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The aggregate market value of the voting stock held by non-affiliates of the Registrant (excludes shares of voting
stock held by directors, executive officers and beneficial owners of more than 10% of the Registrant’s voting stock;
however, this does not constitute an admission that any such holder is an "affiliate" for any purpose) based on the
closing price of the stock as traded on the American Stock Exchange on March 7, 2008 was $3,174,525. The number
of shares outstanding of the issuer’s common stock, $1 par value as of the latest practicable date: 1,023,955 shares of
common stock, $1 par value, as of March 7, 2008.
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Part I.

Cautionary Statement. This Annual Report contains certain statements relating to future results of the Company that
are considered "forward-looking statements" within the meaning of the Private Litigation Reform Act of 1995. Actual
results may differ materially from those expressed or implied as a result of certain risks and uncertainties, including,
but not limited to, changes in political and economic conditions; interest rate fluctuation; competitive pricing
pressures within the Company's market; equity and fixed income market fluctuation; technological change; changes in
law; changes in fiscal, monetary, regulatory and tax policies; monetary fluctuations as well as other risks and
uncertainties detailed elsewhere in this Annual Report or from time-to-time in the filings of the Company with the
Securities and Exchange Commission. Such forward-looking statements speak only as of the date on which such
statements are made, and the Company undertakes no obligation to update any forward-looking statement to reflect
events or circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated
events.

Item 1. Description of Business.

HMG/Courtland Properties, Inc. and subsidiaries (“HMG”, or the “Company”), was organized in 1972. HMG (excluding
its 95% owned subsidiary Courtland Investments, Inc. (‘CII”"), which files a separate tax return) qualifies for taxation as
areal estate investment trust ("REIT") under the U.S. Internal Revenue Code.

The Company’s business is the ownership and management of income-producing commercial properties and its
management considers other investments if such investments offer growth or profit potential.

The Company’s principal commercial properties consist of (1) a luxury resort with a 50-room hotel, restaurant/banquet
facilities, spa, marina and tennis courts (“Grove Isle”), (2) a 50% interest in a restaurant, marina and office/retail mall
facility (“Monty’s”) and (3) its 5,000 square foot corporate office building. All of these properties are located in the
Coconut Grove section of Miami, Florida. The Grove Isle resort is operated by Noble House Resorts, Inc. (“NHR”)
which is a national operator of hotels and resorts. The Monty’s facility is subject to a ground lease, as amended, with

the City of Miami, Florida which expires in 2035.

Over 70% of the Company’s rental and related revenue for each of the years ended December 31, 2007 and 2006 was
from the Company’s tenant at Grove Isle which operates substantially all aspects of that facility. The Company’s food
and beverage revenue for the years ended December 31, 2007 and 2006 was from the raw bar restaurant at

Monty’s. Over 70% marina and related revenues were generated from the Monty’s facility, with the other approximate
30% coming from the Grove Isle facility. The Company’s spa revenue is generated from its 50% owned spa located at
Grove Isle which commenced operations in the first quarter of 2005.

The Company also owns two properties held for development, consisting of a 70% interest in a 13,000 square foot
commercial building in Montpelier, Vermont, and approximately 50 acres of vacant land held for development in
Hopkinton, Rhode Island.
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The Company’s other investments consist of equity interests in various privately held entities, primarily limited
partnerships, whose purpose is to invest venture capital funds in growth-oriented enterprises which may include
investments in commercial real estate. Of the total amount committed in these other investments, approximately 30%
(based on carrying values) is in real estate related investments and the remaining investments are in varied private
entities which invest in diversified growth-oriented enterprises. Some of these investments give rise to exposure
resulting from the volatility in capital markets. The Company mitigates its risks by diversifying its investment
portfolio. Information with respect to the amounts and types of other investments including the nature of the declines
in value is set forth in Note 5 of the Notes to Consolidated Financial Statements.

The Company invests in income producing instruments, including equity and debt securities issued primarily by large
capital companies or government agencies with readily determinable fair values in varying industries, including real
estate investment trusts and mutual funds focusing in commercial real estate activities. Substantially all of the
Company’s marketable securities investments are in companies listed on major national stock markets, however the
overall investment portfolio and some of the Company’s investment strategies could be viewed as risky and the market
values of the portfolio may be subject to fluctuations. Consistent with the Company's overall investment objectives
and activities, management classifies all marketable securities as being held in a trading portfolio. Accordingly, all
unrealized gains and losses on the Company's investments in marketable securities are recorded in the consolidated
statements of comprehensive income. Marketable securities are stated at market value as determined by the most
recently traded price of each security at the balance sheet date. Information regarding the amounts and types of
investments in marketable securities is set forth in Note 4 of the Notes to Consolidated Financial Statements.

