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Financial Highlights
MEHE

Turnover by Geographical Area

EEBEZHBEDM

s Mainland China
i

[ Hong Kong
b

I Other Asian Countries
H fth 25 M 3 (&

Turnover by Principal Activities
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January to June 2002

— & —
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F—RERA
53%

20%

27%

January to June 2001
—EFE-F-AER
46%
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I Trading of motor vehicles and spare parts
ABERTHES

Trading of heavy equipment
EREWME S

Property development and investment

MEBHRRERE

—

" General trading & services
—RE 5 KR®

]

Securities trading and broking
BHREAERKERS
Trading of foreign exchange
SMVEE E

[ Others
Hith

January to June 2002
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January to June 2001
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2002 Interim Report

The Board of Directors (the “Board”) of Lei Shing Hong Limited (the “Company”) is
pleased to announce the unaudited condensed consolidated results of the
Company and its subsidiaries (collectively the “Group”) for the six months ended
30 June 2002 together with the comparative figures as follows. These interim
financial statements have not been audited, but have been reviewed by the

Company’s audit committee.

BE-—_TZE-_FNNA=Z+HIENEA For the six months ended 30 June 2002
Notes
(A FHBETAENN) (In HK$ thousands) Kt et 2002 2001
EER Turnover 2 2,715,310 2,220,820
HEE M &RBEK KR Cost of sales and services (2,296,043) (1,851,962)
E F Gross profit 419,267 368,858
=R NS & Other revenue and gains 58,871 44,018
HE &Ko #HK AR Selling and distribution costs (72,638) (34,556)
THHRX Administrative expenses (147,006) (103,834)
EMgEfx Other operating expenses (126,165) (185,325)
BERR Profit from
operating activities 2,3 132,329 89,161
BB R Finance costs (38,970) (52,430)
JE 1 5 T R & 18 Share of profits less losses of:
HREAZEESEDME A jointly-controlled entity 40,263 -
G l/NES] Associates 35,742 102,806
R B Al iz Profit before tax 169,364 139,537
18 Tax 5 (51,347) (48,959)
Kt VBB REZAEFR Profit before
minority interests 118,017 90,578
LHR R EE Minority interests (26,204) (25,136)
% 3R PE 45 3% F Net profit from ordinary
activities attributable
to shareholders 91,813 65,442
EREF Earnings per share
—&ER — Basic 6 9.651ll cents 6.881ll cents
—#y — Diluted 6 9.191lli cents E A N/A
KRE Dividend 7 £ Nil £ Nil
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BHE-—ZEE-_FNNA=FHINMEA For the six months ended 30 June 2002
Investment
Ordinary Share property Warrant Exchange
share  premium Capital  revaluation  subscription Reserve  fluctuation Retained
capital account reserve reserve reserve funds reserve profits
28R RO KA RRWX EREE  BE  ME RE  Tod
(W TFETAEL) (In HKS thousands) R& HER i EfRF RBRE B¢ 2OEA A CH
W-ZE-F-F-H At 1 January 2002 951,165 2,459,512 12,743 2317 91,648 16,215 (318,930) 574,709 3,789,379
EREE Exchange adjustments - - - - - - 122,57 - 122,571
EEBERAZ—HEE  Shareof general reserve
of associates - - - - - 12 - _ 12
TEARES Exercise of warrants 4 9 - - 2) - _ - I
byl Profit for the period - - - - - - _ 91,813 91,813
R-BBE_EXA=1H At 30 June 2002 951,169 2,459,521 12,743 2317 91,646 16,327 (196,359) 666,522 4,003,886
RZZZ-F-f-H At 1 January 2001 951,165 2,459,512 12,743 2,317 - 11,533 (193,962) 437,493 3,680,801
ERAZ Exchange adjustments - - - - - - (133,282) - (133,282)
EARES Rights issue of warrants - - - - 91,648 - - - 91,648
byl Profit for the period - - - - - - - 65,442 65,442
RZEE-F7A=TH At 30 June 2001 951,165 2,459,512 12,743 2,317 91,648 11,533 (327,244) 502,935 3,704,609
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—EFE_FNHA=Z+H 30 June 2002
30 June 31 December
~AZTH +-A=+—H
2002 2001
Notes (Unaudited) (Audited)
(UFETBER) (In HK$ thousands) B (REEX) (E&#%)
FREBEE Non-current assets
TEE Fixed assets 674,446 639,943
BRENE Properties under development 1,724,984 1,708,551
BEME Investment properties 70,316 68,885
SRS Goodwill 563,055 520,178
REREEGECEZER Interest in a jointly-controlled entity 230,546 193,847
RBE LR ZER Interests in associates 1,497,275 1,421,943
BREE Intangible asset 2,400 2,550
RERE Long term investments 9,547 10,189
4,772,569 4,566,086
RBEE Current assets
BB E Short term investments 550,540 523,671
RE Inventories 8 614,516 445,644
& U BR 3K Trade receivables 9 317,281 312,459
JE W B Loans receivable 258,482 257,451
Ht Y8 Other receivables 150,006 101,677
ERERER Pledged time deposits 357,008 718,780
REFEPHEBZES Cash held on behalf of securities clients 7,237 2,908
BeRkReFEER Cash and cash equivalents 723,808 467,163
2,978,878 2,829,753
REBEE Current liabilities
ENERREE Trade and bills payables 10 188,618 284,842
JES B IR Tax payable 43,325 43,785
HEthENEBEERENER Other payables and accruals 397,460 212,847
MERTERREMEEER Interest-bearing bank borrowings and
other non interest-bearing borrowing 1,878,454 1,720,182
B Provisions 54,037 37,159
2,561,894 2,298,815
RBEERE Net current assets 416,984 530,938
BEERRDAER Total assets less current liabilities 5,189,553 5,097,024
krREBaE Non-current liabilities
it B RITER Interest-bearing bank borrowings 847,177 922,599
4,342,376 4,174,425
DEREESR Minority interests 338,490 356,511
4,003,886 3,817,914
AR GE Capital and reserves
BETRA Issued capital 1" 951,169 951,165
EL Reserves 3,052,717 2,838,214
BORERAKS Proposed final dividend - 28,535
4,003,886 3,817,914
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For the six months ended 30 June 2002

