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MANAGEMENT DISCUSSION AND ANALYSIS
EEENBE DN

REVIEW OF RESULTS

For the year ended 31 December 2006, the Group’s revenue
(continuing and discontinued operations) amounted to
HK$717,711,000, an increase of HK$97,875,000 over last year.
Gross profit increased by HK$562,000 to HK$82,424,000 while
net profit attributable to equity holders increased by
HK$65,622,000 to HK$22,347,000.
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Property Development Business

Beijing Jing Guan Property Development Co. Ltd. (“Beijing
Jing Guan”), a wholly-owned subsidiary of the Group,
achieved satisfactory operating results. Two residential
blocks of Sunpalace Mercury Garden, with a total area of
46,772 sqg.m., were completed and sold, generating
revenue of HK$266,781,000 during the year. The structural
work of the office block, with a total area of 23,184 sg.m.,
has been commenced and were pre-sold at an average
selling price of RMB8,450 per sg.m. Such revenue will be
recognised in 2007.

Beijing Xin Yang Property Development Co. Ltd. (“Beijing
Xin Yang”), a 80% owned subsidiary of the Group, has
completed the resettlement work of the Guanggumen
redevelopment project, which has a total site area of 11.62
hectares, a construction area of 8.66 hectares and a gross
floor area of 545,400 sqg.m. Preparatory works for the
construction are in progress.

Watches and Timepieces Business

Revenue of EBOHR Luxuries International Company Limited
(“EBOHR”), a wholly-owned subsidiary of the Group,
increased by 6% to approximately HK$130,358,000 in 2006
over the previous year, contributing net profit of
approximately HK$18,765,000 to the Group. The growth
was mainly attributable to the innovative designs, emerging
brand recognition, and strong sales network and market
development. As at the end of December 2006, there were
25 sale offices in key cities, approximately 300 distribution
points and 300 authorized dealers all over the PRC. In
20086, institutional sales and exports accounted for 20%
and 3% of total sales respectively.
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REVIEW OF RESULTS (continued)
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Timber Business

Seti Timber Industry (Shenzhen) Company Limited (“Seti
Timber”), a wholly-owned subsidiary of the Group, remained
in tatters in 2006. Of all the negative factors contributing
to the unsatisfactory performance, the imbalance between
supply and demand of the products is crucial. Owing to
increase in business volume during the second half of 2006,
the performance in the second half showed slight
improvement. The management has implemented strategies
to realign product mix, increase production and sales of
profitable products, save costs, focus on profitable product
lines and streamline the operation in order to resume
profitability in 2007.

Enamelled Copper Wires Business

Fuzhou Dartong M&E Co. Ltd. (“Fuzhou Dartong”), a 49%
owned joint venture of the Group contributed revenue and
net profit after tax of approximately HK$196,414,000 and
HK$4,287,000 respectively in 2006. In the first half of 2006,
the annual full production capacity was 7,500 tons with an
additional production capacity of 2,500 tons being added
in the latter half. At the end of 2006, annual production
capacity of 10,000 tons was fully operational. The increased
production capacity led to corresponding increases in
revenue and net profit after tax in 2006. The annual
production capacity will be increased to 15,000 tons in
2007.

Jiangsu Dartong M&E Co. Ltd. (“Jiangsu Dartong”), a 25%
owned associated company of the Group recorded
contributions of approximately HK$5,028,000 in 2006.
Jiangsu Dartong increased production capacity to satisfy
market demand in 2006. As such, sales volume increased
from 13,000 tons in 2005 to 16,000 tons in 2006.
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REVIEW OF RESULTS (continued) HEEMDOE (F)
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(5) Property Investment
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The factory complex in Dongguan, the property on Yan He
South Road, Luohu District, Shenzhen and the office floor
and three shop units on Xianghua Road, Zhuhai, in
Guangdong Province of the PRC, owned by the Group
have been leased out, with stable rental returns to the
Group for the year under review.

In December 2006, the Group purchased an investment
property in Hong Kong for HK$98,640,000. Such
investment is expected to generate satisfactory returns to
the Group, given the robust luxury residential market
conditions in Hong Kong.