The Company acquires its real estate and other investments utilizing available cash, trading securities or borrowing
funds.

The Company may realize gains and losses in its overall investment portfolio from time to time to take advantage of
market conditions and/or manage the portfolio's resources and the Company's tax liability. The Company may utilize
margin for its marketable securities purchases through the use of standard margin agreements with national brokerage
firms. The use of available leverage is guided by the business judgment of management. The Company may also use
options and futures to hedge concentrated stock positions and index futures to hedge against market risk and enhance
the performance of the Company's portfolio while reducing the overall portfolio's risk and volatility.

Reference is made to Item 12. Certain Relationships and Related Transactions for discussion of the Company’s
organizational structure and related party transactions.

Investment in affiliate.

The Company’s investment in affiliate consists of a 49% equity interest in T.G. LF. Texas, Inc. (TGIF). T.G.LF.isa
Texas Corporation, which owns one net leased property in Louisiana and holds promissory notes receivable from its
shareholders, CII and Maurice Wiener, the Chairman
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of the Company. This investment’s carrying value as of December 31, 2007 and 2006 was approximately $3.1 and
$3.2 million and the Company has a note payable to TGIF of approximately $3.7 million which is due on demand.
Reference is made to Item 6. Liquidity,

Capital Expenditure Requirements and Capital Resources.

Insurance, Environmental Matters and Other.
In the opinion of management, all significant assets of the Company are adequately covered by insurance and the cost
and effects of complying with environmental laws do not have a material impact on the Company's operations.

The Company’s subsidiary which operates a restaurant is subject to various federal, state and local laws affecting its
business. In particular, this restaurant is subject to licensing and regulation by the alcoholic beverage control, health,
sanitation, safety and fire department agencies of Miami-Dade County, Florida. To the extent that the Company’s
restaurant sells alcoholic beverages it is subject to the State of Florida’s liquor liability statutes or “dram shop laws”
which allow a person injured by an “obviously intoxicated person” to bring a civil suit against the business (or social
host) who had served intoxicating liquors to an already “obviously intoxicated person”. Dram shop claims normally
involve traffic accidents and the Company would generally not learn of such claims until such claims are filed. At the
present time, there are no dram shop cases pending against the Company. The Company has in place insurance
coverage to protect it from losses, if any. The deductible amount on the restaurant’s general liability policy is $5,000
per claim.

Competition.

The Company competes for suitable opportunities for real estate investments with other real estate investment trusts,
foreign investors, pension funds, insurance companies and other investors. The Company also competes with other
real estate investors and borrowers for available sources of financing.

In addition, to the extent the Company leases properties it must compete for tenants with other lessors offering similar
facilities. Tenants are sought by providing modern, well-maintained facilities at competitive rentals. The Company
has attempted to facilitate successful leasing of its properties by investing in facilities that have been developed
according to the specifications of tenants and special local needs.

The food and beverage industry is highly competitive and is often affected by changes in taste and entertainment
trends among the public, by local, national and economic conditions affecting spending habits, and by population and
traffic patterns. The Company’s Monty’s restaurant is primarily outdoors and subject to climate and seasonal
conditions.

In conjunction with the purchase of Monty’s in August 2004 the Company obtained the right to certain trademarks and

service marks commonly known as “Monty Trainer’s”, “Monty’s Stone Crab”, “Monty’s Conch”, “Monty’s” and “Monty’s M:
together with certain other trademarks, trade secrets, unique features, concepts, designs, operating procedures, recipes

and materials used in connection with the operation of the restaurant. The Company regards its trademarks and other
proprietary rights as valuable assets which are essential to the related operations. The Company will vigorously

monitor and protect its trademarks against infringement and dilution where legally feasible and appropriate.
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Employees.

The Company’s officers and other corporate employees are not compensated for their services as such in accordance

with its Advisory Agreement (the “Agreement”) with the HMG Advisory Corp. (“the Adviser”), as described below under
“Terms of the Agreement”. Reference is also made to Item 12. Certain Relationships and Related Transactions. There is
one employee at a wholly-owned subsidiary of CII which performs services in real estate leasing for which the

Company receives commissions. The Company has no other employees except as described below relating to the
operation of the Monty’s restaurant.

Effective April 1, 2007 the Company’s 50% subsidiary Bayshore Rawbar, LLC (BSRB) assumed operations of the
Monty’s restaurant from the previous management company (RMI). Essentially all employees previously employed by
RMI on April 1st were hired by the Company. A review of all employee files was made to ensure that all employees
had the proper employment documentation. As of December 31, 2007 BSRB had approximately 96 full time hourly
employees and 2 salaried employees including the general manager. Reference is made to discussion of restaurant,
marina and mall in Item 2. Description of Property.