(U FETHAEN) (In HK$ thousands) 2002 2001
REEBREAZBRERAN/ Net cash inflow/(outflow) from
() F58 operating activities 482,244 (59,230)
BREEBZRERN/ Net cash inflow/(outflow) from
(i) F5 investing activities 256,889 (26,877)
MEETBHzZESL (RHE) Net cash (outflow)inflow from
A financing activities (456,694) 138,744
BeRESEEERZEM Increase in cash and cash equivalents 282,439 52,637
By RekFeEEER Cash and cash equivalents
at beginning of period 360,311 328,332
IEEREH FETE Effect of foreign
exchange rate changes, net (5,907) (7,734)
HAvHEeRAELESHEER Cash and cash equivalents
at end of period 636,843 373,235
BeRELEEER Analysis of balances of cash
B2 AN and cash equivalents
B& RIBITHE % Cash and bank balances 301,638 200,038
BEERTERER Unpledged time deposits 422,170 173,197
RITHEL Bank overdrafts (86,965) -
636,843 373,235
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2002 Interim Report

. Basis of Preparation and Accounting Policies

The unaudited condensed consolidated interim financial statements have been
prepared in accordance with Hong Kong Statement of Standard Accounting
Practice ("SSAP”) No. 25, “Interim Financial Reporting”, issued by the Hong
Kong Society of Accountants.

The accounting policies and basis of preparation used in the preparation of
these condensed interim financial statements are the same as those used in the
audited financial statements for the year ended 31 December 2001 except that
disclosed below.

The following recently issued and revised SSAPs are effective for the first time in
the preparation of the current period’s condensed consolidated financial
statements:

SSAP 1 (Revised):
Presentation of financial statements

e SSAP 11 (Revised):

Foreign currency translation

e SSAP 15 (Revised):
Cash flow statements

e SSAP 33:

Discontinuing operations

e SSAP 34:

Employee benefits
A summary of their major effects is as follows:

(@) SSAP 1 (Revised) prescribes the basis for the presentation of financial
statements and sets out guidelines for their structure and minimum
requirements for the content thereof. The main revision to this SSAP is to
change the requirements from presenting a statement of recognised gains
and losses to a statement of changes in equity. The condensed consolidated
statement of changes in equity for the current interim period and the
comparative figures have been presented in accordance with the revised
SSAP.
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1. REEERFEBR ()
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1. Basis of Preparation and Accounting Policies (continued)

(b) SSAP 11 (Revised) prescribes the basis for the translation of foreign currency

=

~

transactions and financial statements. The principal impact of this revised
SSAP on the condensed consolidated financial statements is that the profit
and loss accounts of foreign subsidiaries, jointly-controlled entity and
associates are translated at an average rate for the period on consolidation,
rather than translated at the applicable rates of exchange ruling at the
balance sheet date as was previously adopted. This revised SSAP is required
to be applied retrospectively. The Group has adopted the transitional
provision of this revised SSAP that where the calculation of a prior year
adjustment is impractical, these changes in policy are applied only to current
and future financial statements and the effect on the results of the current

period is not significant.

