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Pan Yu Factory
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In the beginning of 2006, our
American operation stated to
distribute the Gener8 brand of
leisure wear in many states in
the USA, including Eastern,
South Eastern, Central South
and Central West districts.
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Garment business passed through a volatile year of operation. Following the removal of
quota, USA garment import increased significantly in the first half year of 2005. As a result
of such abnormal increase, import in the second half year reduced significantly. Moreover,
import price offered by customer also reduced due to excessive supplies in the market.
Overall, our last year export business suffered from sales and operating profit reduction. In
domestic market, our South African business focused on higher end customer products in
order to maintain satisfactory gross margin. Sales to lower end customer was reduced due
to lower margin caused by cheaper import products. As a result, sales and operating profit
for South Africa also reduced from last year.

Facing fierce competition in garment export, the garment division went through some
medium term strategy change during the year. At the end of 2005, a decision was made to
cease operation in the Guatemala factories due to the year on year increase in production
cost. Machinery and other movable production facilities was shipped back to the China
factory where production cost is more competitive. By combining the production facilities,
unit cost will be reduced and our overall export margin should be improved. On the other
hand, our South African factory overhead will also be reduced to match with the smaller
production scale. In the beginning of 2006, our American operation started to distribute
the ‘Gener8’ brand of leisure wear in many states in the USA, including Eastern, South
Eastern, Central South and Central West districts. Depending on the result of 2006
distribution, the Group will plan for its future investment to support our own garment
brand distribution so as to reduce heavy reliance on private label business.
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Carrianna Hotel operating result
|l for the year was satisfactory

B SV EIET I 3

Wuban Carrianna Restaurant started operation in May 2006
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Carrianna Restaurant in Shanghai Howard Johnson Hotel
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After renovation, Hainan Carrianna Restaurant was re-opened in
May 2006
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Hotel, Restaurant and Food

Hotel Restaurant and Food businesses continued to grow. Revenue for the year was
HK$286,574,000, increased by 12% from last year (HK$256,017,000). Operating profit
was about the same as last year due to the closure of the Tsimshatsui restaurant at the end
of 2005 and relocation of the food factory in Shenzhen to expand production capacity.
Excluding these two non-recurring items, operating profit of the hotel, restaurant and food
division for the year was HK$32,754,000, increased by 25% from last year (HK$26,240,000).

During the year, in addition to the above two adjustments, a Carrianna Restaurant was
opened in Xian in August 2005, the Carrianna Restaurant in Hainan was closed for
renovation in February to April 2006 and was re-opened in May 2006. In addition, another
Carrianna Restaurant was opened in Wuhan in May 2006 and a third restaurant will be
opened in Shenzhen in the Futian area in August 2006. The prospect for the hotel, restaurant
and food division is promising and will continue the past few years trend of growth and
become a good profit contributor to the Group.
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FELEET™

The Group is planning to build extension to the Carrianna Friendship
Square in the coming year.
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"= Operating results of China South City
= was very successful and contributed

significant profit to the Group.
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Property and Logistic

Associated company, China South International Industrial Materials City (Shenzhen) Co.
Ltd., finished its first full year of operation with very successful results which contributed
significant profit to the Group. During the year, China South City achieved good growth in
shop rental and sales. Revaluation of its investment properties also contributed significantly
to its operating profit, reflecting the good earning potential of these properties.

For the Group’s wholly owned properties, rental rate and rent continued to be satisfactory.
For the coming year, the Group is planning to build more shopping space to let to tenants
such as restaurant and fast food operators in the Carrianna Friendship Square courtyard.
After government approval is granted, the extension is expected be competed by the end of
2006 and will contribute to the increase in rental income.

The Group’s investment properties are mainly located in the most developed cities in the
mainland. Following the continuous economic development in China, a steady increase in
property price and the gradual appreciation of the renminbi, the Group’s asset value as well
as rental income will be benefited with an optimistic outlook.
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