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Of the many vicissitudes which have been visited upon Phuket’s tourism industry during
the past ten years, including the Asian Financial Crisis, the Iraq War, the Bali bombings, 911,
Bird Flu, SARS, and the Haze, by far the most devastating was the Indian Ocean Tsunami.
The resu|ting perFormance for Laguna Resorts & Hotels Plc. produced the worst yearin our
history, resulting in a small loss being recorded.

When the year started, we were still busy with the rescue phase of the Tsunami, and as we
moved in to recovery, it became clear that the effect on our business was deep, and was
likely to be long-lived. The international publicity which surrounded the event focused on
Phuket, and the worldwide impression was that the island was not fit to visit. We entered
our traditional ‘high’ season and recorded our lowest occupancies ever (January 24 percent,
February 38 percent, March 56 percent), during a period when we would normally expect
occupancies to be over 80 percent.

We concluded early on that we would not retrench any employees as a result of the
Tsunami. The people of Phuket were suffering enough, and we believed strongly that this
gesture would maintain a level of morale which we were going to need in order to accelerate
our recovery. Those guests who did come during the early part of the year were treated to
a level of service and welcome which was second to none as their support of the resort was
rewarded by the gratitude of the staff.

The vanguard of the recovery was the MICE (Meetings, Incentives, Conventions and
Exhibitions) market, as civic-minded companies re-routed their meeting itineraries to
Phuket as a mark of solidarity and support. Chief among these was the American Express
Company, a long time partner in the travel industry, who relocated an entire international
convention from Mexico to Laguna Phuket in March, ﬁ||ing the resort for five days with the
largest gathering we have ever catered to.

In the meantime, the management team was busy negotiating packages with travel partners
in markets which we believed would continue to travel to Phuket (some markets, such as
Japan, Korea, Taiwan and Hong Kong were reluctant to return at first for superstitious
reasons). Australia and the UK were targets for discounted packages, and by mid—year we
were recording occupancies in the 60’s and 70’s.

In the absence of any nationally co-ordinated campaign, Laguna Phuket launched the
‘Phuket is Back’ promotion with the s|ogan visible on billboards, all of our vehicles, and on
fashionable wristbands, in our Laguna Phuket colours, 50,000 of which were distributed to
guests who returned to their home countries ‘flying our flag’. The campaign culminated in
a specia| evening under the patronage of Her Roya| Highness Princess Soamsawalee
Phravararajatinuddamatu with local dignatories and friends of the resort. The campaign
went some way to reverse the mistaken impression created by the international media, as
it was also featured on channels such as CNN, BBC, Bloomberg and Channel News Asia.

ANNUAL REPORT 2005
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Throughout the year, and particu|ar|y during the first quarter, our attention turned to the
needs of our local community, including our own staff, some of whom lost homes and
family in the tragedy. The Phuket Tsunami Recovery Fund, launched and managed by our
management team, raised over Baht 35 million from thousands of donors, inc|uding our
own staff and management, who gave generously from their salaries, and from an
impromptu collection by line staff which alone produced Baht 80,000 during the first week
of recovery. The work of this Fund has been recorded in a separate publication (which was
produced for our donors) and we have some copies available : if you would like one, please
let us know, and we will gladly send you one.

Property Sales followed a somewhat parallel curve to the hotels, with the added challenge
of construction delays as our contractors battled to retain staff. The sales pace, however,
picked up well towards the end of the year, for examp|e, we sold 11 Banyan Tree Two
Bedroom Pool Villas at Baht 32 million each in the second half of the year, and the prog-
nosis for the future suggests that the strong Phuket property market will continue.

Our other projects continued well, with the 45 additional rooms now on line at Sheraton,
the 22 new Double Pool Villas at Banyan Tree scheduled for completion in mid-2006, as is
the new Laguna Ho|iday Club Hotel. The two restaurants which were destroyed at the
Dusit (La Trattoria and Casuarina Hut) have been restored to a more beautiful condition
than ever, and in general we could say that resort as a whole has never looked better.

Fina||y, a word of thanks to our many shareholders who sent messages ofsuppor‘t, donations
to our Recovery Fund, and who came to visit during the year. We are grateful for your
encouragement, and look forward to welcoming you to Laguna Phuket, which is in pristine
condition, in the coming year.

Hllor—p

Ho Kwon Ping
Chairman
o7
.47 Hl—
L]

Surapon Supratya Ho Kwoncjan James R. Batt

Group Managing Director Managing Director Managing Director
(Design & Services) (Laguna Phuket)
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» doyan1onasidun AU FINANCIAL HIGHLIGHTS

(1w : G1um) (Unit : Million Baht)

2546 [ 2003

2548 [ 2005 | 2547 [ 2004

A3 1NIUMI[UTIN Information from
Consolidated Statements

“unindim Total Assets

wﬁ“uiau Total Liabilities

“veariorusm Total Shareholders’ Equity

swldnniamslasusy

Revenue from Hotel Operations

eldnnfmaianne auming

Revenue from Property
Development Operations

Tuldm

Total Revenues

mlsnnmaaidiuau

Operating Profit

oA . o v
A aNIIN YNLANTIY
1Az M599AN 9

Depreciation, Amortization
and Provision

& o
ADNIYNY

Interest Expense

miRule

Income Tax

uvearienu utioy

Minority Interests

mls(nanu) ndeunamsiiey

Net (Loss) Profit before Extraordinary ltem

M INLAY

Extraordinary Item

- Toundusoms 15eemsdoosm
“unindons /

( 139amIfoum " unsndn1s)

- Reversal of provision for Impairment
(Provision for impairment)

- uvesrfieru ey

- Minority Interest

mls(nanu) 15

Net (Loss) Profit

» dms1 "oun1vN1sIBU/FINANCIAL RATIOS

FOYADINIVNIIRUIIN

0

Information from
Consolidated Statements

2548 [ 2005 2547 [ 2004 | 2546 [ 2003

8a51 umls nidenlds (%)

Return on Total Revenue (%)

- D va
0ATIHAADUUNUAD TUVDIDOYU (%)