Our restaurant operation is subject to federal and state laws governing

such matters as wages, working conditions, citizenship requirements and overtime. Some states, including
Florida, have set minimum wage requirements higher than the federal level. Significant numbers of hourly personnel
at our restaurants are paid at rates related to the Florida minimum wage and, accordingly, increases in the
minimum wage will increase labor costs. We are also subject to the Americans With Disability Act of 1990

(ADA), which, among other things, may require certain renovations to our restaurants to meet

federally mandated requirements. The cost of any such renovations is not expected to materially affect us.

We are not aware of any statute, ordinance, rule or regulation under present consideration which would significantly
limit or restrict our business as now conducted. None of our employees are represented by collective bargaining
organizations. We consider our labor relations to be favorable.

Terms of the Agreement. Under the terms of the Agreement, the Adviser serves as the Company's investment adviser
and, under the supervision of the directors of the Company, administers the day-to-day operations of the

Company. All officers of the Company who are officers of the Adviser are compensated solely by the Adviser for
their services. The Agreement is renewable annually upon the approval of a majority of the directors of the Company
who are not affiliated with the Adviser and a majority of the Company's shareholders. The contract may be
terminated at any time on 120 days written notice by the Adviser or upon 60 days written notice by a majority of the
unaffiliated directors of the Company or the holders of a majority of the Company's outstanding shares.
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On August 16, 2007, the shareholders approved the renewal and amendment of the Advisory Agreement between the
Company and the Adviser for a term commencing January 1, 2008, and expiring December 31, 2008. The
amendment to the Advisory Agreement increased the Advisor’s regular compensation to $85,000 per month, or
$1,020,000 per year. This is an increase of $10,000 per month, or $120,000 per year from the 2007 compensation.

The Adviser is majority owned by Mr. Wiener with the remaining shares owned by certain officers, including Mr.
Rothstein. The officers and directors of the Adviser are as follows: Maurice Wiener, Chairman of the Board and
Chief Executive officer; Lawrence 1. Rothstein, President, Treasurer, Secretary and Director; and Carlos Camarotti,
Vice President - Finance and Assistant Secretary.

Advisory Fees. For the years ended December 31, 2007 and 2006, the Company and its subsidiaries incurred Adviser
fees of approximately $989,000 and $965,000, respectively, of which $900,000 represented regular compensation and
approximately $89,000 and $65,000 represented incentive compensation for 2007 and 2006, respectively. The Adviser
is also the manager for certain of the Company's affiliates and received management fees of approximately $41,000
and $33,000 in 2007 and 2006, respectively for such services. Included in fees for 2007 and 2006 was $25,000 of
management fees earned relating to management of the Monty’s restaurant operations.

Item 2. Description of Property.

Grove Isle Hotel, Club and Marina (“Grove Isle””) (Coconut Grove, Florida). The Company has owned Grove Isle since
1993 and has leased the property to a national operator of resorts since 1996. The Grove Isle resort includes a 50

room hotel, restaurant and banquet facilities, a first class spa, tennis courts and an 85-boat slip marina. It is located on

7 acres of a private island in Coconut Grove, Florida, known as "Grove Isle".

In November 1996 Grove Isle was leased to Westgroup Grove Isle Associates, Ltd., or “Westgroup”, an affiliate of
Noble House Resorts, Inc. (“NHR”) which is a national operator of hotels and resorts. Westgroup operates all aspects of
the facility, except for the marina which is operated by a subsidiary of the Company. The original terms of the lease
called for base rent of $918,400 plus participation rent consisting of a portion of Westgroup’s operating

surplus. Participation rent when and if due is payable at end of each lease year. There has been no participation rent
since the inception of the lease. A 1999 lease amendment increased base rent commencing January 1, 2002 in
accordance with changes in the Consumer Price Index (“CPI”). Base rent for 2007 was approximately $1,105,000,
increasing to $1,137,000 in 2008. Participation rent when and if earned will be reduced by the amount by which base
rent increases solely as a result of CPI increases for the lease year.

In September 2004 the Company entered into an agreement with Noble House Associates, LLC (“NHA”), an affiliate of
the Westgroup, for the purpose of developing and operating on the Grove Isle property, a commercial project

consisting of a first class spa, together with related improvements and amenities (the “Grove Isle Spa”). A subsidiary of
the Company, CII Spa,
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LLC (“CIISPA”) and NHA formed a Delaware limited liability company, Grove Spa, LLC (“GS”) which is owned 50%
by CIISPA and 50% by NHA. Grove Isle Spa was developed by GS at a cost of approximately $2.7 million. The
Grove Isle spa began operations in the first quarter of 2005. The spa, which operates under the name “Spa Terre at the
Grove”, offers a variety of body treatments, salon services, facial care and massage therapies.

