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We shall put our best efforts into
building commercial success with a
growing line up of premium lifestyle
brands of products, capitalising on
the high annual growth of luxury
products in PRC and Hong Kong.
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Richard Man Fai LEE  Z= 30§

Executive Chairman & CEO

Your Board of Directors is pleased to announce that a consolidated
profit of HK$7.1 million was recorded for the year ended
December 31, 2006. Turnover also increased by 12.8% to HKS$786.6
million. The growth in turnover represents the strength of our
core business; the decline in profit only reflects the various
non-recurring costs we had to bear in an important year of
restructuring. In fact, profit margins were maintained at a similar

level to last year.

No interim dividend was paid during the year (2005: nil) and the
Directors do not recommend a final dividend (2005: nil). These
decisions were based on our continuous building-up of resources

for strong business growth.

Cash flow remained healthy during the year and our long term
gearing ratio was kept to a relatively low level of 13.8% (2005:
16.1%). These were achieved even though the Group expanded in

turnover and acquired new businesses.
In the year, our real estate holdings increased in value; rental

income also increased substantially. We also disposed of a Chinese

subsidiary which resulted in a significant write-back of provisions.
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The Group also did a share exchange with a US company listed
on the Over-The-Counter Bulletin Board, which resulted in a
40% shareholding of the US company and the Group becoming
its largest shareholder. This company subsequently changed its
name to “China Premium Lifestyle Enterprise, Inc.”, to reflect
its commitment to build a platform for the fast-growing lifestyle
business in Hong Kong and the People’s Republic of China
(“PRC” (Note)) — luxury cars, motor yachts, prestigious branded
fashion and accessories. The Group also secured the exclusive
importership of Italian “Ferretti” motor yachts in Southern China,
of Taiwanese “Horizon” motor yachts in PRC, Hong Kong and
Macau, and of Italian “Alfa Romeo” cars in Hong Kong and Macau.
China Premium Lifestyle Enterprise, Inc. is also in progressive
discussion with premium Italian, French and American fashion
brands, either for joint-venture or exclusive distribution in PRC,
Hong Kong and parts of Asia.

In the year, I was also very honoured to have been bestowed
by the Italian Prime Minister, the Honorable Romano Prodi, as
Commander of the Order of the Star of Italian Solidarity. This was
in recognition of my contribution to promote Italian culture and
business in China and Hong Kong. I strongly believe this should
be an honour for the Group which has been conducting more and
more Italian business since 1993, including bringing in the first
“Ferrari” and “Maserati” luxury sports cars to PRC.

The motor car business of our Group achieved yet another
excellent year of sales and profit growth. This was a result of our
success in getting more allocation and the introduction of fabulous
new models. We are still building our order book of over two years
for “Ferrari” cars and we expect very strong growth in the future.
“Maserati” cars will also see strong growth with the introduction of
its new automatic sedans and new coupe.

The air-conditioning and electrical appliances business performed
satisfactorily in profit, despite high competition. The audio-visual
business was scaled back to avoid the deep price drop of LCD TV.
This business will be rebuilt to be high margin in a niche market
as we shall celebrate the 60th Anniversary of our own British
“Rogers” brand in 2007.

For 2007, the progress in rationalising the Group will continue.
This will put us into a very dynamic and competitive position.
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Our operations in Singapore and Malaysia achieved another year of

profit growth and we expect continuous success in these markets.

We have disposed of our 50% holding in Jinling Electrical Co.,
Ltd., which had been losing money for our Group for the last few
years. We are confident that this disposal to a good Italian washing
machine company, Candy Elettrodomestici S.r.1, will prove to be a

win-win transaction.

In the future, we shall put our best efforts into building commercial
success with a growing line up of premium lifestyle brands
of products, capitalising on the high annual growth of luxury
products in PRC and Hong Kong. Such business will provide
higher profit margins to our Group and enhance our shareholders’

value.

On behalf of the Board of Directors, I would like to express our
gratitude to Mr. Wing Sum LEE (“Mr. LEE”) for his exceptional
leadership and contributions to the Group for the past five decades.
Mr. LEE, who is the founder, the Honorary Chairman and the
Executive Director of the Company, has indicated his intention not
to offer himself for re-election as an executive director but to retain
the title of Honorary Chairman upon his retirement by rotation
from the Board of Directors at the annual general meeting of the
Company to be held on May 31, 2007. I would also like to thank
Mr. Sammy Chi Chung SUEN (“Mr. SUEN”) for his exceptional
devotion and contributions to the Company. Mr. SUEN, who has
been our Executive Director during the past 10 years, has also
indicated his intention to resign effective on April 19, 2007 as he
has reached retirement age. Finally, I would like to express my
utmost gratitude and sincere appreciation to our shareholders,
bankers and very loyal team of staff for their unfailing support and

contributions, in the past and in the future.

Richard Man Fai LEE

Executive Chairman

Hong Kong, March 30, 2007

Note: For the sole purpose of this Annual Report, PRC excludes Hong Kong and

Macau Special Administrative Regions.
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