Return on Total Equity (%)

dATINANBLUNUAD UNTNGTIN (%)

Return on Total Assets (%)

lssevfu (um)

Earnings Per Share (Baht)

Quifuwaderu (L)

Dividend Per Share (Baht)

. =
yamanuindderiu (um)

g

Book Value Per Share (Baht)

yam “unind niseu (um)

Net Asset Value Per Share (Baht)

= uifininenuil assnssumsuding 16 ueliiadwiuiuna udey

. e 4
szninsensoinlasiazgutoru

** At the time of printing this report, no dividend had been
proposed |3y the Board of Directors but had not been
approved by the Annual General Meeting.
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LAGUNA REsorTs & HoTELs PuBLic COMPANY LIMITED
has gained the reputation as a responsible developer whose
interests combine hotels and real estate with an emphasis
on quality and environmental protection. In addition to
its core hotel business at Laguna Phuket, the company
has successfully diversified into property development,
vacation ownerships, managing a shopping centre, a
wedding chapel and a tour operation, all of which support

and strengthen the operations of its established resorts.

CoMPANY HisTorY
Laguna Resorts & Hotels Plc. was originally part of the
diversified Thai Wah group of companies which has a
corporate strength dating back to 1916, when the found-
ing company, the Wah-Chang Corporation of New York,
was established.

The birth of an independent resort company, however,
dates from the early 1980’s when Ho Kwon Ping,
Chairman of the Wah-Chang/Thai Wah Group, discovered
an abandoned tin mining site at Bangtao Bay on Phuket
Island in southern Thailand. He immediately recognised
the potential for developing the area into a premier resort.

Thus the Thai Wah Resorts Development Company
Limited was founded in 1983 and a decade later was listed
on the Stock Exchange of Thailand. Subsequently, in May
1998, the company’s name was changed to Laguna
Resorts & Hotels Public Company Limited to better
reflect its core business operations.

CoRPORATE MissioN

Laguna Resorts & Hotels Plc. has a clearly defined
corporate mission designed to further its business aims
and generate maximum returns for its shareholders.
Principal in the Company’s mission statement is to
include a culture of cooperation between the hotels and
business units to ensure a positive experience for each
and every hotel guest and home owner in Laguna
Phuket, its most significant investment. In order to avoid
an over reliance on its operations in Laguna Phuket, the
Company continues to diversify its investment portfolio
away from Phuket by investing in projects in other parts
of Thailand and within the South East Asia region and
China. Paramount in its mission of generating continued
growth through expansion, innovation and maximisation
of market share, the Company seeks to conduct its
operations in an environmentally sensitive manner.

BUSINESS ACTIVITIES

Laguna Resorts & Hotels Plc’s business activities include
the operation and management of Laguna Phuket, as
well as its invesment in the Banyan Tree Bangkok which
was purchased in March 2005 and its investment in the
Banyan Tree in Lijiang, China, which will open in mid
2006. The company also has investments in selected
overseas properties.

THE BANYAN TREE BANGKOK AND OFFICE RENTAL
The Banyan Tree Bangkok

The Banyan Tree Bangkok is a 216 suite hotel and is situ-
ated in the centre of the business and commercial dis-
tricts of Bangkok. The hotel was purchased in March
2005 and is managed by Banyan Tree Hotels & Resorts
Pte. Ltd. A Banyan Tree Spa is operated in the hotel. The
Banyan Tree Bangkok targets business travelers as well as

the wholesale business and independent tourist markets.
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Laguna Phuket Golf Club

The year 2005 also saw the release of the third phase of
the Laguna Townhomes project, comprising 22 semi-
detached villas priced at Baht 18-20 million, which are
scheduled to be completed in the last quarter of 2006.

In December 2005, construction also began as part of the
third phase of the Laguna Residence project, consisting
of 11 residences, which are also expected to be completed
in the latter part of 2006.

Ten of the 14 Banyan Tree 2-bedroom Pool Villas,
completed in the latter part of 2004, were sold in 2005. As
the next step in its property development project, the
Banyan Tree Phuket commenced construction of 22
exclusive Double Pool Villas of which 8 have been
released for sale, featuring ten-metre private infinity
pools, which are scheduled for completion in July 2006.

The Laguna Holiday Club (LHC) is building its own ded-
icated 79 room hotel complex which is scheduled for
completion by end-2006. In addition LHC opened a third
sales deck at the Angsana Resort & Spa in Bintan,
Indonesia in the last quarter of 2005 and has continued to
expand its customer base and brought in steadily
increasing revenues.

The construction of Banyan Tree in Lijiang, China, which
commenced in late 2004, is well under way and the initial
55 villas are expected to be open to the public by mid-
2006.

The Laguna Wedding Chapel, managed by South Pacific
Bridal (SPB Thailand), commenced operations early in
2005, It provides full service weddings predominantly to
the Japanese market, which offers a further avenue to
generate incremental demand for the Laguna Phuket

hotels. SPB Thailand opened a bridal showroom at Canal
Village in the first quarter of 2005.

Laguna Phuket has an ongoing commitment to main-
taining a quality product and preserving the environ-
ment. During 2005, the hotels and Banyan Tree Spa were
recognised for their achievements by receiving the awards
as listed below:

Banyan Tree Phuket was voted:

¢ ‘Best Overseas Spa Resort or Hotel’ - Luxury Travel
Gold List 2005

¢ ‘Ranked 3" of Best Hotels in the World for Facilities’ -
Condé Nast Traveller UK Gold List

¢ 2005 Gold List World’s Best 700 Places to Stay’ -
Condé Nast Traveller UK magazine
‘Asia's Best Hotels and Resorts’ - AsiaHotels.com
‘Top 5 Leading Asia Pacific Resorts & Hotels
(Rank 1st) - Business Traveller Asia-Pacific Magazine

¢ ‘Crystal Award Winner: Asia’ - SpaFinder’s 2005
Readers’ Choice Awards

¢ ‘Asia’s Best Vacation Resort’ - Asiamoney Business
Travel Poll Awards

¢ ‘One of the World's Best Hotels for Rooms in Asia’ in
the Condé Nast Traveller Magazine