SSAP 15 (Revised) prescribes the provision of information about the
historical changes in cash and cash equivalents by means of a cash flow
statement which classifies cash flows during the period into operating,
investing and financing activities. The condensed consolidated cash flow
statement for the current interim period and the comparative figures have

been presented in accordance with the revised SSAP.

SSAP 33 prescribes the basis for reporting information about discontinuing/
discontinued operations. This SSAP has no impact on these condensed
consolidated financial statements.

SSAP 34 prescribes the accounting treatment and disclosures for employee
benefits. This SSAP has had no major impact on these condensed
consolidated financial statements.
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2. Segment Information
An analysis of the Group’s turnover and contribution to profit from operating

activities by principal activity and geographical area of operations for the six
months ended 30 June 2002 is as follows:

Contribution to profit

Turnover from operating activities
EXH HEERFAZER
HBE-_FT-_#/ A=+HI @A For the six months ended 30 June 2002
(UFETARER) (In HK$ thousands) 2002 2001 2002 2001
BREZEY - By principal activity:
RERTHES Trading of motor vehicles
and spare parts 1,454,171 1,225,547 84,543 104,084
ERRRES Trading of heavy equipment 754,771 413,638 39,170 23,475
NEBRERE Property development
and investment - 394 (55,962) (3,927)
—RESRRE General trading and services 1,527,340 821,512 23,213 31,071
BHEERLLERS Securities trading and broking 14,390 38,425 34,542 (95,376)
NEEREE Trading of foreign exchange 29,525 25,594 10,506 34,843
it Others 11,753 14,942 3,428 (5,001)
3,791,950 2,540,052 139,440 89,169
Rbigc Intersegment eliminations (1,076,640) (319,232) (7,111) (8)
2,715,310 2,220,820 132,329 89,161
REEME By geographical area
of operations:
REARLME People’s Republic of China:
a% Hong Kong 540,628 821,583 35,124 31,397
F Mainland China 1,432,314 1,022,245 (10,322) 78,717
A mMER Other Asian countries 742,368 376,992 107,527 (20,953)

2,715,310 2,220,820 132,329 89,161
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3. A . Profit from Operating Activities
REBLERFENRGEA) - The Group's profit from operating activities is arrived at after charging/
(crediting):
HE—_FTELE_FNA=+HIMEA For the six months ended 30 June 2002
(U FETLAHEMN) (In HK$ thousands) 2002 2001
e Depreciation 19,286 18,371
[EESE & Amortisation of goodwill 21,562 20,254
R 5K Amortisation of trading rights 150 150
REERES Provision for doubtful debts 4,353 173
BEAYENERBERMS Provision for foreseeable losses on
properties under development 52,721 -
HERETFEREB Provision for slow-moving inventories 217 27
HERKRESEH 2 AER Unrealised (gains)/losses on revaluation
(Wzs) /BB of short term investments (27,064) 127,728
EWEHFZBRBWA Dividend income from listed investments (950) (20,128)
e WA FE Rental income, net (6,346) (5,140)
M E WA Interest income (22,062) (25,294)
ETRBHFEEZF R Net gains on dealing in listed
investments (11,133) (14,912)
4. MBER . Finance Costs
B2 —_FTLE-_FNA=1+HINEA For the six months ended 30 June 2002
(U FETAREN) (In HK$ thousands) 2002 2001
BAROTFANBHHE Interest on borrowings wholly
ZERAE repayable within five years:
RITER Bank loans 22,776 28,258
EEEBEX Trust receipt loans 15,762 22,208
RITEX Bank overdrafts 3,657 1,964
42,195 52,430
o B E AR Less: Interest capitalised (3,225) -
38,970 52,430
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Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on

the estimated assessable profits arising in Hong Kong during the period. Taxes

on profits assessable elsewhere have been calculated at the rates of tax

prevailing in the countries in which the Group operates, based on existing

legislation, interpretations and practices in respect thereof.

For the six months ended 30 June 2002

(U FETHEMN) (In HK$ thousands) 2002 2001
PN S Group:
A Hong Kong 406 5,622
H b 3 (= Elsewhere 34,481 18,419
NAEFEZBERE Over provision in prior years - (53)
34,887 23,988
FE b Bk & R B RLIA Share of tax attributable to associates:
BB Hong Kong 65 66
H i & Elsewhere 6,715 24,905
6,780 24,971
FEHEREESEECEBIE Share of tax attributable to
a jointly-controlled entity:
H b b & Elsewhere 9,680 -
HAR B IE 2 Tax charge for the period 51,347 48,959

M
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6. Earnings Per Share

ended 30 June 2002 are based on the following data:

The calculations of basic and diluted earnings per share for the six months

BATERETE
BE—_ZTT_FNA=1THIFNEA For the six months ended 30 June 2002
(A FETAENN) (In HK$ thousands) 2002 2001
B F Earnings
REFESRERARESTAT Net profit attributable to shareholders
2 7N B R R JE (R 8 T for the period for the purpose
of basic and diluted earnings
per share calculations
91,813 65,442
NA=1H 30 June
(R728H) (Number of shares) 2002 2001
iz Shares
REFESREERREN 2 AH Weighted average number of
ERTEBERMNETFHRE ordinary shares in issue during
the period used in basic earnings
per share calculation 951,168,546 951,165,000
TBRIMETSRE Weighted average number of
ordinary shares:
REHNERKBREITIMA Assumed issued at no
R ITE 8RR AE 7% consideration on deemed
exercise of all warrants
outstanding during the period 48,075,479 -
REFEERESRZND Weighted average number of
I3 AR 0 RE 15 R ordinary shares used in diluted
earnings per share calculation 999,244,025 N/A
HE-_ZTEEZ—FA=+HILH The diluted earnings per share for the period ended 30 June 2001 had not

FA - ARAREHKRITEZB

P 1 I 7%

PREETEESNER
oz FAMHER
SEREEATN -

B bt I 428 51

ordinary shares for the period.

been calculated as the exercise prices of the Company’s outstanding share
options and warrants were higher than the average market price of the
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7. Dividend

2002 Interim Report

At a meeting of the Board of Directors held on 18 September 2002, the

directors do not recommend the payment of an interim dividend for the six

months ended 30 June 2002 (2001: Nil).

AEEGETARBOEP=ZTER
THEEH MERTRNER
R N EFPEGETATE
—BAEtREEH - AEEERE
EEEREZEBUERER  BR
EEZES  SEERAEEHR
ABHEIRN ZBRIE - B RBUE(E
EE kR -

. FE 8. Inventories

30 June 31 December
ANB=+AH +=-—A=+—H”
(A FETAEN) (In HK$ thousands) 2002 2001
REBERTH Motor vehicles and spare parts 582,990 410,068
W RE T Machinery and spare parts 31,526 35,576
614,516 445,644

. EWERR 9. Trade Receivables

The Group has granted credit to substantially all its debtors ranging from 30-60

days. Due to certain trade patterns, a minority of debtors have been given a

credit period of 90-150 days. The Group seeks to maintain strict control over its

outstanding receivables and has credit control to minimise credit risk. Overdue

balances are reviewed regularly by senior management.

13
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P& Wy Bk K (4R

RIBFHMRE 2 YRR

B RERBERBZD 7FEZZD—F=

Trade Receivables (continued)

The aged analysis of trade receivables, based on payment due date, net of

provision for doubtful debts, was as follows:

30 June 31 December
AB=+H +=-—RA=+—H”
(A FETAENN) (In HK$ thousands) 2002 2001
B Hf Current 178,395 187,683
TE={EA 0 - 3 months 95,948 100,997
M= EA 4 - 6 months 28,061 16,501
+tZ2+={@A 7 = 12 months 6,267 5,289
o —F Over 1 year 8,610 1,989
317,281 312,459

ENERRRERE 10. Trade and Bills Payables

RBFHMNRE 2 EBAEX

The aged analysis of trade and bills payables, based on payment due date, was

BZERESTWOT - as follows:
30 June 31 December
ANB=+AH +=ZA=+—H
(A FETLAENN) (In HK$ thousands) 2002 2001
B A8 Current 165,266 284,842
TZ2={8A 0 - 3 months 21,265 -
mE N E A 4 — 6 months 2,054 -
+tZ2+ @A 7 — 12 months 9 -
B — Over 1 year 24 -
188,618 284,842
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MNBBTRAX 11.1ssued Capital
30 June 31 December
AA=+H +=—A=+—H
(X FETHEN) (In HK$ thousands) 2002 2001
EERA Authorised:
2,000,000,000% & % 2,000,000,000 ordinary shares
EEIETERRK of HK$1 each 2,000,000 2,000,000
EBRTRBERD : Issued and fully paid:
951,168,826% 951,168,826
—ZEZFT—F : 951,165,0008%) (2001: 951,165,000)
FEREmEIETEBER ordinary shares of HK$1 each 951,169 951,165

HAARRBDBITRAZE M
EWT

A summary of the movements in the issued share capital of the Company

during the period is as follows:

Number of Issued and

shares in issue fully paid

21T BEITR

k% &E o E R 5

HK$'000

FET

R-ZZEE-_F—F—H At 1 January 2002 951,165,000 951,165

TERBEEMEIT KD Shares issued on exercise of warrants 3,826 4

R-ZBEEBE-FXA=+H At 30 June 2002 951,168,826 951,169
NR.FAREE 12. Contingent Liabilities