In conjunction with the Grove Isle Spa development, the Company amended and restated its lease with Westgroup to
extend the term of the lease from December 31, 2006 to December 31, 2016, and includes two options to extend the
lease term each for an additional 20 years. Furthermore, the lease’s termination payment, as defined, was amended and
restated to mean 50% of the amount by which the value of the leased property on the date of termination, as amended,
exceeds $11,480,000, plus the value of NHA’s percentage ownership interest in GS.

Grove Isle is encumbered by a mortgage note payable with an outstanding balance of approximately $3.9 million and
$4.1 million as of December 31, 2007 and 2006, respectively. This loan calls for monthly principal payments of
$10,000 with all outstanding principal and interest due at maturity on September 29, 2010. Interest on outstanding
principal is due monthly at an annual rate of 2.5% plus the one-month LIBOR Rate. In December 2004, this loan was
modified to include an increase in the loan balance outstanding of $1 million. This additional borrowed amount (less
loan costs) was loaned to GS to partially fund the construction of the Spa Property.

In 1997 and in conjunction with the original lease, the Company advanced $500,000 to the principal owner of Noble
House Resorts, Inc. and received an unsecured promissory note bearing interest at 8% per annum with interest
payments due quarterly beginning on July 1, 1997 with all principal due at maturity on January 31, 2008, as amended
in 2007. All interest payments due have been received. On January 31, 2008 all outstanding principal and interest was
paid to the Company.

As of December 31, 2007, 6 of the 85 yacht slips at the facility are owned by the Company and the other 79 are owned
by unrelated individuals or their entities. The Company operates and maintains all aspects of the Grove Isle marina for
an annual management fee from the slip owners to cover operational expenses. In addition the Company rents the
unsold slips to boat owners on a short term basis.

Restaurant, marina and mall (“Monty’s”) (Coconut Grove, Florida).

In August 2004, the Company, through two 50%-owned entities, Bayshore Landing, LLC (“Landing”) and Bayshore
Rawbar, LLC (“Rawbar”), (collectively, “Bayshore”) purchased a restaurant, office/retail and marina property located in
Coconut Grove (Miami), Florida known as Monty’s. The other 50% owner of Bayshore is The Christoph Family Trust
(the “Trust” or “CFT”). Members of the Trust are experienced real estate and marina operators.

The Monty’s property consists of a two story building with approximately 40,000 rentable square feet and
approximately 3.7 acres of submerged land with a 132-boat slip marina. It includes a 16,000 square foot
indoor-outdoor raw bar restaurant known as Monty’s Raw Bar and 24,000
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square feet of office/retail space of which approximately 18,000 are presently leased to tenants operating boating and
marina related businesses. Monty’s Raw Bar has operated in the same location since 1967 and is an established
culinary landmark in South Florida. It is a casual restaurant and bar located next to the picturesque Monty’s marina.

Total cost of improvements to the Monty’s property since its acquisition in 2004 is approximately $5.6 million as of
December 31, 2007. There remains approximately 4,000 square feet of potential net leased retail space.

The Monty’s property is subject to a ground lease with the City of Miami, Florida expiring in 2035. Under the lease,
Landing pays percentage rent ranging from 5% to 15% of gross revenues from various components of the property.

The Monty’s property is encumbered by a loan mortgage payable to a bank with an outstanding principal balance of
$12.4 million as of December 31, 2007. This loan is part of a $13.275 million acquisition and construction loan
obtained in 2004 as part of the acquisition of the property. In 2005, the terms of the loan were modified to extend the
period of interest only payments through April 2006. This extension was granted to allow for the completion of all
construction at the property. Beginning in May 2006 and upon conversion to permanent terms, the loan is repayable
in equal monthly principal payments necessary to fully amortize the principal amount over the remaining twenty years
of the loan, plus accrued interest. In conjunction with this loan Bayshore entered into an interest rate swap agreement
to manage their exposure to interest rate fluctuation through the entire term of the mortgage. The effect of the swap
agreement is to provide a fixed interest rate of 7.57%.