Banyan Tree Spa Phuket was voted:
¢ ‘Asia’s Best Health Spa’ -

Asiamoney Business Travel Poll Awards
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¢ ‘Best Overseas Hotel Spa Asia’ -

Cond’ Nast Traveller UK: Readers’ Spa Awards
¢ ‘The World’s Top 25 (Ranked 6th)’ -

Condé Nast Traveller UK: Readers’ Spa Awards
¢ ‘World's Best Spas:

Top 10 Hotel Spas, International (Ranked 4th)’

- Travel + Leisure World’s Best Awards 2005
¢ ‘Top Spas by Country: Southeast Asia

- SpaFinder’s 2005 Readers’ Choice Awards
¢ ‘Top 10 International Spas (Ranked 3rdy

- Celebrated Living Readers’ Choice Platinum List
¢ ‘Overseas Hotel Spa Asia’

- Condé Nast Traveller UK: Readers’ Spa Awards
¢ Ranked 6 of The World’s Top 25

- Condé Nast Traveller UK: Readers’ Spa Awards

Sheraton Grande Laguna Phuket was voted:

¢ ‘Top 5 Leading Asia Pacific Resorts & Hotels
(Ranked 2nd) - Business Traveller Asia-Pacific
Magazine.

¢ ‘Thailand’s Leading Golf Resort’ - World Travel Awards.

Dusit Laguna Resort was voted:

¢ ‘Green Leaf Award’ by the Board of Environmental
Promotion of Tourism Activities

+ ‘Best Business Unit of the Year (Benefits & Welfare)’
by the Thai Ministry of Labour

Laguna Beach Resort was recognise for its:
¢ ‘Good Manufacturing Practice’ by the Department of
Medical Sciences, Ministry of Public Health.

FuTuRrE
While Laguna Phuket has proved awinning formula since
the resort’s inception 18 years ago, there continued to be
opportunities to improve profitability and expand existing
facilities.

The addition of new hotel rooms and villas at the
Sheraton Grande Laguna Phuket and Banyan Tree Phuket
will provide additional room inventory and revenue
growth. The Allamanda Laguna Phuket is also planning a
comp|ete renovation of its last remaining non-renovated
wing, which is destined to make the property even more
attractive to regular guests and potential first-time visitors.

DeVeIOPment aPPrQVaIS are Currently in progress FOI'
further phases of Laguna Townhomes and Laguna
Residences to satisfy buyer demand in 2006 and beyond.
In addition, some new and exciting residential designs
are being developed for release in 2006.

Construction of a dedicated Laguna Holiday Club Hotel
facility consisting of 79 luxurious villas close to the 17th
fairway of the Laguna Phuket Golf Club commenced in
January 2005 and is well on track to be completed in July
2006.

Banyan Tree Bangkok will complete its two additional
restaurants in 2006 and will commence the renovation of
existing office floors into hotel room inventory and apart-
ments some of which will be available for sale.

The Company will continue to look for opportunities to
diversify its operations outside of Phuket and the con-
struction of Banyan Tree Lijiang, which will open in 2006,
is the first stage in the implementation of this strategy.
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LAGUNA PHUKET EsTABLISHES TSUNAMI RECOVERY FUND
In an effort to provide assistance in rebuilding shattered
lives, Laguna Phuket established the Phuket Tsunami
Recovery Fund, managed by Laguna Resorts & Hotels’
own organisationa| network, as a channel for supporters,
well wishers and contributors who wanted to give direct
assistance to help Phuket’s local Tsunami victims.
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WEDDING CHAPEL OPENS AT LAGUNA PHUKET
Targeting to be Asia’s leading wedding resort destination,
Laguna Phuket introduced Thailand’s first purpose-built
Wedding Chapel and Bridal Salon managed by South
Pacific Bridal. The charming Thai-styled Chapel-on-the
Lagoon is raised on stilts over the lagoon and seats up to
50 guests.
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THAI TOURISM RECEIVES MAJOR BoOST FROM AMEX
To support the recovery of Phuket’s tourism industry
affected by the Tsunami, American Express moved a global
conference of more than 700 employees from Central
America to Laguna Phuket. All five Laguna hotels partnered
to accommodate and service this global conference.
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SEA TURTLE CONSERVATION CEREMONY
Laguna Phuket, arranged its annual Sea Turtle
Conservation Ceremony at Sheraton Grande Laguna
Phuket to raise funds in support of the sea turtle conser-
vation projects of the Royal Thai Navy, Third Naval Area
Command and Phuket Marine Biological Centre. Baht
158,800 were presented to both organizations.
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PRINCE ANDREW VisiTs LAGUNA PHUKET
HRH Prince Andrew, the Duke of York, arrived at the
Sheraton Grande Laguna Phuket on Monday 25 April
during an official visit to Phuket to thank the Thai people
and local British community for their assistance to British
citizens in the aftermath of the 26" December Tsunami.
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LoNG-TAIL BOATS DONATED To TsuNAMI VicTIMS
Laguna’s Phuket Tsunami Recovery Fund presented 16
new long-tail boats, one second-hand boat, and 32
repaired boats to members of the Bangtao community
whose fishing and tour boats were either totally destroyed
or badly damaged by the Tsunami. The total cost of this
donation was Baht 1.7 million.
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Miss UNIVERSE CONTESTANTS VisIT LAGUNA PHUKET
The Miss Universe 2005 contestants converged on Phuket
for a visit to the Island paradise, courtesy of the Tourism
Authority of Thailand. The busy day for the beauty con-
testants ended in an evening barbecue beach party host-
ed by Dusit Laguna Resort.
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EDUCATION SUPPORT BY LAGUNA PHUKET
The Laguna Phuket Foundation for Education presented
scholarships in the amount of Baht 164,000 to 29 Phuket
students ranging from primary school to university level
in order to support their educational expenses.
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GEORGES Bi1zET’s CARMEN TAKES CENTRE-STAGE

