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Financial Highlights
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Turnover by Geographical Area

m
Mainland China

foiE
Hong Kong
. At 55 94 B K

Other Asian Countries

HEFUTEEFS

Turnover by Principal Activities

. ING S LRy
idie
Trading of motor vehicles
and spare parts and
provision of after-sales
services

. RN o R AR fh
SR S
Trading of heavy equipment
and provision of product
support services

. SUES iV Eva

Property development and
investment

. —E G

General trading

it 77 B 0 S KA RS
Securities trading and

broking

SN B

Trading of foreign exchange
RS

Money lending

. HoAty
Others
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Interim Results

The Board of Directors (the “Board”) of Lei Shing Hong Limited (the
“Company”) is pleased to announce the unaudited condensed consolidated
interim results of the Company and its subsidiaries (the “Group”) for the
six months ended 30 June 2005 together with the comparative figures as
follows. These condensed consolidated interim financial statements have
not been audited, but have been reviewed by the Company’s audit
committee.

Condensed Consolidated Profit and Loss Account
For the six months ended 30 June 2005

BREAA=ZTHIEAEA

For the six months ended 30 June

2005 2004
(R % ) (KRB HFZ)
(Unaudited) (Unaudited)
W 7 T Tt
Notes HKS$°000 HK$°000
BEE REVENUE
B 1 s Sale of goods and services 3 5,899,802 4,763,787
B R B AR Cost of sales and services (5,306,536) (4,328,466)
EA Gross profit 593,266 435,321
HoAth i A Kl 45 Other income and gains 55,856 60,856
P Ty 85 AR Selling and distribution costs (60,884) (48,623)
THB ¥ Administrative expenses (253,714) (221,628)
HoAth 48 %8 B Other operating expenses (156,115) (106,076)
it 3 | PROFIT FROM OPERATING
ACTIVITIES 4 178,409 119,850
W& H Finance costs 5 (69,812) (31,814)
A e 7] 2 HE 6 A S 0 A Share of profit of
a jointly-controlled entity - 16,146
JRE A% Wt 75 ) g ) Share of profits of associates 21,494 21,921
% BE Wiy 8 A PROFIT BEFORE TAX 130,091 126,103
i 15 Tax 6 (27,758) (23,620)
1 W i ) PROFIT FOR THE PERIOD 102,333 102,483
A4 = ATTRIBUTABLE TO:
BAFAERREAA Equity holders of the parent 95,311 95,068
DB A 45 Minority interests 7,022 7,415
102,333 102,483
B B 2 A EARNINGS PER SHARE
B T — Basic 7 9.04 ¥4l cents 9.97 #fllicents
— — Diluted 7 8.97 #Alicents 9.62 #{llicents
53398 DIVIDEND PER SHARE 8 g Nil 4T Nil
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i sEEARE Condensed Consolidated Balance Sheet
R OEERENA =+ 30 June 2005
AAZTH tZA=+—H
30 June 31 December
2005 2004
(R 88 % B ) (H51)
(Unaudited) (Restated)
i 7t T#x T#T
Notes HKS$°000 HKS$’'000
e i B NON-CURRENT ASSETS
Il 2 - Fixed assets:
VEN & L] Property, plant and equipment 1,095,265 1,039,824
R Investment properties 217,795 75,030
T AT 4 b3k Prepaid land premiums 207,435 201,487
R ) 2 Properties under development 1,458,733 1,303,464
A Goodwill 683,000 681,395
i - E/NEIPa ) Interests in associates 1,661,249 1,541,186
TV Intangible asset 1,500 1,650
ARG Available-for-sale investments 9 231,801 -
RH#&E Long term investments 9 - 308,114
iR 4L Bl JH G Deferred tax assets 38,638 33,062
A2 3K S I i iR 3k Loans and receivables 10 289,351 77,000
I o B & E A Total non-current assets 5,884,767 5,322,212
i B ¥ CURRENT ASSETS
HRMEEEARERE Investments at fair value through
ZHE/HERE profit or loss/short term
investments 11 224,838 148,703
& Inventories 12 1,252,084 3,164,956
TP A RS & 22k Properties held for sale 104,922 171,589
JRE Wi B Trade receivables 13 1,410,071 962,323
A BB i iR 3 Loans and receivables 10 116,784 162,510
T AT B 4 B B H A T i 3 IR Prepayments, deposits and
sundry receivables 483,546 449,729
R € W1 A7 3K Pledged time deposits 14 710,456 197,407
REFEFRAZHE Cash held on behalf of
securities clients 14 3,361 4,153
HakBe%HER Cash and cash equivalents 14 1,685,654 969,647
WE) A E A Total current assets 5,991,716 6,231,017
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i aEEAMEK @ Condensed Consolidated Balance Sheet (continued
O EEHFENAZTH 30 June 2005
AAZTH tZA=+—H
30 June 31 December
2005 2004
(RBHEB) (F31)
(Unaudited) (Restated)
Wt T#7x R
Notes HKS$’000 HK$°000
W £ 4 CURRENT LIABILITIES
OB AT R B SR Trade and bills payables 15 1,330,414 2,193,863
JEE 15} 5 3E Tax payable 106,998 54,988
JFC At 8 A5 A I R Sundry payables and accruals 1,596,658 552,080
B SR AT B R At B B K Interest-bearing bank borrowings
and other non interest-bearing
borrowing 16 2,180,687 3,245,885
15 Provisions 51,827 37,855
T A A Total current liabilities 5,266,584 6,084,671
L ) NET CURRENT ASSETS 725,132 146,346
H% WA ) £ 1 TOTAL ASSETS LESS CURRENT
LIABILITIES 6,609,899 5,468,558
I B £ 5% NON-CURRENT LIABILITIES
B 28R AT B K Interest-bearing bank
borrowings 16 977,452 -
% HE B JH A Deferred tax liabilities 203,437 199,205
R UR=E R Total non-current liabilities 1,180,889 199,205
5,429,010 5,269,353
JBe A% B fii 4 CAPITAL AND RESERVES
BEOS FRE £ R AN A HE A Equity attributable to equity
holders of the parent
OB AT A Issued capital 17 1,060,520 1,049,520
i i Reserves 4,120,127 3,941,615
it Gl c) Proposed final dividend - 31,816
5,180,647 5,022,951
DB HRE 45 Minority interests 248,363 246,402
5,429,010 5,269,353
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1 W1 555 45 HE A 52 ) %