Through March 31, 2007 the operations of the Monty’s restaurant were managed by RMI, Inc. (the “RMI”) whose
principal and related entities have managed the restaurant for the last 16 years. Effective April 1, 2007 the Company’s
50% owned subsidiary, Bayshore Rawbar, LLC (“BSRB”) took over the operations and hired a restaurant general
manager. Essentially all employees of RMI as of March 31, 2007 were hired by BSRB and there was no disruption in
operations. Under an amended management agreement BSRB retained RMI to perform accounting related
administrative functions only. Beginning January 1, 2008 and under the amended management agreement with RMI,
BSRB will pay RMI $9,500 per month for accounting and related service for one year ending December 31,
2008. The amended management agreement is renewable on annual basis. For each of the years ended December 31,
2007 and 2006, RMI received $300,000 of management fees.

In July 2004 the Company loaned $1 million to Monty’s Key West, LLC, an entity which operated a Monty’s restaurant
in Key West, Florida and was principally owned by an affiliate of RMI. The Company also owned a 10% equity
interest in this restaurant. In February 2007 the Key West restaurant was sold and the Company was repaid the $1
million loan plus accrued and unpaid interest of approximately $26,000. As a result of this sale the Company has
written off its equity investment and recognized (as originally reported) a loss of $500,000 as of December 31, 2006.

10
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As previously reported on Form 8-K dated February 12, 2008, and in response to a comment given to the Company by
the staff of the Securities and Exchange Commission (“SEC”) concerning certain disclosures in our Form 10-KSB for
the fiscal year ended December 31, 2006, the Company ‘s management has determined to revise the accounting for the
Company’s investment in its former restaurant in Key West, Florida, using the equity method in accordance with EITF
Topic D-46. A cumulative error of $117,000 is related to the Company’s investment from its inception of the
investment in 1999 through December 31, 2005. The error was the result of unavailable financial information and an
incorrect application of the equity method under the applicable EITF accounting standard. As a result of the error
described above, the Company has restated its consolidated financial statements for the year ended December 31,
2006, included herein.

The correction of the error has been reported as a cumulative effect adjustment in the amount of $117,000, as an
adjustment to the opening balance of retained earnings for 2006. Also, net loss for 2006 decreased by $117,000 as a
result of the restatement, and loss per share decreased by $.11 in 2006.

Land held for development (Vermont and Rhode Island).

The Company owns approximately 50 acres of vacant land held for development located in Hopkinton, Rhode
Island. There are no current plans for development of this land.

The Company also owns a 70% interest in a vacant building located in Montpelier, Vermont which is being held for
development. Current plans are in place for development of this land with improvements expected in 2008.

In August 2006 the Company sold its remaining 4 acres of undeveloped land in Houston, Texas for approximately
$922,000 and recognized a net gain on the sale of $257,000.

Executive offices (Coconut Grove, Florida). The principal executive offices of the Company and the Adviser are
located at 1870 South Bayshore Drive, Coconut Grove, Florida, 33133, in premises owned by the Company and
leased to the Adviser pursuant to a lease agreement dated December 1, 1999 (as renewed in 2004). The lease provides
for base rent of $48,000 per year payable in equal monthly installments during the five year term of the lease. The
Adpviser, as tenant, pays utilities, certain maintenance and security expenses relating to the leased premises. This
property was encumbered by a mortgage loan due to a bank of approximately $292,000 which was repaid in
September 2007.

The Company regularly evaluates potential real estate acquisitions for future investment or development and would
utilize funds currently available or from other resources to implement its strategy.

Item 3. Legal Proceedings
None.

11
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Item 4. Submission of Matters to a Vote of Security Holders.

At the Company’s annual meeting, held on August 16, 2007, the shareholders approved the renewal and amendment of
the Advisory Agreement between the Company and the Adviser for a term commencing January 1, 2008 and expiring
December 31, 2008 (Reference is made to Item 1. Business), and reelected the Company's Board of Directors by the
following votes:

Number of votes

For Against/Withheld

Directors:

Walter G. Arader 970,318 23,535

Harvey Comita 970,318 23,535

Lawrence Rothstein 975,618 18,235

Maurice Wiener 975,618 18,235

Clinton A. Stuntebeck 975,618 18,235
Renewal and Amendment of Advisory Agreement 639,130 86,898

The number of votes for the renewal and amendment of the Advisory Agreement represents a majority of the votes
cast at the meeting.

No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year ended December
31, 2007.

10
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Part II.
Item 5. Market Price for Common Equity and Related Stockholder Matters and Purchases of Equity Securities.

The high and low per share closing sales prices of the Company's stock on the American Stock Exchange (ticker
symbol: HMG) for each quarter during the past two years were as follows:

High Low
March 31, 2007 $13.94 $12.09
June 30, 2007 $13.11 $12.47

September 30, 2007  $13.20 $11.06
December 31, 2007 $12.40 $10.20

March 31, 2006 $10.80 $9.17
June 30, 2006 $10.15 $9.17
September 30, 2006  $12.59  $9.00
December 31, 2006 $14.20 $12.50

No dividends were declared or paid during 2007 and 2006. The Company's policy has been to pay dividends as are
necessary for it to qualify for taxation as a REIT under the Internal Revenue Code.
As of March 7, 2008, there were 430 holders of record of the Company's common stock.