The Sheraton Grande Laguna Phuket treated its guests
and visitors to a production of Georges Bizet’s famous
opera, Carmen, on 23° October. Widely regarded as the
most POPUlar Qpera 0{. 3” time, Carmen was PerFOrmed
by the talented cast of the European Chamber Opera
from the UK.
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FAMOUS SINGER JoINs LAGUNA PHUKET
Loy KRATHONG FESTIVAL
Famous Thai folk song artist, Chaiya Mitchai, was the star
attraction at Laguna Phuket’s Loy Krathong Festival.
Together with invited dignitaries Chaiya released
krathongs under the full-moon. The event was organized
by Laguna Phuket and Cherngtalay Municipality for the
local community.
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LAGUNA HosTs ‘PHUKET Is BACK’ PARTY
HRH Princess Soamsavali Phravararajatinuddamatu
presided over the “Phuket is Back” party organised by
Laguna Resorts & Hotels Plc. at Dusit Laguna Resort. The
official launch of Laguna’s “Phuket is Back” campaign was
scheduled to coincide with the 18th anniversary of the
founding of Laguna Phuket on 25" November 1987.
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DusiT LAGUNA REOPENS RESTAURANTS
Dusit Laguna Resort reopened two of the Island’s better
known restaurants: Casuarina Beach Restaurant & Bar
opened on 3" November and La Trattoria on 5" November.
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THE YEAR IN REVIEW

FINANCIAL COMMENTARY

The net loss attributable to the shareholders of Baht 20
million for the year ended 31" December 2005 was Baht
905 million lower than the prior year. The reason for the
loss was largely due to the performance of the 4 Laguna
Phuket hotels and the property sales division being
severely affected by the subsequent downturn of tourism
to Phuket fo||owing the Tsunami in the Indian Ocean
which hit Phuket on 26" December 2004.

This was only partially offset by the performance of the
Banyan Tree Bangkok and the rental of office space in
Thai Wah Tower | and Thai Wah Tower Il in Bangkok
which were purchased following the acquisition of Thai
Wah Plaza Limited on 8" March 2005,

Other points of note are that:

¢ selling and administrative expenses increased by Baht
31 million primarily due to an increase in salary and
wages and legal costs. The increase in legal costs pri-
marily related to the acquisition of Thai Wah Plaza
Limited, the insurance claim for property damage and
business interruption from the Tsunami and land

related cases.

. foreign exchange loss of Baht 39 million which was
Baht 31 million higher than the prior year which was
due to the weakening of the Baht during 200s.

¢ anincrease of depreciation of Baht 100 million which
was a consequence of the depreciation of the assets
acquired of Banyan Tree Bangkok and Thai Wah
Tower | and Thai Wah Tower I1.

+ anincrease in interest costs of Baht 98 million which
was due to the loans taken out, and taken over, result-
ing from the acquisition of Thai Wah Plaza Limited,
loans taken out to fund the construction of addition-
al room inventory in Laguna Phuket and the con-
struction of Banyan Tree Lijiang, and an increase in

the interest rate during the year.

¢ taxation was Baht 110 million lower than the prior
year and this is due to the significantly reduced

operating profit in 2005.

+ Net earnings of minority interest in subsidiaries was

lower than the prior year due to the reduction in net
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income during the year for the respective hotel and

gallery operations.

For the reasons stated above, the company has shown a
decrease in net earnings as compared to the same period
last year.

EcoNomic TRENDs: TOURISM IN THAILAND AND THE
PHUKET MARKET

1. Review of Sales and Marketing Plans

All of the Laguna Phuket and Bangkok hotels and business
units are required to provide a Sales and Marketing Plan
as part of their budget presentation. These vary in style
and content but all include a summary of their plans to
provide the budgeted levels of income. For the hotels, the
plans all include statistics showing month-by-month
comparisons to prior year and a market segmentation
analysis.

For the 2006 Budget, all budgets assume a conversion
rate of 41 Baht to 1 US Dollar. Approximately 8o percent
of our rooms revenue is in US Dollars.

A summary of the hotel plans is as follows:-

a) Hotel occupancies and average room rates, together
with the resu|ting revenue per available room, are
analyzed during the budget reviews on a month-by-
month basis. Comparisons are carried out over the
past five years, and in several cases this has meant
substantial changes to the originally submitted budgets.

b) We believe it is important to consider several years to
provide a normalized comparison in the light of
events in recent years such as Bird Flu, SARS, the Bali
bombing, Tsunami, etc.

c) The hotels continue a high level of communication
and cohesion in their Sales and Marketing approach.
This has led to excellent ﬂexibility and different
reactions to changing market conditions. They continue
to work togetber, but at the same time carve out new
market segments. For example, Laguna Beach Resort
has found a higher-end Korean group market which
provides higber-yie|ding room and food and beverage

revenue.

d) The very successful Laguna Phuket Plus campaign can
now be switched on and off in reaction to market
conditions and provides an important delivery from

regiona| markets in the low season.

e) The Laguna Phuket centralized Destination Marketing
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meetings provides a p|at‘Form for inter-hotel discussion
and the formation of resort wide programmes.
Clearly, 2005 was an unusual year following the
Tsunami at the end of 2004. Business levels reached
all-time lows during the early months of the year, but
the hotels responded with a co-ordinated approach,
and by August we were seeing better occupancy levels,
a|tbough the average rate was still depressed.
However, the activity which was required by the emer-
gency nature of the situation has led us to a new level
of co-operative marketing with select Tour Operators
in the UK and Australia which we intend to continue
in 2006. This is very much a|ong the lines of our now
well-established Laguna Phuket Plus campaign, now
spread into markets other than regionaL

ic) The focus in 2006 will be to continue the recovery that
started in the second half of 2005 and as occupancies
return to more normalised levels we believe that the
discounting of average room rates will no longer be
required so that we can move the rates back up. This
longer term strategy has been adversely affected by
the impact of the Tsunami on travel to Phuket in 2005,
but the under|ying dynamics of Phuket as a ho|iday
destination will enable us to deliver higher room rates

in the |onger term.

g) There continue to be three markets which settle in
Baht, namely, Japan, Australia, and Thailand.

h) The lagunaphuket.com website is now well established
and we p|an continued enhancements in 2006.