e EERAFENA = HIEAA

Condensed Consolidated Statement of
Changes in Equity
For the six months ended 30 June 2005

fiti 4 Reserves
LRRRT  REHE
TR EHME  ERER SRS 8 RAN
HERA BBEEE  Landand Investment MR 1] it BE  PEBR
Ordinary Share  buildings  property  Warrant 384 Exchange  BREIEA  Proposed %
share  premium revaluation revaluation subscription Reserve fluctuation  Retained final  Minority LA
capital  account reserve reserve reserve funds reserve  earnings  dividend  interests Total
(REBHE) REFK) KEFR) REFR)  REER)  REER) REER) REFR) REFH) REFR) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
T#L T#L T#L T#T T#T T#T T#L T#T T#L Ti#L Ti#L
HKS$'000 HKS$'000 HK$'000 HKS$000 HKS$000 HKS$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZZNFE—~]—H At 1 January 2004 951,169 2,459,521 12,011 1,483 91,646 40,126 (97,924) 938418 28,535 362,528 4,787,513
CEFSECERAMBE 2003 final dividend declared - - - - - - - - (28,535) - (28,535)
B 5. % Exchange adjustments - - - - - - (7,129) - - (413) (7,542)
5 A A R 2 Release of minority interests
b BB A £ upon disposal of a subsidiary - - - - - - - - - (16,155 (116,159
LN VNG 1 Purchase of additional interests
PAIESIVRA in subsidiaries, previously
R i accounted for as minority
interests - - - - - - - - - (13,099) (13,099)
IR N AT Advancement from minority
interests - - - - - - - - - 959 959
A R R BR 2 Release of exchange fluctuation
SNEZH il teserve upon disposal of
a subsidiary - - - - - - 36,408 - - - 36,408
i 4 I A R 2 Release of reserve funds upon
Ll %3 disposal of a subsidiary - - - - - (4,082) - - - - (4,082)
HE 08 B 0 2 ) — B Share of general reserve of
subsidiaries - - - - - 5,137 - - - 3,484 8,021
(LS Exercise of warrants 87,199 217,997 - - (43,599) - - - - - 201,597
301 A Profit for the period - - - - - - - 93,068 - 7415 102,483
TR i A Transfer from retained profits - - - - - 6,457 - (6,457) - - -
BZFBNEARZTH  AC30 June 2004 LOB68 2677518 L0117 L83 4804 478 (68665 1027029 - 719 508168
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e EELAFENA = HIEAA

fili 5 ()

Lei Shing Hong Limited #2417 45 B4

Condensed Consolidated Statement of

Changes in Equity (consinued)
For the six months ended 30 June 2005

Reserves (continued)

LRRRT  REHE
TR EHME  ERER SRS 8 EERH
HERA BBEEE  Landand Investment MR 1] (1] BE  PURR
Ordinary Share  buildings  property  Warrant 384 Exchange  BREIEA  Proposed %
share  premium revaluation revaluation subscription Reserve fluctuation  Retained final  Minority LA
capital  account reserve reserve reserve funds reserve  earnings  dividend  interests Total
(REBHE) REFK) KEFR) REFR)  REER)  REER) REER) REFR) REFH) REFR) (REER)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
T#L T#L T#L T#T T#T T#T T#L T#T T#L Ti#L Ti#L
HKS$'000 HKS$'000 HK$'000 HKS$000 HKS$000 HKS$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
REZZZRE--H> At 1 January 2005
L IES As previously reported 1,049,520 2,705,398 12,011 1483 42471 51,764 (5,792) 1,134,280 31816 246402 5269353
WaHE (WH1k2) Opening adjustment
(notes 1 and 2)
B AN 0% HKAS 40 -
RENEEHRH Surplus on revaluation of
investment properties - - - (1,483) - - - 1,483 - - -
R As restated 1,049,520 2,705,398 12,011 - 4241 51,764 (5,792) 1,135,763 31816 246,402 5,269,353
CER-ZZMEAMRE 2004 final dividend declared - - - - - - - - (1810 - (1810
5078 % Exchange adjustments - - - - - - 61,201 - - (762) 60,439
RIEAAREZ D] Additions to minority interests
SRR 25 5 in investment in subsidiaries - - - - - - - - - 18,149 18,149
LN VNG i 3 Purchase of additional interests
EHIZ IR D BT E G in subsidiaries, previously
accounted for as minority
interests - - - - - - - - - (14,266) (14,266)
(35D B R fE Repayment to minority interests - - - - - - - - - (8,182) (8,182)
TTH R Exercise of warrants 11,000 27,500 - - (5,500) - - - - - 33,000
301 A Profit for the period - - - - - - - 95,311 - 7,022 102,333
TR i A Transfer from retained profits - - - - - 3,030 - (3,030) - - -
BoZEREANZTH At30 June 2005 1060520 2732898 12,011%° S30971F SAT94T 554000 1,228,044° S 8303 5,429,010

* UL S (R A L B A e B AR A
A 4,120,127,000# 70 ( =
FANH =+ H :3,745,081,000iC) -

B BN R
12,011,000 7 » 55 7l 4% & A 5 50 1 >
T3 R B (R = — AL/ A =
+— H I FE R HEFT) — [H B o 7l 2 2
F ot R 5 2 H T 5 2 25 0 (6 I EE A e

*  These reserve accounts comprise the consolidated reserves of HK$4,120,127,000
(30 June 2004: HK$3,745,081,000) in the condensed consolidated balance

sheet.