The following table illustrates securities authorized for issuance under the Company’s equity compensation plan:
Number of securities

Number of securities remaining available for
to be issued upon ~ Weighted-average future issuance under
exercise of exercise price of  equity compensation
outstanding options outstanding options plans
Equity compensation plan
approved by shareholders 102,100 $8.83 16,000
Equity compensation plan
not approved by
shareholders -- -- --
Total 102,100 $8.83 16,000
11
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Item 6. Management's Discussion and Analysis or Plan of Operation.

Critical Accounting Policies and Estimates.

Securities and Exchange Commission Financial Reporting Release No. 60 requires all companies to include a
discussion of critical accounting policies and methods used in the preparation of the financial statements. Note 1 of
the consolidated financial statements, included elsewhere on this Annual Report of Form 10-KSB, includes a
summary of the significant accounting policies and methods used in the preparation of the Company’s consolidated
financial statements. The Company believes the following critical accounting policies affect the significant judgments
and estimates used in the preparation of the Company’s financial statements:

Marketable Securities. Consistent with the Company's overall investment objectives and activities, management has
classified its entire marketable securities portfolio as trading. As a result, all unrealized gains and losses on the
Company's investment portfolio are included in the Consolidated Statement of Comprehensive Income. Our
investments in trading equity and debt marketable securities are valued based on quoted market prices. Marketable
securities are subject to fluctuations in value in accordance with market conditions.

Other Investments. The Company’s other investments consist primarily of nominal equity interests in various
privately-held entities, including limited partnerships whose purpose is to invest venture capital funds in
growth-oriented enterprises. The Company does not have significant influence over any investee and the Company’s
investment represents less than 3% of the investee’s ownership. None of these investments meet the criteria of
accounting under the equity method and are carried at cost less distributions and other than temporary unrealized
losses. These investments do not have available quoted market prices, so we must rely on valuations and related
reports and information provided to us by those entities. These valuations are by their nature subject to estimates
which could change significantly from period to period. The Company regularly reviews the underlying assets in its
other investment portfolio for events, including but not limited to bankruptcies, closures and declines in estimated fair
value, that may indicate the investment has suffered an other-than-temporary decline in value. When a decline is
deemed other-than-temporary, we permanently reduce the cost basis component of the investments. As such, any
recoveries in the value of the investments will not be recognized until the investments are sold.

Our estimates of each of these items historically have been adequate. However, due to uncertainties inherent in the
estimation process, it is reasonably possible that the actual resolution of any of these items could vary significantly
from the estimate and, accordingly, there can be no assurance that the estimates may not materially change in the near
term.

Real Estate. Land, buildings and improvements, furniture, fixtures and equipment are recorded at cost. Tenant
improvements, which are included in buildings and improvements, are also stated at cost. Expenditures for ordinary
maintenance and repairs are expensed to operations as they are incurred. Renovations and/or replacements, which
improve or extend the life of the asset are capitalized and depreciated over their estimated useful lives.
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Depreciation is computed utilizing the straight-line method over the estimated useful lives of ten to forty years for
buildings and improvements and five to ten years for furniture, fixtures and equipment. Tenant improvements are
amortized on a straight-line basis over the term of the related leases.

The Company is required to make subjective assessments as to the useful lives of its properties for purposes of
determining the amount of depreciation to reflect on an annual basis with respect to those properties. These
assessments have a direct impact on the Company's net income. Should the Company lengthen the expected useful life
of a particular asset, it would be depreciated over more years, and result in less depreciation expense and higher
annual net income.

Assessment by the Company of certain other lease related costs must be made when the Company has a reason to
believe that the tenant will not be able to execute under the term of the lease as originally expected.

The Company periodically reviews the carrying value of certain of its properties and long-lived assets in relation to
historical results, current business conditions and trends to identify potential situations in which the carrying value of
assets may not be recoverable. If such reviews indicate that the carrying value of such assets may not be recoverable,
the Company would estimate the undiscounted sum of the expected future cash flows of such assets or analyze the fair
value of the asset, to determine if such sum or fair value is less than the carrying value of such assets to ascertain if a
permanent impairment exists. If a permanent impairment exists, the Company would determine the fair value by
using quoted market prices, if available, for such assets, or if quoted market prices are not available, the Company
would discount the expected future cash flows of such assets and would adjust the carrying value of the asset to fair
value. Judgments as to impairments and assumptions used in projecting future cash flow are inherently imprecise.