FINANCIAL POSITION

1)

Liquidity, Financial Resources and Capital
Structure

As at 31 December 2006, the Group had non-pledged
cash and bank balances of approximately HK$234,616,000
(31 December 2005: HK$370,909,000). Based on bank
loans of HK$501,701,000 (31 December 2005:
HK$413,462,000) and shareholders’ equity of
HK$537,935,000 (31 December 2005: HK$459,018,000),
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the Group’s gearing ratio (being loans divided by 537,935,000 L (ZEZETRAF+ A=
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As at 31 December 2006, the Group’s bank loans MERBEBEE (EXRKRBRREEZ) B93%

amounting to HK$116,353,000 (23% of all bank loans)
were repayable within one year.
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FINANCIAL POSITION (continued)
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Charge on Assets

Bank loans of HK$330,000,000 were granted to Beijing
Jing Guan, which is secured by the land use rights of the
East Part of E Area, Taiyanggong New District, Chao Yang
Qu, Beijing, the PRC. Bank loans of HK$27,000,000 and
other banking facilities of Seti Timber are secured by land
and buildings in Nanshan District, Shenzhen owned by the
Group in the PRC with net book values amounting to
approximately HK$128,233,000 as at 31 December 2006.

Capital Commitments

As at 31 December 2006, the Group had capital
commitments of approximately HK$198,383,000 mainly
relating to the construction costs payable in respect of the
Group’s property development projects in Beijing and the
proposed acquisition of 21% equity interests in Beijing
Haidian Science Park Development Co., Ltd., which will
be satisfied by funds generated from the sales of property
and the Group’s available cash.

Contingent Liabilities

The Company had no material contingent liabilities as at
the balance sheet date.

Bt RO (80

()

@)

(4)

EEEA

877 & 7 330,000,000 7T Jh A4 B 7
R UEEMRPRILRHABERABE
b E AR S ¥ EE S0 H) T A
IR - Fr 7 R ZEH27,000,00058 TTIR1TE
FoUAMRRINTEILERZZEZF+
ZA=+—HEEFE%128,233,000/%#
TCHY T RAEF R R

BEAEE

RZBEXF+_A=1t—H ~EEH
B AREYEL /198,383,000 7 FE W
R ARERPEIL RO EERR
B PR SRR B2 i W 4L U R
PR E RN BR A F21 %M A e -
PREAAERHLENEMENES
EAREEAHANRE M

HREE

BEHER

CARABAEBEBAHAAE

Annual Report 2006 —ZZXFF R

13



14

MANAGEMENT DISCUSSION AND ANALYSIS

EEREANWE DN

OUTLOOK

The growth of the PRC economy is expected to be buoyant in
the next few years, which will benefit our property, watches
and timepieces, enamelled copper wires and property
investment segments.

In the next few years, the 2008 Olympiad will favour the property
market in Beijing and the Group’s project in Guangqumen.

For the watches and timepieces business, the Group will devote
more efforts in expanding sales network and establishing
cooperation with famous international brands. Leveraging on
its market leading position and comprehensive sales network
and the awareness of the international brands, it will achieve
increasing revenue in the PRC. Besides, export sales are also
growing steadily.

Following the consolidation of the enamelled copper wires
industry, our peers with poor product quality and weak financial
strength have been gradually eliminated. Sales revenue and
market shares of Fuzhou Dartong and Jiangsu Dartong are
expected to increase due to advanced technology with
international standards, specialized products and strong financial
capability. China’s accession to WTO and the gradual shift of
global manufacturing base to the PRC will also contribute to
the growth of Fuzhou Dartong and Jiangsu Dartong. The Group
is actively seeking further growth of the enamelled copper wires
business by acquiring and teaming up with our peers. In 2007,
the Group will continue to engage in the existing five business
segments. Capitalising on the economic growth of PRC and
Hong Kong, the Group will actively expand all business
segments except timber segment. More efforts will be put in
the timber segment to stem the loss. Besides, the Group will
seek additional opportunities so as to diversify the Group’s
sources of revenue and generate satisfactory returns for
shareholders.
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EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2006, the Group had approximately 2,000
full-time staffs in Hong Kong and the PRC. Remuneration
packages offered to the employees are determined and reviewed
on the principles of fairness with reference to market condition
and individual performance. The Group also provides other
benefits to its employees, including year-end double pay,
medical insurance and retirement benefits, and incentive bonus
are offered with reference to the Group’s operating results and
employees’ individual performance. All employees of the Group
in Hong Kong have joined the provident fund scheme.

APPRECIATION

The Directors would like to take this opportunity to express our
gratitude to all shareholders, customers, bankers, professional
consultants, the management as a whole and all staff for their
dedication and contribution to the Group.

Shang Jianguang
Chief Executive Officer

Hong Kong, 25 April 2007
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