RZTEZEZFRA=1+H &%
B EERECUMRERREL
RITERUREIN R Z2ERA
BESANAEIE2TSEE ST (=
TE—F+_A=+—H : 1182
TF4EEET) RIBBEARL(ZE
T—F+=-ZA=+—H 1748
BEL) -

At 30 June 2002, the Group had contingent liabilities in respect of bills

discounted with recourse and bank guarantees given in lieu of deposit
payments, amounting to HK$125 million (31 December 2001: HK$124 million)
and HK$9 million (31 December 2001: HK$14 million), respectively.

15
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13.EREE 13.Pledge of Assets

RZTFEZEZFXA=+H &% At 30 June 2002, the Group’s short term bank loans amounting to HK$232
B2RHRITERA2EIT2ES million (31 December 2001: HK$561 million) were secured by fixed charges on
BL(ZEE—F+ZA=1+—8": foreign currency bank deposits of HK$328 million (31 December 2001: HK$693
SE6T1BEAIT) - AIRITHNE million). In addition, time deposits of approximately HK$29 million (31
FH3E2FsaEBAT(ZET — December 2001: HK$26 million) were pledged to secure banking facilities
F+-_HA=+—H ' 6E9TF3EE granted to independent third parties. A piece of land of HK$11 million held by
BIT) VEREHR o 1A - H92F9F the Group was pledged to secure a bank borrowing of HK$7 million (31
g5t (22 —F+=A=+— December 2001: Nil).

B:2Tea&sET) WMEMENE
R VERRBEBULE=F 2T
AEAERE - ARERKAE—REE
BE1T1E8ET2LHE BIFR
REBTAEEEL(ZEZT -5+
“A=+—H:®\) ZRTEK -

14, & 14. Commitments
(a) B A& (a) Capital commitments
RZZEE-_FA=+H ' K At 30 June 2002, the Group had capital commitments, which had been
SEEAEHIEATIEESTT contracted for but not been provided for in the financial statements,
—EE—F+-_A=+—8": amounting to HK$747 million (31 December 2001: HK$746 million).

7BATeEEE L) ERTHER
AR B REAFLBERZE

IAEHE o
(b) H it & & (b) Other commitments
30 June 31 December
~NA=1+AH +=-A=+—H
(X FETLAEEMN) (In HK$ thousands) 2002 2001

REINEA D Foreign exchange forward contracts 526,222 485,770
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15. Operating Lease Arrangements

(@) As lessor

2002 Interim Report

The Group leases its investment properties under operating lease

arrangements, with leases negotiated for terms ranging from 1 to 5 years.

The terms of the leases generally also require the tenants to pay security

deposits and provide for periodic rent adjustments according to the then

prevailing market conditions.

At the balance sheet date, the Group had total future minimum lease

receivables under non-cancellable operating leases with its tenants falling

due as follows:

30 June 31 December

~NA=TH +-_A=+—H

(A FETLAHENMN) (In HK$ thousands) 2002 2001
—F R Within one year 6,757 7,870
E_EZERAF(REEBEMRE) In the second to fifth years, inclusive 9,111 4,808
15,868 12,678

(b) 1EB&AM A A]

REBEBDPRENER AL
EHMOER BOHPR—Z=D0
o

REEHR  RETATHEZ K
BHA > AEBRRKDAN

S,

(b) As lessee

The Group leases certain of its office properties under operating lease

arrangements. Leases for properties are negotiated for terms ranging from

110 5 years.

At the balance sheet date, the Group had total future minimum payments

under non-cancellable operating leases falling due as follows:

ZHEeHOT
30 June 31 December
~NA=+H +=ZA=+—8
(A FETAEENN) (In HK$ thousands) 2002 2001
—F R Within one year 10,373 12,215
FE_EFRF (RREREWSE) In the second to fifth years, inclusive 3,458 4,923
13,831 17,138

17
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16.BEALRS

2Py 7K 4 (B BA TS BRIB AL 2
%5

BE—ZTE_FHA=+HINEA
(UK TFRETHER)

16. Related Party Transactions

During the period, the Group had the following transactions with related

parties:

For the six months ended 30 June 2002
(In HK$ thousands) 2002 2001

B WA

AEE-—HRHSBREZEE
MEBLRA B—REFZEER
- REERT UESZMHE
AL - RZFZ_FXA=+H"
REALHRAEE2TSHEE R
T(ZEE-—F+-_A=1+—8":
2T5EEET) °

Interest income 601 964

A wholly owned subsidiary of the Group which is involved in financial services
business provided advances to related parties of a director of the Company in
the ordinary and normal course of business of that subsidiary on commercial
terms. At 30 June 2002, the amounts due from related parties amounted to
HK$25 million (31 December 2001: HK$25 million).
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2002 Interim Report

