properties as aforesaid, the gearing ratio would be 26.7%
(31st December, 2005 - 25.1%).
Details of the Group’s pledge of assets and contingent liabilities are shown in notes 13 and
14, respectively, to the condensed consolidated financial statements. As disclosed in note
13, most of the Group’s assets have been pledged to secure general banking facilities
granted to the Group. As at 30th June, 2006, the Company has contingent liabilities in the
aggregate amount of HK$4,668.7 million under the respective corporate guarantees given
by the Company in respect of the outstanding syndicated loan facility of HK$4,468.7
million granted to the Group and the Firm Bonds.
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Information in relation to the maturity profile of the Group’s borrowings as of 30th June,
2006 has not changed materially from that disclosed in the most recently published annual
report of the Company for the year ended 31st December, 2005.

Material Acquisitions or Disposals of Subsidiary Companies or Associates
During the period under review, there were no material acquisitions or disposals of
subsidiary companies or associates of the Company.
Save as otherwise disclosed in the sections above headed “Review of Operations” and
“Outlook”, the Group has no immediate plans for material investments or capital assets.

Funding and Treasury Policy
The Group adopts a prudent funding and treasury policy with regard to its overall business
operations. As the Group’s borrowings are primarily denominated in Hong Kong dollar
currency, being the same currency in which the Group’s major revenues are derived, and
with interest determined with reference to interbank offered rates, the use of hedging
instruments for currency or interest rates purposes is not considered to be necessary.
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Remuneration Policy
The Group employs approximately 1,720 staff in Hong Kong. The Group’s management
considers the overall level of staffing employed and the remuneration cost incurred in
connection with the Group’s operations to be compatible with market norm.
Remuneration packages are generally structured by reference to market terms and
individual merits. Salaries are normally reviewed on an annual basis based on performance
appraisals and other relevant factors. Staff benefits plans maintained by the Group include
a mandatory provident fund scheme as well as medical and life insurance.
With a view to providing long term incentives, the Company maintains a new share option
scheme named as “The Regal Hotels International Holdings Limited Share Option Scheme”,
under which share options have been granted to selected eligible persons.
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