Property Sales was simi|ar|y affected by post-Tsunami
market sentiment, but we continued to record sales
throughout the year, and our ear|y decision not to
discount prices was vindicated by year end with most of
the Banyan Tree Pool Villas being sold. For 2006, we will
concentrate on Laguna Village, the new Banyan Tree
Double Pool Villas, and the Dusit Pool Villas. Despite the
excellent results in recent years,tbis sector is not without
its challenges, and we will stay very close to market forces

to ensure that we continue our |eadership position.
2. The Phuket Situation

Phuket suffered signiﬁcantly from a reduction in tourist
arrivals subsequent to the Tsunami although the second
half of 2005 has seen a gradual recovery. However it
needs to be emphasised that the island statistics have
little bearing upon the specialised market of Laguna
Phuket. The improvements at the airport and the
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infrastructure of the road networks in Phuket are nearing
completion, but as there are more and more cars on the
island, there is a|ready afurther need for upgrade in many
areas.

At the airport, the low cost airlines of Orient Thai, Air Asia,
Nok Air, and Tiger Air continue to operate a|though due
to the reduction in demand for Phuket as a destination
nearly all airlines reduced their schedule of flights. This is
gradua”y returning to normal and is expected to be back
in full swing by the second quarter of 2006. The airport
runway extension has not yet been started, but officials
confirm that it is budgeted for the near future.

Jung Ceylon (large shopping centre in Patong) which was
delayed in 2005, is once again under construction, and
the owners hope to open it during the first half of 2006.

The much vaunted convention centre continues to be

de|ayed and we still have no clear direction for that project.
3. Competition

There continues to be p|enty of deve|opment activity on
Phuket, with several new hotel projects being announced
during the year. Still not yet finalised, but under discus-
sion are a new Four Seasons Hotel on the East Coast near
to the Evason, and a possible Hyatt Hotel on Bangtao
Beach just North of the Banyan Tree Phuket. It is likely
that both of these developments will include property
sales.

In Property, we continue to see a large number of smaller
developments, the only single development of significant
size being Gulu Lalvani’s Royal Phuket Marina. This is
probably an effect of the legislation governing
Deve|opment Licences and Environmental Impact
Studies, the applications for which are far less onerous for
smaller developments. Thus Laguna Property continues
to occupy a niche, but we are aware that the market is
becoming more price-competitive and we will constantly
review our property prices. Blue Canyon is also |ike|y to
announce shortly that in partnership with Deutsche Bank,
they will be aggressively promoting property sales around
its Canyon Course.

4. Pricing Strategy

The Laguna Phuket hotels are working together better
than ever on price structuring. The discussions inevitab|y
follow the normal course of competitors, and we will
need to maintain vigilance as we go forward to ensure
maximum average room rates.
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5. Three Year Outlook

After the 1997 economic crisis we have weathered the
storms of the terrorist attacks on the USA and Bali, the
Iraq War, the SARS crisis and Bird Flu and we are now
largely recovered from the damage, both physical and
market-related, of the Tsunami which hit Phuket on 26"
December 2004. As we plan for the future, we hope for
the best, but must also p|an for the worst, since it is
reasonable to assume that there may be some more
crises ahead.

The business levels of the hotels are not yet back to those
experienced in 2004 and we expect to get back to these
levels in the second half of 2006 as the air access
improves. The business demand for Property Sales and
the Laguna Holiday Club is showing good signs at the
beginning of 2006 and appears to now be back at pre-
Tsunami levels.

For the hotels, we are seeing a gradual shift back to our
traditional European season from December to March.
During the ‘low’ season, the hotels remain busy, but at a
lower average rate. This is where the opportunity lies in
the coming years. As mentioned earlier, one of the hotels
has discovered a market in Korea which is not so rate
sensitive. Such markets will be pursued by a growing
supply in the Phuket market, but we are optimistic that
Laguna Phuket’s brand awareness in the market will keep
us ahead of the competition.

In Property Sales, this is a market which we view with
care, and we must be vigilant for signs that demand has
gone off the boil. For now, however, we can certainly
continue through 2006 at similar levels to 2004, despite
the Tsunami, and there is currently no reason to suppose
that there will be any downturn in the following year, and
we believe our prediction of a continuation of current
levels during the next three years is supportable.
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MRr. Ho Kwon PiNnG
01y 54 1

Age 54

!
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MR. SURAPON SUPRATYA
01y 54 1
Age 54
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uels novdo

MRr. Ho KwoncjaN
019 50 1

Age 50

ugIou ~ un

MR. JAMEs R. BATT
01y 54 1

Age 54

ueluiAa Teao
MR. MicHAEL R. AvLING
814 40 1

Age 40
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LAGUNA PHUKET MANAGEMENT TEAM AND EXECUTIVES as at 15t March 2006

1NoKti1DING18[UUD1 | FRONT ROW FROM LEFT TO RIGHT:

Ay wned 7 fyamsnll / Tsauswagi 3 edn
Stephen Magor, General Manager, Laguna Beach Resort

o a7 gaamaall 2 Tsausug e aagin 3 edn
Jan Verduyn, General Manager, Dusit Laguna Resort

Tuida loda / 509N33MIEIANT (a1 gifia) 7 13 a3 e woud Taiia S1da (wmau)
Michael R. Ayling, Deputy Managing Director (Laguna Phuket),
Laguna Resorts & Hotels Public Company Limited

wn “uun 7 nssumsEians (i giita) / 13EN a1 3 edn weud laifia 10w (uvan)
James R. Batt, Managing Director (Laguna Phuket), Laguna Resorts & Hotels Public Company Limited

A o 5

flon iriidinng 7 gEredennems /dedss wanuesdnsuazgusy Wius /

13 Mg 3 edn woud laia 910 ()

Niyom Tassaneetipagorn, Assistant Vice President - Corporate Affairs and Community Relations,
Laguna Resorts & Hotels Public Company Limited

g s mu / gamaialy / Tsasuwendu unsud agii gifia
Jan Kirstein, General Manager, Sheraton Grande Laguna Phuket

ifuls o/ deamamlisziiva 7 Tsausuiuduns gifia
Pancho Llamas, Area General Manager, Banyan Tree Phuket