*  The amount represented land and buildings revaluation reserve of

HK$12,011,000, which was previously stated as capital reserve, arising on the

restatement to fair value at the date of acquisition of certain land and buildings
of an acquired subsidiary, taking place in the year ended 31 December 1998.
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W& A Bl R

e EERAFENA = HIEAA

Condensed Consolidated Cash Flow Statement

For the six months ended 30 June 2005

BEAA=ZTHIEAMA

For the six months ended 30 June

2005 2004
(R BEB) (RB#EZ)
(Unaudited) (Unaudited)
T # 7 F it
HKS$’000 HKS$'000
BBREHZBLSEA/ (FH) HH NET CASH INFLOW/(OUTFLOW) FROM
OPERATING ACTIVITIES 1,834,745 (537,135)
BEEHEZBEWA (W) 8 NET CASH INFLOW/(OUTFLOW) FROM
INVESTING ACTIVITIES (968,199) 804,980
WS B AW NET CASH OUTFLOW FROM
FINANCING ACTIVITIES (171,216) (35,963)
RERBESHEEEZHM INCREASE IN CASH AND
CASH EQUIVALENTS 695,330 231,882
Wy 2B a kB a%EIEA Cash and cash equivalents
at beginning of period 942,845 934,746
G e T SR 8 ) 2 R Effect of foreign exchange rate
changes, net (2,671) 13,625
MBEZBERBREEMHEH CASH AND CASH EQUIVALENTS
AT END OF PERIOD 1,635,504 1,180,253
BERBESFHEHSEBRZAN ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
B4 JBRAT &5 Cash and bank balances 1,488,089 1,026,471
SIS 2 0 Unpledged time deposits 197,565 191,556
WRITIBEX Bank overdrafts (50,150) (37,774)
1,635,504 1,180,253
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Lei Shing Hong Limited #2417 45 B4

Notes to Condensed Consolidated Financial
Statements

1. Accounting Policies

The condensed consolidated interim financial statements are prepared
in accordance with Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting”. The accounting policies and basis of
preparation adopted in the preparation of the interim financial
statements are the same as those used in the audited financial
statements for the year ended 31 December 2004, except in relation
to the following new and revised Hong Kong Financial Reporting
Standards (“HKFRSs”, which also include HKASs and Interpretations)
that affect the Group and are adopted for the first time for the current

period’s financial statements:

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates

and Errors
HKAS 10  Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14  Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17  Leases

HKAS 18  Revenue

HKAS 19 Employee Benefits

HKAS 21  The Effects of Changes in Foreign Exchange Rates

HKAS 23  Borrowing Costs
HKAS 24  Related Party Disclosures
HKAS 27  Consolidated and Separate Financial Statements

HKAS 28 Investments in Associates

HKAS 31 Investments in Joint Ventures

HKAS 32  Financial Instruments: Disclosure and Presentation

HKAS 33  Earnings Per Share

HKAS 34  Interim Financial Reporting

HKAS 36  Impairment of Assets

HKAS 37  Provisions, Contingent Liabilities and Contingent Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement

2005 Interim Report &% AR Fp
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1. Accounting Policies (continued)

HKAS 40  Investment Property
HKFRS 3 Business Combinations

HK-Int 3  Revenue — Pre-completion Contracts for the Sale of
Development Properties
HK-Int 4  Leases — Determination of the Length of Lease Term in

respect of Hong Kong Land Leases

The adoption of HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 23, 24, 27,
28, 31, 33, 34, 37, 38 and HK-Int 4 has had no material impact on the
accounting policies of the Group and the methods of computation in
the Group’s condensed consolidated financial statements. The impact

of adopting the other HKFRSs is summarised as follows:

(a) HKAS 1 - Presentation of Financial Statements

In prior periods, non-current liabilities would not become
current liabilities if the lender had agreed, after the balance
sheet date and before the authorisation of the financial statements
for issue, not to demand immediate repayment as a consequence
of the breach of an undertaking under a long-term loan

agreement.

Upon the adoption of HKAS 1, non-current liabilities are classified
as current liabilities even if a waiver agreement is obtained after
the balance sheet date and before the authorisation of the

financial statements for issue.

This change in accounting policy has had no effect on the
condensed consolidated profit and loss account and retained
earnings. The comparatives on the condensed consolidated
balance sheet as at 31 December 2004 have been restated (note
16) to reflect a reclassification from “Interest-bearing bank
borrowings” under non-current liabilities to “Interest-bearing
bank borrowings and other non interest-bearing borrowing”

under current liabilities.
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1. Accounting Policies (continued)

(b) HKAS 17— Leases

In prior periods, leasehold land and buildings held for own use
were stated at cost less accumulated depreciation and any

impairment losses.

Upon the adoption of HKAS 17, the Group’s leasehold interest
in land and buildings is separated into leasehold land and
leasehold buildings. The Group’s leasehold land is classified as
an operating lease, because the title of the land is not expected
to pass to the Group by the end of the lease term, and is
reclassified from fixed assets to prepaid land premiums, while
leasehold buildings continue to be classified as part of property,
plant and equipment. Prepaid land premiums for land lease
payments under operating leases are initially stated at cost and
subsequently amortised on the straight-line basis over the lease
term. When the lease payments cannot be allocated reliably
between the land and building elements, the entire lease
payments are included in the cost of the land and buildings as

a finance lease in property, plant and equipment.

This change in accounting policy has had no effect on the
condensed consolidated profit and loss account and retained
earnings. The comparatives on the condensed consolidated
balance sheet as at 31 December 2004 have been restated to

reflect the reclassification of leasehold land.
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1. Accounting Policies (continued)

(c) HKAS 32 and HKAS 39 — Financial Instruments

M

Measurement and Disclosure of Financial Instruments

In prior periods, the Group’s long term investments
comprised non-trading investments in unlisted equity
investments and credit linked notes intended to be held on
a long term basis, club membership debentures and statutory
deposits. Unlisted equity investments and credit linked
notes were stated at their estimated fair values, on an
individual basis. Club membership debentures and statutory
deposits were stated at cost less any impairment losses.
The Group’s short term investments were investments in
listed equity securities held for trading purposes and were
stated at their fair values on the basis of their quoted
market prices at the balance sheet date, on an individual
investment basis. Changes in fair values of the long term
investments and short term investments were recognised in
the long term investment revaluation reserve and in the
consolidated profit and loss account, respectively, for the

period in which they arose.

Upon the adoption of HKASs 32 and 39, the Group’s
investments in unlisted equity investments and club
membership debentures are classified as available-for-sale
investments, investments in credit linked notes and statutory
deposits as loans and receivables, and listed equity
investments as investments at fair value through profit or

loss.
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1. Accounting Policies (continued)

(c) HEKAS 32 and HKAS 39 — Financial Instruments (continued)

€]

Measurement and Disclosure of Financial Instruments

(continued)

Available-for-sale investments are those non-derivative
investments in listed and unlisted equity securities that are
designated as available-for-sale or are not classified in any
of the other categories of financial assets as defined in
HKAS 39. After initial recognition, available-for-sale
investments are measured at fair value with gains or losses
being recognised as a separate component of equity until
the investment is sold, collected or otherwise disposed of
or until the investment is determined to be impaired at
which time the cumulative gain or loss previously reported

in equity is included in the profit and loss account.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. They arise when the Group provides
money, goods or services directly to a debtor with no
intention of trading the receivable. They are included in
current assets, except for maturities greater than 12 months
after the balance sheet date. These are classified as non-
current assets. Loans and receivables are measured at
amortised cost using the effective interest method less

provisions for impairment.

