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During the year 2006, the Group further strengthened its cement
manufacturing capability, with the completion of phase one
development of its Yingde plant and enhanced utilization of its

Fuzhou facilities.

Although the Group incurred a loss during the year under review,
due to substantial start up costs and depreciation charges of
Yingde plant during its initial operation, it has laid down a solid
operation platform to sustain the Group’s continuous expansion

and development.

Revenue for the year was HK$980.4 million, increased by 135%
from that of 2005, due to enlarged sales volume resulting from
higher capacity and utilization of facilities. With the stabilization
of cement price and improvement in efficiency of the Group’s
various facilities in China, the Group experienced a significant

enhancement in performance during the second half of the year.

The cement distribution market in Hong Kong is mature and has
been very stable. The Group’s cement and ready-mixed concrete
operations in Hong Kong continued to generate satisfactory

operating results, capitalizing on its strong customer base.
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Performance of the Group’s two slag-powder ventures differed
due to the varying characteristics of their respective geographical
markets. Our 60%-owned slag-powder grinding plant in Anhui
experienced a decline in profit, due to its reliance on external
supply of higher-cost slag and competitive pricing. While our
slag-powder joint venture in Guangxi reported an outstanding

performance, supported by higher cost-effectiveness.

After more than a year-and-a-half’s operation, the Group’s Fuzhou
plant began to run in and achieved higher cost-efficiency. We
are delighted to see the plant commencing generating profit

during the year.

Commencement of commercial production of the Group’s Yingde
plant in Guangdong during the year, it has significantly elevated
the Group’s overall output capacity. Completion of phase one of
the Yingde plant has lifted the Group’s cement and clinker

capacity by 4.5 million metric tonnes per annum.

Despite the heavy initial financial charges and start up costs,
operating performance of the Yingde facility was in line with the
Group’s expectation. Since the phase one of Yingde only began
its commercial production in the second half of the year, its

contribution has yet to be reflected in the Group’s results.

After book close, the Group disposed of 10,294,943 shares in
Fubon Financial Holdings Company Limited and 14,000,000
shares in Far EasTone Telecommunications Company Limited,
realizing a gain of approximately HK$1.5 million. The amount will

be booked in the 2007 consolidated income statement.
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