W Burwill Holdings Limited

BUSINESS REVIEW AND OUTLOOK

The Group has achieved a steady growth in all lines of business
in 2006 with its turnover and profit for the year increased by
30% and 93% to HK$4.79 billion and HK$152 million
respectively, as compared with last year. Net assets of the
Group had increased by 15% as compared with last year.

Steel Trading and Warehousing and Distribution Business

During 2006, the Group's steel trading department strived to
maintain the strength of its import business in China and at
the same time, successfully expanded its export business of
various steel products to overseas markets. Total imports and
exports of the Group increased by 14% during the year with
the turnover amounting to HK$4.25 billion. Owing to the
deadlock in the international iron ore negotiation in the first
half of the year, the Group recorded a loss in the import and
warehousing of pellets and as such, the overall operating
profit of the Group’s steel trading business declined.

Steel production of the PRC accounts for more than one third
of the aggregate global output, yet its imbalanced product
mix continued. Such imbalance reflected, on the one hand,
in its reliance on the import of raw materials and high-end
products and, on the other hand, in the overproduction of
medium-end steel products. The demand for products such
as steel billet, steel plates and long steel sections from overseas
markets creates opportunities for exports and this trend for
the PRC exports is expected to be a prolonged one. During
the year under review, the Group, in response to the market
demand, was actively engaged in building overseas distribution
network and establishing long-term and steady supply
channels with large-to-medium steel manufacturers. The Group
not only had consolidated the traditional markets in the
neighbourhood, namely East Asia and South East Asia, but
had also expanded its sales business in markets such as the
European Union, Middle East and South America. The Group
has also successfully managed procurement of nickel ore, given
the market shortage, from overseas and launched sales in
large-scale in the PRC since the fourth quarter of the year.
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BUSINESS REVIEW AND OUTLOOK (continued)

Steel Trading and Warehousing and Distribution Business
(continued)

Looking forward into 2007, the global iron ore negotiation
has come to an end in early January with a moderate increase
in the price by 9.5% as compared the previous years, laying a
good foundation for the market. With the continued economic
growth in China, the European Union, Asia, Middle East,
coupled with the increasing number of infrastructure
establishments and the growing demand, it is expected that
the market will be in a steady upward trend. The Group will
adhere to its prudent yet progressive operation strategies by
further strengthening its procurement and marketing in the
PRC market and widening its coverage in the overseas markets
to achieve better performance. Meanwhile, in respect of rare
metal ore resources, the Group is actively in discussion with
several overseas ore companies with a view to consolidate
and further expand the related businesses in this sector.

Steel Manufacturing and Processing Business

During the year under review, the results of the two steel
plants of the Group in Dongguan, the PRC, have been
improved. However, due to fierce peer competition, rising
costs of raw materials and other costs and a narrowing profit
margin, the sales tonnage and the turnover had dropped by
5% and 16% respectively.

To reinforce our competitiveness and improve our operation
performance, the Group has implemented an array of
measures. These include integrating purchase channels and
endeavouring to procure most of the materials in the mainland
instead of procuring all of them overseas, except for necessary
materials, to zealously reduce raw material cost. The Group
has also reduced inventory to a reasonable level and
accelerated inventory cycle to lower inventory cost. To
strengthen high value-added steel coil processing business,
the steel coil centre was expanded during the year with its
production lines updated and replaced. The indirect
productions and labours in the two processing plants were
outsourced to minimise administrative expenses. Trial
settlement in Renminbi for local sales and processing business
was also launched during the year to raise production and
profit margin.
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BUSINESS REVIEW AND OUTLOOK (continued)
Steel Manufacturing and Processing Business (continued)

The Group entered into an agreement with Maanshan Iron &
Steel Company Limited at the end of 2006, pursuant to which
the registration of our the then wholly-owned steel coil
processing centre in Yangzhou, the PRC was changed to a
joint venture company, which has officially commenced its
processing and distribution business by the end of the year.

With the implementation of measures for reducing cost and
reinforcing its management in the two plants in Dongguan,
followed by the end of the interest rate cycle and the
completion of reconstruction of the Yangzhou plant, the Group
established a new operation structure which has begun to
generate good track record. We expect the market
competitiveness of our steel processing business will be
strengthened while production and total sales volume will
turn around, further improving our result.

Property Development and Investment

Yangzhou Times Square, the investment property of the Group
in the PRC, continued to maintain full occupancy under its
maturing operation and management. The rental income from
the investment property in 2006 rose by 18% as compared
with the previous year. The Group endeavors to carry out
discussion and business negotiation on the feasibility of
cooperation in developing new projects in the neighbourhood
to consolidate its leading position as a local renowned
shopping mall.

Given a rapidly growing local economy, the Group will
continue its investment strategy of long-term rental. The
property is expected to bring stable rental returns and asset
appreciation potential to the Group.

Associated Corporation

China LotSynergy Holdings Limited (Stock code: 8161), an
associated corporation of the Group, is principally engaged
in investment, project development, provision of technologies
and equipment, as well as consultancy services in public
welfare lottery business and related sectors. During the year
under review, the Company has made substantial progress in
its public welfare lottery related business in the PRC upon the
completion of its business transformation, with a turnover of
approximately HK$59,000,000 for the second half of the year.
The turnover of the fourth quarter has increased by 43% as
compared to the third quarter.