Investments at fair value through profit or loss are acquired
principally for the purpose of selling in the short term or if
so designated by management. Derivatives are also
categorised as held for trading unless they are designated
as hedges. Assets in this category are classified as current
assets if they are either held for trading or are expected to

be realised within 12 months of the balance sheet date.
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1. #F#HBOR ()

1. Accounting Policies (continued)

(c) FHlsEal #3239 &
AT H (4)

(¢) HEKAS 32 and HKAS 39 — Financial Instruments (continued)

() &/ LTHZG & 8% (i) Measurement and Disclosure of Financial Instruments
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(continued)

The fair value of investments that are actively traded in
organised financial markets is determined by reference to
quoted market bid prices at the close of business on the
balance sheet date. For investments where there is no
active market, fair value is determined using valuation
techniques. Such techniques include using recent arm’s
length market transactions; reference to the current market
value of another instrument which is substantially the
same; and discounted cash flow analysis and option pricing

models.

When the fair value of unlisted equity investments cannot
be reliably measured because (1) the variability in the
range of reasonable fair value estimates is significant for
that investment, or (2) the probabilities of the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such investments are

stated at cost.

The Group assesses at each balance sheet date whether
there is any objective evidence that an investment is
impaired as a result of one or more events that occurred
after the initial recognition of the assets (“loss events”), and
that the loss event has an impact on the estimated future

cash flows that can be reliably estimated.
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1. Accounting Policies (continued)

(c) HEKAS 32 and HKAS 39 — Financial Instruments (continued)

¢

(iD

Measurement and Disclosure of Financial Instruments

(continued)

If there is objective evidence of impairment, for available-
for-sale investments, the cumulative loss that had been
recognised directly in equity shall be removed from equity
and recognised in the profit and loss account. The amount
of the loss recognised in the profit and loss account shall
be the difference between the acquisition cost and current
fair value, less any impairment loss on that available-for-
sale investment previously recognised in the profit and loss
account. Impairment loss is recognised in the profit and
loss account for loans and receivables and investments at

fair value through profit or loss.

This change in accounting policy has had no effect on the
condensed consolidated profit and loss account and retained
earnings. In accordance with the transitional provisions of
HKASs 32 and 39, comparative amounts have not been

restated.

Recognition and Derecognition of Financial Instruments

In prior periods, trade receivables factored with full recourse
were derecognised. Proper note disclosures under
contingent liabilities in the consolidated financial statements

were made (note 20).

Upon the adoption of HKAS 39, derecognition of trade
receivables factored with full recourse before the settlement
of trade receivables by debtors is not allowed as all of the
risks associated with the trade receivables are still retained.
The trade receivables are retained on the balance sheet and
the proceeds received are recognised as a liability. As and
when the trade receivables are settled by debtors and the
cash is passed over to the factoring entity, the trade

receivables and the liability are derecognised.
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1. #F#HBOR ()

1. Accounting Policies (continued)

(c) FHlsEal #3239 & (¢) HEKAS 32 and HKAS 39 — Financial Instruments (continued)
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(i) Recognition and Derecognition of Financial Instruments

(continued)

1. As at 30 June 2005, the Group had outstanding bills of
HK$144,127,000 discounted with full recourse. Pursuant
to HKAS 39, the discounted trade receivables and the
related proceeds of the same amount are included in
the Group’s “Trade receivables” and “Sundry payables

and accruals” as at 30 June 2005.

2. This change in accounting policy has had no effect on
the condensed consolidated profit and loss account
and retained earnings. In accordance with the
transitional provisions of HKAS 39, comparative
amounts have not been restated (31 December 2004:

HK$282,778,000).

(d) HKAS 40 — Investment Property

In prior periods, changes in the fair values of investment
properties were dealt with as movements in the investment
property revaluation reserve. If the total of this reserve was
insufficient to cover a deficit, on a portfolio basis, the excess of
the deficit was charged to the profit and loss account. Any
subsequent revaluation surplus was credited to the profit and

loss account to the extent of the deficit previously charged.

Upon the adoption of HKAS 40, investment properties were
stated at cost less depreciation and any impairment losses. Any
gains or losses on the retirement or disposal of an investment
property are recognised in the profit and loss account in the

year of the retirement or disposal.
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1. Accounting Policies (continued)

(d) HKAS 40 — Investment Property (continued)

(e)

The Group has taken advantage of the transitional provisions of
HKAS 40 to adjust the effect of adopting the standard to the
opening balance of retained earnings rather than restating the
comparative amounts to reflect the changes retrospectively for
the earlier period presented in the condensed consolidated
financial statements. The effects of the above changes are
summarised in note 2 to the condensed consolidated financial

statements.

HKFRS 3 — Business Combinations and HKAS 36 — Impairment of

Assets

In prior periods, goodwill arising on acquisitions prior to 1
January 2001 was eliminated against consolidated capital reserve
in the year of acquisition and was not recognised in the profit
and loss account until disposal or impairment of the acquired

business.

Goodwill arising on acquisitions on or after 1 January 2001 was
capitalised and amortised on the straight-line basis over its
estimated useful life and was subject to impairment testing

when there was any indication of impairment.

Upon the adoption of HKFRS 3 and HKAS 36, goodwill arising
on acquisitions is no longer amortised but subject to an annual
impairment review (or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired).
Any impairment loss recognised for goodwill is not reversed in

a subsequent period.
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1. Accounting Policies (continued)

(e) HKFRS 3 — Business Combinations and HKAS 36 — Impairment of

w

Assets (continued)

The transitional provisions of HKFRS 3 have required the Group
to eliminate at 1 January 2005 the carrying amounts of
accumulated amortisation with a corresponding entry to the
cost of goodwill. Goodwill previously eliminated against
consolidated capital reserve remains eliminated against
consolidated capital reserve and is not recognised in the profit
and loss account when all or part of the business to which the
goodwill relates is disposed of or when a cash-generating unit

to which the goodwill relates becomes impaired.