1NoNduo1NG18IUU21 [ SECOND ROW FROM LEFT TO RIGHT:

5171 Sndias 7 gams urundszan s /2 uiEn o 3 edn weud Taifia S1da (wnam)
Suthasinee Rukmit, Community Relations Manager, Laguna Resorts & Hotels Public Company Limited

A s/ ddamaen] wwunninensuyed nguaiph giia /
W3 Mg 3 edn woud laia 910 ()
Sunisa Suthasiri, Group Director of Human Resources, Laguna Resorts & Hotels Public Company Limited

anwel 13ns 7 giamsuwunUfuiimg / Tudumi unaed gifia
Sirilak Naveekarn, Operations Manager, Banyan Tree Gallery Phuket

wnudu iaulusd / diamsen] wrunvive “misuming / uisn s unsud $iid
Tamsin Edenbrow, Director of Property Sales, Laguna Grande Limited

193N 1/ e mems uwunanne “siduming / uiihaigi unsud Sina
David Huang, Assistant Vice President, Property Deve|opment, Laguna Grande Limited

H20 5Rs / iedd s ununmaiuiasnsuims / 1ish g sodad adu ida
uazuNunNg “MisuMIng U3EN gt unsud 1@
Stuart D. Reading, Assistant Vice President, Finance & Administration,
Laguna Ho|iday Club Limited and Property Division, Laguna Grande Limited

wonda wiu i u / famanill 7 15 mgih sedad adu e
Gerard J.L.M. Van Paassen, General Manager, Laguna Holiday Club Limited

PR ¢ Y PRV . o a o . o w
N ey 7@ / {i0ns uwungni Wius waz i wnsna woud a3 7 UM Mg unsud S
Jutamas Yoosawat, Laguna Estate Service and Laguna Travel & Tours Manager, Laguna Grande Limited

woulnil Ta lo moa / geamaiall / 1350 agiwesd  ida
Anthony Loh Hai Thong, General Manager, Laguna Service Company Limited

& - . - s e PR
wavil lalefidy  / diansenl uwunmiaaaa / U5 a3 e woud Taia s1da (umwu)
Debbie Dionysius, Director of Destination Marketing, Laguna Resorts & Hotels Public Company Limited

W @ ngad 15y / gRansuwunty® 2 vEh a3 edm weud Tafia h1dh (uma)
Pussadee Jaturongsaroch, Accounting Manager, Laguna Resorts & Hotels Public Company Limited

¢ we

Tuds naednwel / fiamsenl wwunmalulad 13 wme, agu gifia /
W3 Mg 3 edn woud laia 10 ()
Wansiri Lolak, Information Techno|ogy Director, Laguna Phuket,

Laguna Resorts & Hotels Public Company Limited
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INCOME STRUCTURE AND FINANCIAL ANALYSIS

>Tasv $1vs18lA/INCOME STRUCTURE

2547 [ 2004

2548 [ 2005

vudu 13 Yiia Banyan Tree Phuket

Innuveanin-lagmay Available Rooms-average

oATIMIINND (%)
v o =]
Avfeanninumae (V)

Occupancy (%)
Average Rate (Baht)

7eldnneann Room Revenue
ﬁu"lﬁmna'm‘ﬁuﬁ:m‘i‘aqﬁu F&B Revenue
ﬁw"lﬂ"ﬁu Q Other Revenue
s1elasan Total Revenue

a v L B SN I T ) o o - s 4
WiEN aph g $ina dudwedlswsniudgy i gifia 3
. L a e 7w o an ey
VI i 3 o woud Tavia $1d0 () § uifhudwes
v oA o ar v o o oy
agfevaz 100 maanasedil 13z Wvemneldilledouiiiiou
weannifanaudny ndluwm ynsdude deiun 26 sunau
< = ' a . = v v
2547 &1 wwansznuludavdegsnamaviennoludiningifia
msuilulasin  ahovedd 2548 @ul/lumsiifuazaaiie:
ﬁ - o P a, . 4 4o —
uundunlddmiiowdulugenseilndivest 2549

a"a e 5 adn Dusit Laguna Resort

Tnnueann-lagmag Available Rooms-average

BANMIIND (%) Occupancy (%)

ffeninlasmay (um) Average Rate (Baht)

2548 [ 2005
nilio® :
BAHT 000’s

2548 [ 2005

2548 [ 2005

2547 [ 2004
wuuin nude : wuuin
BAHT oo0’s

The Banyan Tree Phuket hotel is owned by Laguna
Banyan Tree Limited in which Laguna Resorts & Hotels
Public Company Limited has a 100 percent ownership
interest. The significant decrease in revenue as compared
to last year was related to the Tsunami in the Indian
Ocean on 26" December 2004 which has had an adverse
affect on the tourism industry of Phuket in 2005. The
recovery in the last quarter of 2005 is well under way and
is expected to be complete by the second half of 2006.

2547 [ 2004

2547 [ 2004

nuog : wuuIn nuoe : uwuun

Room Revenue
F&B Revenue

ulddun Other Revenue

wldanniearin

v A4 4
i'lU‘lﬂiﬂﬂf)'m'ﬁllﬁ;‘:lﬂiﬂQﬂN

s1eld5 Total Revenue

a o 2. ] o v o o
9" a1h 3 edn msanasedndl 15z Ayvesngldiileiouiy
Hreu weannifanaudny“mndluwm ynsduds diedun 26
o <4 = . a & v
unan 2547 G awansznuluavsegsteanionludinia