Turnover of Automobile Division increased by 19% compared with the corresponding
period last year. In China, despite the strong economic growth and the promising
results during the first quarter, sales of vehicles were down. Our business was
affected firstly by import permits, which were less readily available compared to the
same period last year; secondly, sales were further dampened by the temporary
ban on imports of the Mercedes-Benz MB100 and MB140 vans due to suspected
mechanical flaws. This temporary ban is expected to be lifted in this quarter, after
which we expect sales of the MB100 and MB140 vans to steadily increase. To a
lesser extent, sales were also affected by the Euro’s stronger performance against
the US Dollar. Parts sales and workshop performance continue to improve over the
last year, as a result of both the overall growing Mercedes-Benz car population and
the higher throughput of vehicles in our workshops. Competition in parts sales
comes from OEM suppliers and grey market importers. However, we are confident
that our highly-skilled staff are able to provide the level of efficiency and service
expected by our discerning customers. Sales of vehicles are expected to remain
steady in the second half of this year.

In contrast, our business in Korea has performed well. Korea’s economy has
continued to be buoyant, registering 6.2% growth in the first half of 2002 and
performing in the region second only to China. Our sales results were better than
expected, a reflection of growing consumer confidence in Korea and the impact of
the marketing and promotional activities. We expect the market to continue to be

positive in the second half of the year.

2002 has generally been viewed as a year of economic recovery for Taiwan. After
last year's downturn, the nation is expected to achieve economic growth of 2.5%
this year. With Taiwan’s entry into WTO, the import market is expected to grow at
the expense of the overall total market. Our results were on target across all
operations and we expect a repeat of the first-half performance in the latter half of
the year.
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During the first half of the year, turnover of our Machinery Division increased by
82%, in value terms.

The sales of Caterpillar products performed exceptionally well during this period,
due to the Chinese government’s continued investment in infrastructure projects.
Deliveries of construction-equipment units more than doubled compared to the
same period last year, while those of engines and power-generating units also
surpassed the volume reported in the same period last year, with strong demand
from all market sectors.

Parts and service sales volumes also increased, as a result of both our more
aggressive approach to marketing and the expanding population of Caterpillar

machines and engines.

New branch offices were opened in Jinhua, Nanyang and Hefei cities.

The property markets in Beijing and Shanghai remained relatively robust in the first
half of this year, although new property supplies coming on stream threaten to
dampen the markets’ performance. As a result of this, the sales of our residential
development of Phase 1 Starcrest in Beijing slowed in the first half of 2002. The
construction is progressing well and we are cautiously optimistic that consumer
confidence will return and sales pick up upon completion of the project in early
2003.

Our Trading Division, excluding its trading within the Group reported a 10%
decline in turnover compared to the same period last year.
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2002 Interim Report

The market has still not seen clear indication of an economic recovery in Asia, a
situation that has been aggravated by corporate scandals in the U.S. With the
exception of China, Korea and Thailand, the GDP of Asian countries fell in the first
six months of 2002. Volumes and margins in our trading operations declined
during this period. Due to latent weakness in many international markets, we
expect trading conditions to remain sluggish in the second half of 2002.

For the half-year ended June 2002, performance of global financial markets was
erratic. The market rally earlier this year ran out of steam when the full scale of the
Wall Street corporate governance scandals became known. Against this background,
our Financial Services Division achieved a net profit of approximately HK$45 million
(including unrealised gains of HK$27 million for revaluation of short term
investments), compared to an approximately HK$61 million net loss (including
unrealised losses of HK$128 million for revaluation of short term investments) in
the corresponding period of 2001.

While turnover from foreign exchange trading continues to perform well, our
share-trading activities weakened due to instability in the equity markets. The
settlement system in our brokerage/financing businesses has recently been
upgraded to improve service and increase competitiveness. Our insurance business
has continued to contribute steady income to the Division.

Negative market sentiment is expected to persist in the second half of 2002, at
least until concerns over corporate governance and accounting issues have
subsided. We will continue to adopt a conservative approach towards all of our
business decisions.
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As at 30 June 2002, shareholders’ funds of the Group were approximately
HK$4,004 million. The Group has a positive cash flow from operations and
sufficient bank facilities to fund its ongoing businesses, including capital
expenditure in Year 2002.