The effects of the above changes are summarised in note 2 to
the condensed consolidated financial statements. In accordance
with the transitional provisions of HKFRS 3, comparative amounts

have not been restated.

HK-Int 3 — Revenue — Pre-Completion Contracts for the Sale of

Development Properties

In prior periods, when properties under development have
been pre-sold, the total estimated profit was apportioned over
the entire period of construction to reflect the progress of the
development. On this basis, profit recognised on the pre-sold
portion of the properties was calculated by reference to the
stage of completion of the properties, limited to the extent of
non-refundable progress payments received. No profit was
recognised until the construction work had progressed to the
stage where the eventual completion of the project, and the
estimated profit thereon, could be determined with a reasonable

degree of certainty.

Upon the adoption of HK-Int 3, revenue arising from
pre-completion contracts for the sale of development properties
that do not fall within the scope of HKAS 11 “Construction
Contracts” is recognised when the significant risks and rewards
of ownership have been transferred to the buyer, provided that
the Group maintains neither managerial involvement to the
degree usually associated with ownership, nor effective control
over the properties under development sold. Such properties

are stated at cost.
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1. Accounting Policies (continued)

(f) HK-Int 3 — Revenue — Pre-Completion Contracts for the Sale of

Development Properties (continued)

The effects of the above changes are summarised in note 2 to
the condensed consolidated financial statements. In accordance
with the transitional provisions of HK-Int 3, comparative amounts

have not been restated.

2. Summary of the Impact of Changes in Accounting
Policies

Following the adoption of the HKFRSs, the opening balances of the
following accounts were adjusted retrospectively. Details of the

opening adjustments are summarised as follows:

(a) Effect on opening balance of total equity at 1 January 2005

B2 o 3% AN G Al

Investment

property 8w

WMBRZEH Effect of a new policy revaluation Retained k]
B,/ (W) ) (Increase/(decrease)) reserve earnings Total

(REHE)  CREHEE)  CREEZ)
(Unaudited)  (Unaudited) (Unaudited)

M &E T T T T
Note HK$°000 HK$°000 HKS$'000
) 0 Opening adjustment:
7 g e A2 4058 — HKAS 40 —
G E R R &R Surplus on revaluation of
investment properties 1(d) (1,483) 1,483 -
RZEZEZHFE—-A—HZ Total effect at 1 January 2005
2 5L (1,483) 1,483 -

2005 Interim Report &% AR Fp

19



20

Lei Shing Hong Limited #4745 A #H)

2.

bR B 2 U WM )
T % M A0 s 4

HEE —FZNE - EETRAFENA
= Bk SR A 2 BR AR i A

5 2B o v S N R Ak T o T
e U 5 408 ~ 7 v U B Wt HEJIU SR 3
L% A 0 R L 4 SR 3 AR A
PR R R TR AN
H=4 Bk H WH 25 Z R H
AN AT B A b ) B R EOA L
i o

() BBEFENRFELF
A Z A LA B2 B

2. Summary of the Impact of Changes in Accounting

Policies (continued)

The following table summarises the impact on profit after tax for the

six months ended 30 June 2005 and 2004 upon the adoption of the

new HKFRSs. As no retrospective adjustments have been made for

the adoption of HKAS 40, HKFRS 3 and HK-Int 3, the amounts shown

for the six months ended 30 June 2004 may not be directly comparable

to the amounts shown for the current interim period.

(b) Effect on profit after tax for the six months ended 30 June 2005

and 2004

Bl 1% i 7| 2 7 B
BEAAZTHIEAMA
For the six months ended 30 June
2005 2004
B4 2
L E-EEDN [ ETERE DN
Equity Equity
WMBORZE® Effect of new policies holders of holders of
(B, (W) ) (Increase/(decrease)) the parent the parent
(REHER) (R B
(Unaudited) (Unaudited)
i 7t T#x T # e
Notes HKS$°000 HK$°000
W B0 4% Vi A1) 2 5 Effect of profit after tax:
it & wh e Q5 40 %% — HKAS 40 —
REWENE Depreciation of
investment properties 1(d) (2,082) -
7 it 5 i At B 5 3 — HKFRS 3 —
A& 11 2 TR i Discontinuation of
B Ji 2 1T 2 A 2 T R amortisation of goodwill
arising from acquisition of
subsidiaries 1(e) 22,379 -
A IF 0 A Discontinuation of
e o R IR AR 2 TR amortisation of goodwill
arising from acquisition of
an associate 1(e) 8,949 -
7 R 5 358 — HK-Int 3 —
fil Bk AR R 52 o FE € et ik Derecognition of the profit
it 58 IR 3% J ) 23 56 LT from pre-completion
T A A A 2 T contracts for the sale of
development properties
under stage of completion
method 1) (100,000) -
WA R R R Total effect for the period (70,754) -

SRSy R IPa 2 X
HA
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Effect on earnings per share:

Basic

Diluted

6.71 % il cents -

6.66 ¥ 1l cents -




e EF R B 0 2 A B S

3. Segment Information

Lei Shing Hong Limited #2417 45 B4

An analysis of the Group’s turnover and results by principal activities

EHHTIE is as follows:
E ES
Turnover Results
BEAA=ZTHIEABA BEAAZTHIEARA
for the six months for the six months
ended 30 June ended 30 June
2005 2004 2005 2004
(REHB) CREFEZ)  (REHEE) REER
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
T#x Ti# T T#x T#T
HK$°000 HKS$°000 HK$°000 HK$°000
TR R A 5 L K Trading of motor vehicles and
1 it B 12 I B spare parts and provision of
after-sales services 3,671,373 2,903,429 81,389 27,225
AR IR 5 I A A Trading of heavy equipment and
7 i 3 RS provision of product
support services 1,242,362 1,211,133 55,436 47,070
YL R A Property development and
investment 139,843 77,408 63,335 (9,128)
— BB 5 General trading 1,496,742 2,455,100 28,556 21,553
B EE RS R Securities trading and broking 1,895 16,567 (17,563) 23,281
HME Trading of foreign exchange 27,279 1,026 (34,925) 2,674
(GRS Money lending 4,788 8,405 2,021 948
HA Others 2,671 1,794 15,807 10,109
6,586,953 6,674,862 194,056 123,732
ES v iPEi¥ Intersegment eliminations (687,151)  (1,911,075) (15,647) (3,882)
5,899,802 4,763,787 178,409 119,850
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3. ﬁ%“ﬁ*ﬂ‘ (#44) 3. Segment Information ccontinued)
T S W B 43 2 A SR T Ry An analysis of the Group’s turnover by geographical area of operations
Hran T is as follows:
BEM
Turnover