A o o 4 .
oifia msttuilulasn - aiovedd 2548 (uhlumaifuazamai

A - o v oA a, . 4 o -
seilufunduinldfmiendnlusenialindvesd 2549
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The Dusit Laguna Resort is directly owned by Laguna
Resorts & Hotels Public Company Limited. The signifi-
cant decrease in revenue as compared to last year was
related to the Tsunami in the Indian Ocean on
26" December 2004 which has had an adverse affect on
the tourism industry of Phuket in 2005. The recovery in
the last quarter of 2005 is well under way and is expected
to be complete by the second half of 2006.
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INCOME STRUCTURE AND FINANCIAL ANALYSIS

»Iasv $1vs1elA/INcOME STRUCTURE

a

oA g
a1l YT 3 99N

2548 [ 2005 2547 [ 2004

Laguna Beach Resort

Tunuesin-lasmas

Available Rooms-average

oANMIIND (%)

Occupancy (%)

v o B
meainlaumae (vm)

Average Rate (Baht)

2547 [ 2004
nuoe : wuun Muoy : wuuIn

BAHT o00’s

2548 [ 2005

BAHT 000’s

uldnnieann

Room Revenue

vldnomsuaziniean

F&B Revenue

wal
seldauq

Other Revenue

EACLZERTY

Total Revenue

a ' v o o ' 4 .
i s v ad e Wudwedlsawsnapin §¥5 e d The Laguna Beach Resort is owned by Laguna Beach

Wi g 3 en weud Tarfia $1a (umww) i “a qumafly Club Limited in which Laguna Resorts & Hotels Public
wesludaniosas 50 Maanaseddl 13z Waesnuld e Company Limited has a 50 percent effective ownership
douduildeu  Huwanssnunnmudandudng il s interest. The significant decrease in revenue as compared
dwido iotuil 26 funau 2547 dugaiamavieaiioaludivia  to last year was due to the Tsunami in the Indian Ocean

P Y
piiadeduitudilann  aevesd 2548

159U UATUA
agi Qiiia

on 26" December 2004 from which the tourism industry
in Phuket only started to recover in the last quarter of 2005.

Sheraton Grande 2548 [ 2005 2547 [ 2004

Laguna Phuket

Sunuesnn-lasimag

Available Rooms-average

oANMIIND (%)

Occupancy (%)

v o o
Meaninlaumae (vm)

Average Rate (Baht)

2548 [ 2005

2547 [ 2004

nuoey : wuun % Viuo® : wuuan

Room Revenue
F&B Revenue

iwvlﬁﬁlu‘] Other Revenue

swldnnifearin

v 4 4
uldnnomsuaziniesnn

s1eld50 Total Revenue

1380 e unsud $100 Judveslsausuwendi unsud agih
g A4 2w o 2. g o o v -
Qe Fdgh a1 3 efn weud laiia Sia () i
fludves¥esaz 100 msanasedd 13z dvesnldileioy
ooy < a A o gm a =
Aufleu Wumansznuaninmsiandudny indluwm ynsdude
Lo 4 o 4 - .4 o o o
dioduil 26 Sumnan 2547 Fgsnamaioufinaluimiagiiai

P ) P
Suiludlulasnn  avhovestl 2548

BAHT oo0's

BAHT ooo's

The Sheraton Grande Laguna Phuket is owned by
Bangtao Grande Limited in which Laguna Resorts &
Hotels Public Company Limited has a 100 percent

ownership interest. The significant decrease in revenue as
compared to last year was due to the Tsunami in the
Indian Ocean on 26" December 2004 from which the
tourism industry in Phuket only started to recover in the
last quarter of 2005.
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INCOME STRUCTURE AND FINANCIAL ANALYSIS INCOME STRUCTURE AND FINANCIAL ANALYSIS
>Iasv $10s18lA/INCOME STRUCTURE » wanassAduviugsiolsousu/HoTeEL OPERATIONS
2548 [ 2005 2547 [ 2004
o o 2548 [ 2005 2. 2004 2546 [ 200
ug 13 ngamn Banyan Tree Bangkok . e o 548 [ 3088y 2547 /3088 2546/ 2088
- — 5 - onIMsliiesnn Occupancy
Tnuesnn-laumay Available Rooms-average e e
” - UUIU N3 YLAA Banyan Tree Phuket
DANMIIND (%) Occupancy (%) = L
o 3 f aanu T am Dusit Laguna Resort
Mfewinlasmay (L) Average Rate (Baht) P
/ U VY T 03N Laguna Beach Resort
2548 [ 2005 2547 [ 2004 - P o
mise : vuons s+ wu WaIAY UNTUA a1 i Sheraton Grande Laguna Phuket
BAHT 000's BAHT 000'S TugUNT ngamn Banyan Tree Bangkok
swldaniearin Room Revenue smeasuasMsIFieswnvalsansy Resort Average
seldnnemnsuazinsosin F&B Revenue
718'19'1'514“1 Other Revenue
s1eld5m Total Revenue
2548 [ 2005 2547 [ 2004 2546 [ 2003
ansunasmieInn (VIn) Average Rate (Baht)
e
i Tamarsh i Hadweslswunniudy w3 njamn 81 The Banyan Tree Bangkok is owned by Thai Wah Plaza Uugy W13 QinA Banyan Tree Phuket
- o R > = he A 1
1M g 3 o woud larfia $1da (uvan) 3 ufuidwes  Limited in which Laguna Resorts & Hotels Public A A aQns oan Dusit Laguna Resort
Jovaz 100 AwARDUINAN 2548 Company Limited has had a 100 percent ownership i 513 afn Laguna Beach Resort
interest since March 200s. WonAU unsud a1 Qifia Sheraton Grande Laguna Phuket
2548 [ 2005 2547 [ 2004 TUgUNT njamn Banyan Tree Bangkok
nuoy : WuuIn nuoy : Wuuan smensunasiifesinueslsansy Resort Average
BAHT o00’s BAHT 000’s
a1 gifia nedl Aau Laguna Phuket Golf Club
M Green Fees
oldnnfud Retail Revenue 2548 [ 2005 25472004 2546 [ 2003
: o - _ 4 .
olE Other Revenue swladednnuiesninlagmas(uin) Room Revenue per Available Room -
- Average (Baht)
B B B B——— 1 VUL NT DDA Ban an TTEE Phuket
IS I 2 . > Y
QA Qi3 ein Dusit Laguna Resort
13N g unsud $1n dudwesaigin giiia nedvl adu @ The Laguna Phuket Golf Club is owned by Laguna amh I3 o Laguna Beach Resort
. oA e i e A S . .
RELLUNULU LR ualuﬂ Tarfia $ia ) i il Grande lellte'd in which Laguna Resorts & Ho.tel_s Public WOAY UNTUR mf.]th Qlﬁﬁ Sheraton Grande Laguna Phuket
wWhvessesaz 100 Neldnanadluill 2548 mnwamsansiuay  Company Limited has a 100 percent ownershlp interest. P
e a i . 4. e . he d . . . Iy d VUTUNT NFNN Banyan Tree Bangkok
ilhidesAvosiamslsausulu mgin ifia @ amavilineldves  The decrease in revenue in 2005 was primarily due to TE — A
famsnean anas poor per‘formance of the hotel operations in Laguna Jelamasuodisansy Resort Average
Phuket which resulted in a decrease in revenue in the Golf
operation.
2548 [ 2005 2547 [ 2004 2546 [ 2003
swlasn (Wunm) Total Revenue (Baht 000’s)
g 13 ifia Banyan Tree Phuket
a e a3 o Dusit Laguna Resort
i1 dy 3 e Laguna Beach Resort
1WOTIAY uNTUA a1 gifia Sheraton Grande Laguna Phuket
TUGUNT ngamw Banyan Tree Bangkok
selasuveslsansy Resort Total
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EXPLANATION AND ANALYSIS BY MANAGEMENT