Results of Operations:
For the years ended December 31, 2007 and 2006 (as restated), the Company reported a net loss of approximately
$443,000 (or $.43 per share) and $544,000 (or $.53 per share), respectively.

Revenues:

Effective for the year ended December 31, 2007 the Company has reported net gain from investments in marketable
securities, net income from other investments and interest, dividends and other income as other income instead of
revenues as previously reported. The 2006 income statement has also been reclassified in the same manner.

Total revenues for the year ended December 31, 2007 as compared with that of 2006 increased by approximately
$282,000 (or 3%). This increase was due to increased real estate rentals and increase revenues from spa operations.

Real estate and related revenue:

Real estate rentals and related revenue increased by approximately $140,000 (or 10%) for the year ended December
31, 2007 as compared with 2006. This increase was the result of increased rental income from Grove Isle of
approximately $85,000 due to increases in base rent from inflation adjustment as provided in the lease and
approximately $54,000 in increase rental income from the Monty’s office/retail space. As of December 31, 2007
approximately 18,000 square feet of office/retail space is leased and expected to generate approximately $411,000
total rent and related revenue on annualized basis.
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Monty’s restaurant operations:

Summarized statement of income of the Monty’s restaurant operations for the years ended December 31, 2007 and
2006 is presented below (Note: the information below represents 100% of the restaurant operations while the
Company’s ownership percentage in these operations is 50%):

Year ended Year ended
Summarized statement of income of December 31, Percentage December 31, Percentage
Monty’s restaurant 2007 of sales 2006 of sales
Revenues:
Food and Beverage Sales $6,344,000 100% $6,369,000 100%
Expenses:
Cost of food and beverage sold 1,720,000 27.1% 1,810,000 28.4%
Labor, entertainment and related costs 1,451,000 22.9% 1,303,000 20.1%
Other food and beverage related costs 246,000 3.9% 249,000 3.9%
Other operating costs 555,000 8.7% 521,000 8.2%
Insurance 332,000 5.2% 276,000 4.3%
Management fees 325,000 5.1% 325,000 5.1%
Utilities 209,000 3.3% 212,000 3.3%
Rent (as allocated) 651,000 10.3% 655,000 10.3%
Total Expenses 5,489,000 86.5% 5,351,000 84.0%
Income before loss on disposal of assets,
depreciation and minority interest $855,000 13.5% $1,018,000 16.0%

The Monty’s restaurant is subject to seasonal fluctuations in sales. January through May sales typically account for
over 50% of annual sales.

Sales in 2007 were consistent with 2006.
Expenses were slightly higher in 2007 primarily due to increase labor costs due to the change in management of the

restaurant which resulted in the hiring of a general manager and more assistant managers. Also, insurance cost
increased approximately $56,000 over that of 2006 as a result of increased renewal premiums.
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Grove Isle and Monty’s marina operations:

The Grove Isle marina operates for the benefit of the slip owners and maintains all aspects of the marina in exchange
for an annual maintenance fee from the slip owners to cover operational expenses. As of December 31, 2007 and
2006, 79 of the 85 slips were owned by unrelated individuals or entities, the remaining 6 slips are owned by the
Company. The Company rents the unsold slips to boat owners on a short term basis.

The Monty’s marina consists of 132 boat slips of which approximately 30 slips are leased on a long term basis (more
than one year) to tenants of the upland property, and the others are available for rent to the public.

Total marina revenues increased by approximately $47,000 (or 3%) for the year ended December 31, 2007 as
compared with 2006 primarily as a result of increase dockage rates. The decrease in utilities expense was the result of
a new policy (since August 2006) which requires all marina tenants to reimburse the Company for electrical usage.

Summarized and combined statements of income from marina operations:

(The Company owns 50% of the Monty’s marina and 95% of the Grove Isle marina)

Grove Isle

Marina

Summarized statement of income of marina December

operations

Revenues:
Dockage fees and related income
Grove Isle marina slip owners dues
Total marina revenues

Expenses:
Labor and related costs
Insurance
Management fees
Utilities
Bay bottom lease
Repairs and maintenance
Other
Total Expenses

Income before interest, depreciation and
minority interest

15

31, 2007

$92,000 $1,244,000

383,000
475,000

232,000
68,000
36,000
24,000
37,000
86,000
29,000

512,000

($37,000)

Combined
Monty’s marina
Marina operations
Yearended Yearended Year ended
December December
31, 2007 31, 2007
$1,336,000
- 383,000
1,244,000 1,719,000
- 232,000
133,000 201,000
37,000 73,000
36,000 60,000
200,000 237,000
68,000 154,000
75,000 104,000
549,000 1,061,000
$695,000 $658,000

Combined
marina
operations
Year ended
December
31, 2006

$1,317,000
354,000
1,671,000

226,000
178,000
63,000
156,000
232,000
125,000
80,000
1,060,000

$611,000
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Grove Isle spa operations:

Spa revenues increased by $120,000 (or 19%), primarily in increased massage revenue. This was partially the result of
more exposure to guests of the Grove Isle resort which has increased promotions of hotel accommodations offering
spa packages.