REAH=ZTHIEAMEA

for the six months ended 30 June

2005 2004
(RBEB) (RBHHZ)
(Unaudited) (Unaudited)
F#x T T
HKS$°000 HK$°000

o NRSEAE (TR ]) - People’s Republic of China (“PRC”):
s Hong Kong 465,586 488,304
oK B Mainland China 3,963,758 3,085,962
A 5E o B R Other Asian countries 1,470,458 1,189,521
5,899,802 4,763,787
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4. REBERHEGP

4. Profit from Operating Activities

A G B 2 48 S U A 3 AT B
(FFA) T 3145 0A

The Group’s profit from operating activities is arrived at after

charging/(crediting) the following:

BREAH=ZTHIEAMEA

For the six months ended 30 June

2005 2004
(REHB) (RRRHFZ)
(Unaudited) (Unaudited)
T#x T
HKS$°000 HK$’000
ESY N i Depreciation of property, plant and
equipment 41,981 24,558
REWEN# Depreciation of investment properties 2,082 -
58 AT Amortisation of prepaid land premiums 1,837 1,465
G B B D E A T A Amortisation of goodwill arising from
purchase of subsidiaries - 22,983
A B W D E A T R Amortisation of goodwill arising from
purchase of an associate - 8,949
38 5 REHE 5 Amortisation of trading rights 150 150
R Provision for doubtful debts 8,282 5,021
175 B Provision for inventories 2,245 661
KT O A R AR R 4 Provision for losses on open
foreign exchange positions 32,054 -
FHRERE 2 FEE (k) Net losses/(gains) on dealing
in listed investments 7,850 (5,384)
FEA RS B ET R R Write-back of provision for
M 45 F58 A o 4 a foreseeable loss on properties
held for sale - (5,469)
HEMHEEMNZ Unrealised losses/(gains)
KEHEE k) on revaluation of short term
investments 13,997 (17,844)
Fi i E 2 R A Dividend income from listed
investments (4,627) (4,304)
T4 A 3R Rental income, net (21,613) (9,135)
ALE YA Interest income (32,627) (17,990)
A TE B B K A Foreign exchange trading gains, net (26,874) (968)
HRHEAZME RELBA Commission and brokerage income
from securities dealing (1,680) (4,926)
PRE A &Ll A Insurance brokerage income (404) (466)
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5. W#EMN 5. Finance Costs
BEAHZTHIEANWA
For the six months ended 30 June
2005 2004
(RBHEB) (R H#Z)
(Unaudited) (Unaudited)
Fi#x TG
HK$’000 HK$°000
R TR N 76 S R 2 ORI B Interest on borrowings wholly
repayable within five years:
|ATE R Bank loans 51,017 20,483
5 Rt 2R &K Trust receipt loans 16,940 10,649
W|ATIEX Bank overdrafts 1,855 1,329
R B Total interest 69,812 32,461
W A E A Less: Interest capitalised - (647)
69,812 31,814
6. BiM 6. Tax
BEAHZTHIEAWA
For the six months ended 30 June
2005 2004
(R B HB) (REHEK)
(Unaudited) (Unaudited)
F#x T T
HKS$’000 HK$°000
A Current:
s Hong Kong 11,950 7,912
oAt o I Elsewhere 17,152 15,997
B Gt Deferred (1,344) (289)
B 0 B TH 37 AR Total tax charge for the period 27,758 23,620

A 115 ) 150 4 30 1A 7E s 2 A A
FhRE SRR HE A LL17.5% (& Y
HF117.5%) 2 Bl F T A o o Ath i
[ B LB i R 2 B T T AR A 5E
MEEBNERRZBTER &
T S H R e BT B G
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Hong Kong profits tax has been provided at the rate of 17.5% (2004:
17.5%) 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.
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Tax (continued)

Share of tax attributable to associates amounting to HK$8,245,000
(2004: HK$7,156,000) is included in “Share of profits of associates”

on the face of the condensed consolidated profit and loss account.

For the six months ended 30 June 2004, share of tax attributable to
a jointly-controlled entity amounting to HK$3,373,000 was included
in “Share of profit of a jointly-controlled entity” on the face of the

condensed consolidated profit and loss account.

A reconciliation of the tax expense applicable to profit before tax
using the applicable rates (i.e. statutory tax rates) in which the
Company and the majority of its subsidiaries are domiciled to the tax
expense at the Group’s effective tax rates and a reconciliation of the

applicable rates to the effective tax rates is as follows:

BREAH=ZTHIEAEA

For the six months ended 30 June

2005 2004
R 8% B (R HFM
(Unaudited) (Unaudited)
T#x T#
HKS$°000 HK$°000
Wi B T 3 ) Profit before tax 130,091 126,103
AW ER R R ZBE Tax at Hong Kong statutory tax rate 22,766 22,068
EZ AN k- OIS TEY Tax effect arising from higher tax rates
BB ER B RI5%E 330 % of overseas subsidiaries, associates
(ZFRMAE:7.5%%33%) and a jointly-controlled entity,
P EE R 2 B ranged from 15% to 33%
(2004: 7.5% to 33%) 6,383 8,492
R ABAA 2 BB Tax effect of non taxable income (22,419) (20,614)
TR B X 2 B R Tax effect on non deductible expenses 19,909 13,201
B E s R Utilisation of tax losses (11,070) (4,326)
K HERR 2 B s 1 Tax losses not recognised 8,352 6,665
DLAE 00 1] 2 8 00 0 L Adjustments in respect of
current tax of previous periods - (42)
B EWEMAELEZ Reversal of taxable timing difference
G R JEL I 22 2 988 ] arising on revaluation of leasehold
properties (1,408) (2,923)
A SR A T AR 2K T e A Recognition of taxable timing
i E R RN 2 2 FE R difference arising on the unremitted
earnings of the Group’s certain
overseas investments 5,245 1,099
BAEIE BB R E ZBE S Tax charge at the Group’s effective rate 27,758 23,620
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7. HRAR