The maturity of the Group’s term loans is:

Within one year HK$289 million
Within 1-2 year HK$353 million
Within 3-5 years HK$494 million

The Group has a gearing ratio (long term debt to equity) of 21%, compared to
24% as at 31 December 2001. Profit from operating activities covers 3.4 times over
finance costs for the current interim period ended 30 June 2002, compared to 2.9
times for the year ended 31 December 2001.

The Group’s funding reflects the capital structure of each business and is monitored
by a Central Treasury function. The Group’s borrowings are at competitive interest
rates from both international and local banks. Where appropriate, the Group’s
exposure to foreign currencies is hedged to minimise the risks of currency

movements.
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2002 Interim Report

Looking ahead, the Automobile business in all our territories remains the key
growth area for the Group and this trend is expected to continue for the rest of the

year.

The Machinery business is forecast to enjoy further positive growth in the second
half of the year. There is likely to be, however, a seasonal slowdown of sales in the

third quarter, but overall results will remain positive.

The Property business should show signs of improvement in the coming months,
largely as a result of more vigorous promotional activities and the Trading and
Financial Services businesses are expected to follow similar trends as in the first half

of the year.

We therefore expect to see continued growth in our core businesses as we expand

our network and upgrade our services.

The Group's remuneration policy applies best industry/country standards to attract,
motivate and keep a quality work force. We constantly measure our remuneration
and reward scheme within and across industries in various countries to ensure that
the Group’s remuneration policy is in line with the industries and markets in which

we operate.

The Board of the Company is pleased to announce that Ms Marianne Lim Mooi
Ying has been appointed as an Executive Director and Finance Director of the
Company with effect from 18 April 2002.
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The Board of the Company announces that Mr Lau Chor Lok and Mr Lau Kwok
Kee have resigned as Executive Directors of the Company with effect from 9 July
2002. The Board of the Company would like to thank Mr Lau Chor Lok and Mr Lau
Kwok Kee and express its appreciation for their valuable contributions to the
Company.

At 30 June 2002, the interests of the directors and their associates in the ordinary
shares and warrants of the Company or its associated corporations, as recorded in
the register maintained by the Company pursuant to Section 29 of the Securities
(Disclosure of Interests) Ordinance (the “SDI Ordinance”) were as follows:

iR 2= Share capital
Number of ordinary shares of HK$1 each held
FEEEREEIBRTZEEREE

Personal Family Corporate

interests interests interests Total
EEEE Name of Directors BARER RikfE s AT ER g
MEE MED Lim Mooi Ying, Marianne

(Note 1) - - 60,000 60,000

228 2 (2R 5) Lau Chor Lok (Notes 2 & 5) 30,262 1,812 37,832,865 37,864,939
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IR REE Warrants
Number of warrants held
BEERBREREE
Personal Family Corporate
interests interests interests Total
EEEE Name of Directors &8 A = RikfE s AT ER g
E B (M3 Lim Mooi Ying, Marianne
(Note 3) - - 12,000 12,000
25 B (AR s) Lau Chor Lok (Notes 4 & 5) - - 7,566,572 7,566,572

—_

m

Westwood Management Limited#s & 7
A 760,000/ B - MMERAL T
RERBZERKRR -

Pacific City Investments Limited }z Beauty
Year Limited#§ A 748 A &) 37,832,865/
TEk - MBABRLEERZMELDA
ZIERKRE -

Westwood Management Limited#s & 7
A E12,0000 BAEEE - MARERX
TRERBZERRKRE -

Pacific City Investments Limited }z Beauty
Year Limited#§ B & 2 77,566,57215 37
gD MEBLEEERZMR AT
ZIERRE -

YN —_TT_F+ANAH
EARRBESE °

Notes:

1. The interests in 60,000 ordinary shares are held through Westwood Management
Limited, of which Ms Lim Mooi Ying, Marianne is a controlling shareholder.

2. The interests in 37,832,865 ordinary shares are held through Pacific City Investments
Limited and Beauty Year Limited, of which Mr Lau Chor Lok is a controlling shareholder.

3. The interests in 12,000 warrants are held through Westwood Management Limited, of
which Ms Lim Mooi Ying, Marianne is a controlling shareholder.

4. The interests in 7,566,572 warrants are held through Pacific City Investments Limited and
Beauty Year Limited, of which Mr Lau Chor Lok is a controlling shareholder.