6 Annual Report 2006

Management Discussion and Analysis & % [& &7 & 82 2 4T

RBOERRE ()
AERERMIES (£)

B AEER ST AFEESH LIRS
BHERARER R BEAEEMMN T E
BNTRE2EMRMNTALIERNEESE
ERNEWEEFEAMEXNERT INIEKE
Ey )

BAEPEERE_HTIHEEEEK A
BIEERMERE BEAME LB T
i ARG TR Se e TER T 3 e &
BRBYCHERGREINEERRANE
AT AREOMHENTRBNTERF
REFER SENHEAERHL A UR
XERESE-—PHE-

EiEMZTMRE

AEERFERERZNGMNERESE
SEEHAKABERFEELE - —F
EREFREVERSRABREF LTH18% o
REBRZMEEREMANBOBY T LA
Wi REBEEREEFETERLRENH
HEAERBENAIITIHE R M EL#H-

B A TE M7 0 D AN SR B
R B R OB A R R - TR OR
B 8 5 AR R 7 R 10 TR 4 (B R L B 2
EREDE

BELH

NEEBE QR ELEREGRE QA (RHNK
$:8161) T BN B ARV ERMBRBITERN
HERBEEAZE UARRERMZE &H
HERBERRE DEBAN ZA R TKE
BAoRFEAS Y EREES T ERESES
R THEFAREERAESNOEET
BNFELEEWMARE=ZFE LFH43% °




W BEZBRERAA
I

Management Discussion and Analysis %

BUSINESS REVIEW AND OUTLOOK (continued)
Associated Corporation (continued)

The Group believes that the continuing development of
welfare lottery in China, and the progression of the relevant
projects of China LotSynergy Holdings Limited, will bring
satisfactory investment returns to the Group in the long run.

LIQUIDITY AND FINANCIAL RESOURCES

The Group's total equity increased to HK$1,004,219,000 at
31 December 2006 from HK$875,238,000 at 31 December
2005. The cash and bank balances of the Group were
HK$275,995,000 (2005: HK$205,309,000) and the net current
assets were HK$373,770,000 (2005: HK$603,711,000) at 31
December 2006.

The Group's current ratio, as a ratio of current assets to current
liabilities, and gearing ratio, as a ratio of total liabilities to
total assets, as at 31 December 2006 were 1.29 and 0.59
respectively (2005: 1.65 and 0.59 respectively). The decrease
in current ratio was primarily due to certain portions of the
syndicated loan granted in 2005 would become due in the
ensuring year.

As at 31 December 2006, the total bank borrowings was
HK$656,296,000 (2005: HK$772,352,000) and their maturity
profile was as follows:
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2006 2005
HK$ million HK$ million
BEEET BERET
Within one year —FR 536 498
In the second year F-F 107 121
In the third to fifth year E=ZFZERF 13 153
656 772

Most of the Group’s bank borrowings were denominated in REERTERETZENEZTLAEE S H
US Dollar and the remaining were denominated in Hong Kong ﬁ%l«(ﬁéﬂ:&/\ﬁ%% 5 #E B L - ?—zt’ﬁﬁ%
Dollar and Renminbi, bearing interest at the prevailing market SX-FHHRITERTEBEEANLERR -

rates. No material exchange risk is expected on the bank
borrowings and no financial instruments have been used for
hedging purposes during the year.
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CORPORATE GUARANTEES N E)EF
As at 31 December 2006, the Group had the following RZEERF+ZA=1+—B XxEEAHI
outstanding corporate guarantees: TRBOEEH R AER:
2006 2005
HK$'000 HK$'000
BETT BT T
Guarantee for general banking REE RRIRITRME
facilities granted to an associate TEH 2 IR 21,730 21,730
Guarantees given to banks for REEMEBREE
mortgage facilities granted to 1’188 W mERAT
the buyers of the Group’s EH 2 IR
properties 3,372 33,153
25,102 54,883

CONTINGENT LIABILITIES

As at 31 December 2006, the Group had contingent liabilities
relating to Mainland China land appreciation tax amounted
to approximately HK$26,960,000 (2005: HK$25,560,000).

CAPITAL COMMITMENTS

As at 31 December 2006, the Group had capital commitments
contracted but not provided for as follows:
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Capital contributions to JE BB & N R B R
an associate 22,620 —
Machinery 1 28 510 -
23,130 -
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CHARGE ON ASSETS

As at 31 December 2006, the following assets were pledged:
(i) certain leasehold land, land use rights and buildings with a
net book amount of approximately HK$118,734,000 (2005:
HK$121,666,000); (ii) certain motor vehicles and machinery
with a net book amount of approximately HK$10,052,000
(2005: HK$19,044,000); (iii) certain investment properties of
approximately HK$77,309,000 (2005: HK$32,766,000); (iv)
certain inventories of approximately HK$37,081,000 (2005:
HK$103,322,000); (v) certain properties held for sale of
approximately HK$24,691,000 (2005: HK$20,250,000); (vi)
certain financial assets at fair value through profit or loss of
equity securities listed in Hong Kong with market value of
approximately HK$9,184,000 (2005: HK$30,825,000); (vii)
bank deposits of approximately HK$839,000 (2005:
HK$1,431,000); and (viii) shares and equity interests in certain
subsidiaries.

STAFF

As at 31 December 2006, the Group employed 626 staff.
Staff remuneration packages are structured and reviewed by
reference to market terms and individual merits. The Group
also provides other staff benefits which include year end
double pay, contributory provident fund and medical
insurance. Share options and discretionary bonus may also be
granted to eligible staff based on individual and Group
performances. Training programmes for staff are provided as
and when required.
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