W FF I R EEWEAH
S Bk B 2 6 A K

Earnings Per Share

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

months ended 30 June 2005 and 2004 are based on:

O 5 M) AR R DL B R
BREAHZTHIEAWA
For the six months ended 30 June
2005 2004
(R 8 % B ) (R R
(Unaudited) (Unaudited)
T#x T
HK$’000 HK$°000
BA Earnings
FAERE A A Tl B AR R i 2 ) 2 Profit attributable to equity holders of
A BE 2 ) RE 5 R AN R A i A the parent for the period, used
in the basic and diluted earnings
per share calculations 95,311 95,068
JBe A ¥ H
Number of shares
2005 2004
(REHER) (R RRHF)
(Unaudited) (Unaudited)
JBe By Shares
TRt 5 B TR A B ) 2 A 1) Weighted average number of
BB AT W 28 M 2 R ST 2 i B ordinary shares in issue during
the period used in basic earnings
per share calculation 1,054,685,520 953,076,212
5 B HE - 3 T Weighted average number of
ordinary shares:
R % 9 P AT i A AR i Assumed issued at no consideration
I 35 T AR B AT on deemed exercise of all warrants
outstanding during the period 7,916,496 35,643,721
LiK(EigcR=3iis e ¥ X e Weighted average number of
2 R T RS 34 i L ordinary shares used in diluted
earnings per share calculation 1,062,602,016 988,719,933

B E —FFWAE L FFLAF
ANHA=AHARENE A W R AT
o U IS R R R % S 0 T AR
05 7 ey 22 o1 2 T AR e A i
BLAR 1 ) Sl S0 A9 T 0 R
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As the subscription prices of the share options outstanding during
the six months ended 30 June 2005 and 2004 are higher than the

respective average market prices of the Company’s shares during

these periods, there is no dilution effect on the basic earnings per

share.
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R EEFERAFENNA S HARZ
HHEGGw L E BRI ROR
REHE _FLTHFEANA=+HIE
AR A RS (ZFE N
A ) o

Dividend

Lei Shing Hong Limited #2417 45 B4

At a meeting of the board of directors held on 22 September 2005, the

directors resolved not to pay an interim dividend to shareholders for

the six months ended 30 June 2005 (2004: NiD).

LRI RES- 983 Ki'S: Available-For-Sale Investments/Long Term
Investments
AR=Z+H FZA=+—H
30 June 31 December
2005 2004
(REHB) (KEF )
(Unaudited) (Audited)
T#x T
HKS$’000 HK$°000
Ay R Available-for-sale investments:
I bR AR M BCE S A (E Unlisted equity investments, at cost:
R /N Overseas companies 1,877 -
Gl A PRC companies 221,956 -
223,833 -
ARG e A E Transferable club membership
debentures, at fair value 7,968 -
231,801 -
RABRE: Long term investments:
bR RS AT Unlisted equity investments,
at fair value:
R/ Overseas companies - 1,886
Gl A PRC companies - 202,133
- 204,019
AT R AT R U A Transferable club membership
debentures, at cost - 7,905
B R AT E Credit linked notes, at fair value - 155,973
T EAR O TNAAE Statutory deposits, at cost - 217
- 308,114
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LR FIRE 2 92 kidy

(#)

N FERFAFENA S HZ A
EREAREIE F SR KT
R T e R AR o BR B H 4 Rl
B FBENFETHAMA R _FFN
1+ A =+ JLH 277,980,000 G
J77,993,000%k G & {5 £ #h 64 255
KA 3.8% % 4.7%2 R RN H
b T Ak B 43 NI 48 S B ) OB
HEHR.

AR BRI T 2 BT A
BB AL AR E I R > R A Ao fE
T 45 O 3 T 5 At R o

AW E R RIIE
M

9.

Available-For-Sale Investments/Long Term
Investments (continued)

Available-for-sale investments as at 30 June 2005 consist of unlisted
equity investments and transferable club membership debentures.
Except for credit linked notes of HK$77,980,000 and HK$77,993,000
with respective maturity dates on 4 October 2006 and 29 October
2008, and respective coupon rates of 3.8% per annum and 4.7% per
annum, there is no fixed maturity date or coupon rate for the other

available-for-sale investments.

Unlisted equity investments under available-for-sale investments are
stated at cost because their fair values could not be reliably measured

as at the balance sheet date.

An analysis of the Group’s available-for-sale investments/long term

investments is as follows:

AHZ+H t+ZHA=+—H
30 June 31 December

2005 2004

(REHER) (KEH)

(Unaudited) (Audited)
T#x T
HKS$’000 HK$’000

REB A ERGEERE Equity investments in corporate entities 223,833 204,019

B W 5 Debt securities:

SR AT S A 4 R Bank and other financial institution - 156,190
HLEAE Corporate entities 7,968 7,905
231,801 368,114
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Wkl ERERMNRE 9. Available-For-Sale Investments/Long Term
(#) Investments (continued)
BB HEGEHEAEGHRMAZ The maturity profiles of the debt securities analysed by the remaining
ol 5% 30 B 43 B 2 B B an period at the balance sheet date to the contractual maturity date are
as follows:
BEERAA
AL (WM
KK B4 BEER)
Within one Inthe In the third HAEY L
year or second to fifth years, Beyond RN it
on demand year inclusive five years Undated Total
(REBEY)  CREFEW) CREEY) (REEW) (RE%EW)  (KEE®)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
Ti#x T TH#T Ti#x TH# T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R At 30 June 2005
AH=TH
W T Transferable club
THEER membership debentures - - - - 7,968 7,968
=R R At 31 December 2004
TZA=+—H
fa B o 248 Credit linked notes - 77,980 77,993 - - 155,973
W Transferable club
aiEL membership debentures - - - - 7,905 7,905
e Statutory deposits - - - - 217 217
- 77,980 77,993 - 8,122 164,095
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10. £k B M R 5k

10. Loans and Receivables

AAZ+H FZA=Z+—H

30 June 31 December

2005 2004

(RBEB) (BF%)

(Unaudited) (Audited)

T#xL T c

HK$°000 HK$°000

JRE i B 3K Loans receivable 199,940 189,510
5 S 22 9% Credit linked notes 155,973 -
% E AT Statutory deposits 222 -
= R R K Long term receivables 60,000 60,000
416,135 249,510
URERE i Provisions for impairment (10,000) (10,000)
406,135 239,510
SRR A T 2 W Portion classified as current assets (116,784) (162,510)

WMEAEREERE 2 H Portion classified as

non-current assets 289,351 77,000

B e B LA N R A8 2 b R
P4 B s R SR At 2 (R A4
PRAE LA -

75 #06,035,000%5 70 (=R E P 4F +
“HZ=4+—H 4,042,000% 5T) 2 JE
Wi A 3R R L R I R AR
ol i 8 R R A B K B I A M T
FB e

A B 2 B R T R WSO A (1 B
) o Hr Ty

Loans receivable are secured by listed equity investments provided

by the debtors and/or personal guarantees provided by the guarantors.