5. With effect from 9 July 2002, Mr Lau Chor Lok resigned as a director of the Company.
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The Company has granted certain directors and employees of the Company’s

options to subscribe for ordinary shares of the Company. Details of the grant of

share options and a summary of the movements of the outstanding share options

during the six months ended 30 June 2002 are set out below:

Number of share options

BREYE Price of
Name or Lapsed Company's
category of At Re- during At Date of grant of Exercisable period Exercise price  shares at grant
participant 1 January 2002 classification the period 30 June 2002 share options of share options  of share options  date of options
257% —2%C-F EXi} B —2%-F R BRE BRE RitiA
HEREA -A-H P8 BME%  AA=TH B#EBH TRER THE AEAZKRE
HKS HK$
B BT
s Directors
BEsE Gan Khian Seng 500,000 - - 500,000 2-8-1997 1-9-1999 to 31-8-2007 5.89 775
200,000 - = 200,000 24-1-1998 31-1-2000 to 30-1-2008 6.00 7.45
BEWA @+ Yong Foo San /P 500,000 - - 500,000 2-8-1997 21-8-1999 to 20-8-2007 5.89 7.75
200,000 - - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 7.45
BER Harms Volker 500,000 - - 500,000 2-8-1997 2-8-1999 to 1-8-2007 5.89 7.75
Josef Eckehard 200,000 - - 200,000 24-1-1998 24-1-2000 to 23-1-2008 6.00 7.45
MESE Lim Mooi Ying, = 500,000 = 500,000 2-8-1997 2-8-1999 to 1-8-2007 5.89 7.75
(RZTZ=fF Marianne - 200,000 - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 7.45
MA+N\HEZE) (appointed on
18 April 2002)
AR% Lau Chor Lok 500,000 - - 500,000 2-8-1997 29-8-1999 to 28-8-2007 5.89 7.75
(F3E1) (Note 1) 200,000 - - 200,000 24-1-1998 23-2-2000 to 22-2-2008 6.00 7.45
ZIBA Lau Kwok Kee 500,000 - - 500,000 2-8-1997 19-8-1999 to 18-8-2007 5.89 7.75
(FzE1) (Note 1) 200,000 - - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 7.45
3,500,000 700,000 - 4,200,000
EHEANESR Continuous contract employees
B In aggregate 3,175,000 (500,000) - 2,675,000 2-8-1997 (Note 2) 5.89 7.75
(Fi 7% 2)
2,306,000 (200,000) (50,000) 2,056,000 24-1-1998 (Note 2) 6.00 7.45
(Ff 7% 2)
5,481,000 (700,000) (50,000) 4,731,000
8,981,000 - (50,000) 8,931,000
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2002 Interim Report

Notes:

1. With effect from 9 July 2002, Mr Lau Chor Lok and Mr Lau Kwok Kee resigned as
directors of the Company.

2. The granted share options may be exercised at any time during the period of eight years
from the second anniversary of the date on which the share option is deemed to be
granted and accepted by the holders in accordance with the provisions of the Scheme.

Save as disclosed herein, none of the Directors or any of their associates had any
beneficial interests in the ordinary shares of the Company or its associated
companies or had been granted any rights to subscribe for equity or debt securities
of the Company as at 30 June 2002 as recorded in the Company’s Register of
Directors’ Interests as required to be kept under Section 29 of the SDI Ordinance.

R-ZZEZE-_FA=1+H  EREFE At 30 June 2002, according to the register required to be kept under Section 16(1)
%Eﬂ;ﬁ | 16(IMEMRTF 2 ZEMET  of the SDI Ordinance, the following shareholders were interested in 10% or more
C NHIRERBEAARAREEITLEE  of the issued ordinary shares of the Company:

PR10%3 A 2 %

Percentage of issued

Number of share capital

shares held He &7

£ Name BEZRGOHE BARZHE

Victon Investment Limited 235,282,761 25%

Amerdale Investments Limited 170,062,075 18%

BREAHEEREHNLHIEER

By kR EEES] A2 ARE W
MNEEZHERI  UEEMALHFR
BEESGOFE1I6MEARE - MY

RECEBARBEBR 2 EH -

Save as disclosed above, no person, other than two directors of the Company,
whose interests are set out in the section “Directors’ Interests in Shares and
Warrants” above, had registered an interest in the ordinary shares in the Company

that was required to be recorded pursuant to Section 16(1) of the SDI Ordinance.
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Neither the Company, nor any of its subsidiaries purchased, sold or redeemed any
of the Company’s listed securities during the period under review.

The Audit Committee has reviewed with management the accounting principles
and practices adopted by the Group and discussed auditing, internal controls and
financial reporting matters including the review of the unaudited consolidated
interim financial statements for the six months ended 30 June 2002.

None of the directors of the Company is aware of any information which would
reasonably indicate that the Company is not, or was not, in compliance with the
Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited at any time during the
six months ended 30 June 2002 except that the independent non-executive
directors are subject to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the provisions of the Company’s
articles of association.

By Order of the Board

Gan Khian Seng
Chairman

Hong Kong, 18 September, 2002



