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On behalf of the Board of Directors (the “Directors”), | am pleased to present the annual report of Everbest
Energy Holdings Limited (the “Company”) and its subsidiaries (collectively referred to as the “Group”) for
the year ended 31 December 2006.

FINANCIAL RESULTS

On 24 October 2006, the Group has completed the acquisition of entire interest in Clear Interest Limited
("CIL"), details of the acquisition have been disclosed in the circular dated 28 August 2006. The wholly
owned subsidiary of CIL, Zhong Yue Energy Development (Shenzhen) Company Limited, which owns 90% of
interest of Jinfeng Industrial and Trading Company Limited (“Jinfeng”). The existing principal activities of
Jinfeng are the production and sale of coal in the People’s Republic of China (“PRC").

Since the acquisition, CIL and its subsidiaries (“CIL Group”) contributed approximately HK$102.6 million to
the Group’s turnover and approximately HK$27.5 million to the Group's profit for the year ended 31
December 2006. Net of operating loss from other operating Group companies, the total profit after tax from
continuing operations was amounted to approximately HK$9.5 million.

Had the combination taken place at 1 January 2006, the revenue of the Group for the year ended 31
December 2006 would have been approximately HK$324.5 million.

The Group recorded a net loss of approximately HK$79.1 million for the year ended 31 December 2006. This
was mainly due to the loss arisen from the discontinued operations, i.e. generation and sale of electricity,
which was amounted to approximately HK$88.6 million. The loss from discontinued operation was mainly
due to the loss on remeasurement to fair value less costs to sell, which was amounted to approximately
HK$111.0 million, as disclosed in note 10 to the Financial Statements. As disclosed in the announcement
dated 13 February 2007, the Directors had expected the Group would record an unaudited loss on disposal
of approximately HK$111.2 million.

DIVIDEND

The Directors do not recommend the payment of any dividend in respect of the year.

MANAGEMENT DISCUSSION AND ANALYSIS

As disclosed in the circular dated 28 August 2006 issued by the Company, the steady growth of the PRC’s
economy would increase the demand for coal of certain coal-consuming industries, such as power and
metallurgical industries. The Group intended to concentrate its business operations and development in the
field of coal mining and related businesses.
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Environmental protection was one of the important policies of the PRC government, and it is generally
perceived that coal-fired electricity power plants were a significant source of air pollution and wastage in the
PRC. As referred to in a notice issued by the State Council of the PRC in January 2007, in order to reduce
unit energy consumption per capita and to mitigate wastage output for the purpose of the 11th Five-Year
National Economic and Social Development Plan (BIR & EMHEBEE + — @R F R E) of the PRC from
2006 to 2010, certain small-scale coal-fired electricity power plants in the PRC would be required to be
gradually closed down during the 5-year period. The Directors considered that the aforesaid policy of the
PRC government, together with the increasing emphasis on environmental protection by the public and
private sectors in the PRC, would have material adverse impacts on the prospects of the Group’s power plant
business in the PRC, i.e. the principal business operated by Royce Group Limited (“RGL") and its subsidiaries
("RGL Group”).

However, the Directors noted that the financial and operating results of RGL Group had worsened since
2005. The Directors considered that the disposal of RGL Group would provide the Group an opportunity to
realise its investments in the business of power plant. In addition, the Group would not be required to
provide additional resources for the ongoing development of RGL Group after disposal, which resources
could be used for the coal-mining business of the Group. The principal business of the Group immediately
after the disposal would be production and sale of coal.

The Group has entered a disposal agreement with a third party on 8 February 2007 to dispose RGL Group.
Reference is made to the announcement of the Company dated 13 February 2007.

PROSPECT

The Directors were optimistic about its coal-mining business in the PRC given the increasing demand for
energy resources by the various sectors of the PRC. It was intended that the Group would continue to
identify suitable mining rights and mining assets for acquisition.

The future plan of the Group is to concentrate its business operations and development in the field of coal
mining and related businesses. Apart from the future business plan as discussed above, the Company will
continue to put efforts on the aspects of operational improvement and cost-effectiveness enhancement in
order to achieve higher returns to shareholders.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2006, the net asset value of the Group is approximately HK$292.6 million (31 December
2005: approximately HK$310.6 million) and the total cash and bank balance is approximately HK$30.7
million (31 December 2005: approximately HK$27.2 million).

As at 31 December 2006, bank loans of approximately HK$46.0 million were denominated in Renminbi
("RMB") and were unsecured, bear interest at fixed rates ranging from 6.12% to 12.83% per annum and
repayable within one year.
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The Group’s gearing ratio, as a ratio of long term liabilities to shareholders’ funds, was 98.6% as at 31
December 2006, showing an increase of 70.8% from 27.8% as at 31 December 2005.

The high gearing ratio was mainly attributable to the increase of long term liabilities as a result of convertibles
bonds and promissory notes were issued as part of consideration for acquisition of CIL during the year.
Reference is made to the circular dated 28 August 2006. In view of this high gearing and to maintain the
Group’s healthy net liquid cash position, the directors will continue to pay extra care in the cashflow
management and also strive to restructure the company’s borrowings in an appropriate manner.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (\265L)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