The net loss attributable to the shareholders of Baht 20
million for the year ended 31" December 2005 was Baht
905 million lower than the prior year. The reason for the
loss was |arge|y due to the perFormance of the 4 Laguna
Phuket hotels and the property sales division being
severely affected by the subsequent downturn of tourism
to Phuket following the Tsunami in the Indian Ocean
which hit Phuket on 26" December 2004.

This was only partially offset by the performance of the
Banyan Tree Bangkok and the rental of office space in
Thai Wah Tower | and Thai Wah Tower Il in Bangkok
which were purchased Fo”owing the acquisition of Thai
Wah Plaza Limited on 8" March 200s.

Other points of note are that:

« selling and administrative expenses increased by Baht
31 million primarily due to an increase in salary and
wages and legal costs. The increase in legal costs pri-
marily related to the acquisition of Thai Wah Plaza
Limited, the insurance claim for property damage and
business interruption from the Tsunami and land
related cases.

B foreign exchange loss of Baht 39 million which was
Baht 31 million higher than the prior year which was
due to the weakening of the Baht during 2005.

an increase of depreciation of Baht 100 million which

.

was a consequence of the depreciation of the assets
acquired of Banyan Tree Bangkok and Thai Wah Tower
| and Thai Wah Tower I1.

. an increase in interest costs of Baht 98 million which
was due to the loans taken out, and taken over, result-
ing from the acquisition of Thai Wah Plaza Limited,
loans taken out to fund the construction of additional
room inventory in Laguna Phuket and the construc-
tion of Banyan Tree Lijiang, and an increase in the
interest rate during the year.

+ taxation was Baht 110 million lower than the prior year
and this is due to the significantly reduced operating
profit in 2005.

+ Net earnings of minority interest in subsidiaries was
lower than the prior year due to the reduction in net
income during the year for the respective hotel and
gallery operations.
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« Food and Beverage revenues in Laguna Phuket
decreased by 34 percent in 2005 as compared to 2004
which was due to the lower occupancies experienced
by the hotels with the average check remaining at the

prior year level.
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Another significant area of revenue generation is Laguna
Property Sales, both in direct villas, condominium, and
house and land sales, and indirectly from the Laguna
Holiday Club, a professional and successful time share
operation. The Baht 269 million, or 32 percent lower
revenue from the Property Sales division was due to the
Phuket property market also suffering the impact of the
Tsunami. The 2005 revenue |arge|y comprised on the
completion of 24 Laguna Townhomes which were partially
complete at 31 December 2004, and the sale of 10
Banyan Tree two bedroom pool villas. Sixteen Laguna
Townhomes and two Laguna Residences were also sold in
2005 but construction of these commenced in the last
quarter and as a result contributed little to the 2005
revenue and profit performance.

The Laguna Hoiiday Club revenue was Baht 33 million, or
16 percent, lower than the prior year with the lower
pencormance being attributable to the signiﬁcantly
reduced number of potential customers in Laguna
Phuket and the negative perception of Phuket in the
Bangkok market {o”owing the Tsunami.
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AUDITORS’ REMUNERATION (for the fiscal year ended 31t December 2005)
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1. Audit fees

The Company and subsidiaries paid audit fees for the fiscal
year to an audit firm which amounted to Baht 3,629,000.
This amount does not include the audit fees paid by

associated companies.
2. Non-audit fees

The Company did not pay any non-audit fees for the
fiscal year to the audit firm which acted as the auditor of
the Company.

The subsidiaries paid fees for non-audit services for tax
advice to the audit firm for the fiscal year amounting to
Baht 231,800. This amount does not include non audit
fees paid by associated companies
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BoARD OF DIRECTORS’ RESPONSIBILITY
FOR THE COMPANY’s FINANCIAL STATEMENTS
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The Board of Directors is responsible for the Company’s
financial statements including the notes to the financial
statements.

In its review of the financial statements, the Board of
Directors has relied upon the reports and work performed
by the Company’s external auditors, Ernst & Young Office
Limited, and the Company’s Audit and Risk Committee
which has carried out extensive discussions with
management of the Company. The Board has also
satisfied itself that there is no material weaknesses in the
Company’s internal accounting controls, internal control
system and standard operating procedures.

The Board of Directors is therefore able to conclude that
the financial statements for the year ended 2005 have
been prudently prepared in accordance with generally
accepted accounting princip|es to give a correct and
complete presentation, in all material aspects, the

financial position of the Company and its subsidiaries.

Mr. Ho Kwon Ping
Chairman of the Board