Spa expenses increased by $167,000 (or 25%), primarily due to increased labor costs as a result of more full time staff
on hand to improve service consistency and better serve customers. Also, other operating costs increased as a result of
increased contract services and increased advertising and promotional expenses.

Below is a summarized income statement for these operations for the year ended December 31, 2007 and 2006. The
Company owns 50% of the Grove Isle Spa with the other 50% owned by an affiliate of the Noble House Resorts, the

tenant operator of the Grove Isle Resort.

For the year ~ For the year

ended ended
Grove Isle Spa December 31, December 31,
Summarized statement of income 2007 2006
Revenues:
Services provided $688,000 $568,000
Membership and other 53,000 53,000
Total spa revenues 741,000 621,000
Expenses:
Cost of sales (commissions and other) 188,000 192,000
Salaries, wages and related 296,000 180,000
Other operating costs 259,000 196,000
Management and administrative fees 45,000 34,000
Pre-opening and start up costs - 20,000
Other 44,000 43,000
Total Expenses 832,000 665,000
Loss before interest, depreciation,
minority interest and income taxes ($91,000) ($44,000)
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Expenses:

Total expenses for the year ended December 31, 2007 as compared to that of 2006 increased by approximately
$74,000 (or less than 1%). Food and beverage costs are solely from the Monty’s restaurant operations. Spa expenses
are solely from the Grove Isle spa operations. Marina expenses are from both the Monty’s and Grove Isle marinas.
Summarized income statements and discussion of significant changes in expenses for each of these operations are
presented above.

In 2006 upon substantial completion of renovations to the Monty’s property the Company recognized a non-recurring
loss of $624,000 on the abandonment of certain fixed assets which were replaced during construction.

Operating expenses of rental and other properties for the year ended December 31, 2007 increased by approximately
$119,000 (or 18%) as compared with that of 2006. This increase was primarily the result of increased insurance costs
of the Monty’s property of approximately $54,000 and increased repairs and maintenance of the bridge to Grove Isle of
approximately $70,000.

Depreciation and amortization expense increased by approximately $141,000 (or 12%) primarily due to the substantial
completion of improvements at the Monty’s rental spaces and increased purchases of fixed assets and improvements at
the Monty’s restaurant in 2007.

Interest expense decreased by approximately $77,000 (or 5%) for year ended December 31, 2007 as compared to
2006. This was due to decreased interest expense from margin borrowings relating to the marketable securities
portfolio of $50,000 and decreased interest paid on the Monty’s property loan as a result of principal reductions of
$23,000.

Professional fees increased by approximately $28,000 (or 9%) for the year ended December 31, 2007 as compared to
2006. This increase was primarily due to increased restaurant consulting and legal fees.

Other Income:
Net gain from investments in marketable securities:

Net gain from investments in marketable securities, including marketable securities distributed by partnerships in
which the Company owns minority positions, for the years ended December 31, 2007 and 2006, is as follows:

Description 2007 2006
Net realized gain from sales of
marketable securities $249,000 $223,000
Unrealized net (loss) gain in
marketable securities (135,000) 248,000
Total net gain from investments in
marketable securities $114,000 $471,000
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Net realized gain from sales of marketable securities consisted of approximately $516,000 of gains net of $267,000 of
losses for the year ended December 31, 2007. The comparable amounts in fiscal year 2006 were gains of
approximately $436,000 net of $213,000 of losses.

Approximately $140,000 and $64,000 of net realized gains in fiscal years 2007 and 2006, respectively, were
recognized from the sale of stock distributions from the Company’s investments in privately held partnerships included
in other investments.

Consistent with the Company’s overall current investment objectives and activities, the entire marketable securities
portfolio is classified as trading (versus available for sale, as defined by generally accepted accounting

principles). Unrealized gains or losses from marketable securities are recorded as other income in the consolidated
statements of comprehensive income.

Investment gains and losses on marketable securities may fluctuate significantly from period to period in the future
and could have a significant impact on the Company's net earnings. However, the amount of investment gains or
losses on marketable securities for any given period has no predictive value and variations in amount from period to
period have no practical analytical value.

Investments in marketable securities give rise to exposure result