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Grand Lake City is a new town
development project with total GFA of
3 million sq.m. Phase 1 of 103,000
sq.m. will be completed at the end of
2007.
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China South City is the largest raw
material exchange market in China.
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During the year, turnover and segment profit from property
were HK$47,112,000 (2006: HK$37,312,000) and
HK$76,392,000 (2006: HK$20,803,000) respectively. Increase
in turnover was mainly due to increase in the sales of the
remaining residential properties in Shenzhen area while the
increase in segment profit was largely attributable from the
revaluation gain of investment properties held by the Group.

In February 2007, the Group has entered into an agreement
to acquired 55% interest of a property project, namely Grand
Lake City, in Yiyang City, Hunan Province. The transaction
was completed on 25 May 2007. The Group’s interest in this
project was increased to 75% by a further entering of an
agreement to acquire 20% interest in May 2007. The
transaction is expected to be completed in August 2007 (details
of the transactions were disclosed in the circular of the
Company dated 30 March 2007 and 18 May 2007). The project
has a total GFA of approximately 3 million sg.m. and
construction of the first phase of 103,000 sq.m. of residential
property has been started in January 2007 and is expected to
be completed by the end of 2007.

Occupancy and trading volume of China South Raw Material
City continued to grow during the year. In particular, we have
to build temporary shops to accommodate excess tenants for
the leather and textile market. As a result of the improvement
in occupancy rate and rental income, significant revaluation
gain was recorded in China South City Group which becomes
a major profit contributor to the Group. During the year, China
South City Group has also started construction of
120,000 sq.m. residential property as a complimentary service
to the tenants of the industrial market.

Rental income during the year was affected by the renovation
of Carrianna Friendship Square. Subsequent to the completion
of the renovation in early 2008, effective rental and occupancy
rate has improved satisfactorily.
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Prospects

Initial lanuch of the phase | of Grand Lake City residential
property in May 2007 received encouraging response. Out of
the total 54,000 sg.m. put to sale in the market, about 90%
or 50,000 sg.m. was sold in the first month. The rest of phase
I, about 49,000 sg.m. will be launched to the market in
September 2007. Phase | construction is expected to be
completed by the end of 2007 and property will be delivered
to customers in the first quarter of 2008. A commercial street
consist of approximately 40,000 sqg.m. has also started
construction in July 2007 and is expected to be completed in
early 2008 and launched for sales in 4th quarter of 2007.

The Group's 50% owned joint venture in Dongguang city has
its development plan of 350,000 sq.m. GFA of electronic
product distribution centre approved by the government. Land
title transfer process is expected to be completed in the coming
months and construction is expected to start in early 2008.

Subsequent to year end in June 2007, the Group together
with other investors, entered into agreement with Lianyungang,
a port city in north of Jiangsu Province to develop a market
for industrial materials and finished good products. The project
occupies a land of about 1,250,000 sg.m. with estimated plot
ratio of 1.5. Planning is underway and construction is expected
to start in early 2008. The Group owns 56% interest in the
project company.

Construction of phase Il of the leather and textile market of
China South City Shenzhen, consists of about 600,000 sg.m.,
has been started in July 2007 and is expected to be completed
in 2008. The 120,000 sq.m. of residential property will be
launched to the market later this year and is expected to be
completed by the end of 2007.
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Subsequent to year ended in May 2007, China South City
Group entered into an agreement with the capital city of Jiangxi
Province, Nanchang City, to develop a project similar to the
industrial material city in Shenzhen. The project comprises of
1,125,000 sg.m. GFA of material market, 750,000 sq.m. GFA
of warehouse and 1,875,000 sq.m. GFA of residential building.
Planning is underway and constructions are expected to start
in 2008.

Overall, Grand Lake City will be a major profit contributor in
the coming financial year while rental income from investment
property should be better than last year and China South City
Group will also continue to be a profit contributor to the
Group.

Together with the completion of China South City Phase Il
leather and textile market in 2008 and the construction of
Nanchang, Lianyungang and Donggaung projects, management
is optimistic about the future prospect of the Group’s property
development business.
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Hotel, restaurant and
food division recorded
strong growth in profit and

turnover for the year.
JBJE B R R ZE K
BRIF R B E R R
FlE £ o

Yiyang International Hotel is
currently under construction
and scheduled to start
operation in March 2008.
The five start hotel is located
in the city centre with two
main buildings and 350
guest rooms.
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HOTEL, RESTAURANT AND FOOD
Review

During the year, turnover and segment profit from hotel,
restaurant and food businesses were HK$348,105,000 (2006:
HK$286,574,000) and HK$47,308,000 (2006: HK$27,961,000)
respectively. Excellent increase in turnover by 21% and segment
profit by 69% was due to the opening of two new restaurants
in Futian area of Shenzhen and Wuhan during the year as
well as the rewarding performance of sales in mooncakes and
other Chinese traditional food. Carrianna Hotel in Foshan also
recorded satisfactory growth in profit during the year.

Prospects

With the largest population in the world and continuing
economic growth, PRC has a large consumer base which
provides ample growth opportunities for the food and beverage
industry. We will seize this golden opportunity to continuously
expand the segment operation. A new restaurant will be
opened in Wuhan in early August 2007. Taking into account
of the full-year operation of Futian restaurant, managememt
is confident that the segment will continuously deliver
promising results in the coming years.

In May 2007, the Group acquired a half-completed five-star
hotel in Yiyang City, Yiyang International Hotel. The hotel is
located in the city center with two main buildings and 350
hotel rooms. Currently, the hotel is under construction at the
moment and is expected to commence its operation in first
quarter of 2008.
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GARMENT
Review

During the year, turnover and segment loss from garment
business were HK$260,594,000 (2006: HK$270,946,000) and
HK$4,853,000 (2006: HK$7,059,000) respectively. Keen
competition leads to unprofitability of the segment and
continuous shrinking of the garment business.

Prospects

In view of the intense competition and thin profit margin
encountered by the garment business and the need of
continuous capital investment for improving the production
efficiency and increasing economies of scale, the management
has decided to minimize resources input in the garment
business and explored ways to cease its operations within the
coming financial year in a most cost effective manner.
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