Loan interest receivables of HK$6,035,000 (31 December 2004:
HK$4,042,000) are included in the loans receivable balance. There is

no accrued interest for the remaining loans and receivables balance.

An analysis of the Group’s loans and receivables, net of provisions,

is as follows:

ARZ+FH FZA=Z+—H

30 June 31 December

2005 2004

(R 28 % B ) (R %)

(Unaudited) (Audited)

T#x T T

HK$’000 HK$°000

SRAT I A 4 Rl b A Bank and other financial institution 156,195 -
N7 T Public sector entities 31,625 35,625
R 3 Corporate entities 218,315 203,885
406,135 239,510

2005 Interim Report —ZFZ FAF o 1




10. £8K B HEBOR 3k a0

AR HEZSHQF W H Z R ERHIR

Lei Shing Hong Limited #2417 45 B4

10. Loans and Receivables (continued)

The maturity profiles analysed by the remaining period at the

Gy HTZ B g R balance sheet date to the contractual maturity date are as follows:
CEE Y EE
—AEW K (W R4
HEK B4 BEER)
Within one In the In the third HAED L
year or second to fifth years, Beyond R it
on demand year inclusive five years Undated Total
(REHEE)  CREEE)  (REEER)  CREER) (REER)  (REER
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
T T T T T T
HK$°000 HK$'000 HKS$°000 HKS$°000 HK$°000 HK$°000
REZEERA At 30 June 2005
AH=1H
JEE Wi B 3k Loans receivable 116,784 41,923 31,233 - - 189,940
& B oy 7 4% Credit linked notes - 77,980 77,993 - - 155,973
HE Statutory deposits - - - - 222 222
R Ui R 3 Long term receivables - 60,000 - - - 60,000
116,784 179,903 109,226 - 222 406,135
=R R AR At 31 December 2004
TZAZt+—H
B i 3K Loans receivable 162,510 8,000 9,000 - - 179,510
R OR 3 Long term receivables - 60,000 - - - 60,000
162,510 68,000 9,000 - - 239,510
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11. BB HER LA RMAFH 2B
w8 E

11. Investments at Fair Value through Profit or Loss/

Short Term Investments

ARBZ+H t+ZA=+—H
30 June 31 December
2005 2004
(REHER) (KEHEH)
(Unaudited) (Audited)
T#x T # e
HKS$°000 HK$°000
bR A Listed equity investments,
at market value:
i Hong Kong 102,439 148,703
1 Ah Overseas 122,399 -
224,838 148,703

A 2 0 4E A 4 AR 2 42
B A T R A 2 AT

The Group’s investments at fair value through profit or loss/short

term investments are made in corporate entities.

12. i+ 12. Inventories

AA=ZFH FZA=+H—H
30 June 31 December
2005 2004
(REER) (KEHEH)
(Unaudited) (Audited)
T#x T
HK$’000 HK$°000
R R E Motor vehicles and spare parts 808,267 2,320,648
&R Machinery and spare parts 443,817 844,308
1,252,084 3,164,956

13. M MR % 13. Trade Receivables

AEMGTRMHES =+ 2=~ +
ERER=S UR3::D/ A NEIE 75/ 2= ¥
hEFEG T TE ALt HE
B2 o A 4 I 7 oR R M B LR
Z BEWCHR O BR 8 A 5 B 50>
g 4 BN B 7 ) At A R A 2
B K B SR BB £ RS
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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.
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14.
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13. Trade Receivables (continued)

Lei Shing Hong Limited #2417 45 B4

An aged analysis of trade receivables (note 1(c)(ii)), based on

payment due date and net of provision, is as follows:

AA=+H T+TZH=1—H

30 June 31 December

2005 2004

(RBEB) (BER)

(Unaudited) (Audited)
T#x Fitkoc

HK$°000 HK$°000

7+ 2 1) Current 1,054,225 616,023
TE=MA 0-3 months 267,928 248,080
A i Dz 4-6 months 19,572 23,672
tE+ZMA 7-12 months 16,462 5,760
—4EDL E Over 1 year 51,884 68,788
1,410,071 962,323

A B R A A Ak A T
JE 55 A Wik ) PR i [l 1) 9 A9 R K
B > 7 B2 I 4 O AR VE A

A provision is made when there is objective evidence that the Group

will not be able to collect the amounts due according to the original

terms of the receivables.

RERBEEFMHEH KM 14. Cash and Cash Equivalents, Pledged Time Deposits
EWAaER R NREZRF P and Cash held on behalf of Securities Clients
284
AA=Z+TH T HA=+—H
30 June 31 December
2005 2004
(R 8 H B (REH)
(Unaudited) (Audited)
F#x T i# 7T
HKS$’000 HK$’000
B4 MR AT 45 iR Cash and balances with banks 1,488,089 840,744
AL AT 2 0147 3K Non-pledged time deposits 197,565 128,903
FEAT € W47 3K Pledged time deposits 710,456 197,407
REFEFRAZHE Cash held on behalf of
securities clients 3,361 4,153
2,399,471 1,171,207
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14. B4 RBEESMHEH - 5K

14. Cash and Cash Equivalents, Pledged Time Deposits

EWMGAZARRERZEPRRNA and Cash held on behalf of Securities Clients
Z8E& (continued)
AR EAAFM A 2 R 5 R The maturity profiles analysed by the remaining period at the
Gy HTZ B g R balance sheet date to the contractual maturity date are as follows:
BEERHAE
—AER R (WM
KR B4 BEER)
Within one Inthe In the third HAEY L
year or second to fifth years, Beyond RN it
on demand year inclusive five years Undated Total
(REBEY)  CREFEW) CREEY) (REEW) (RE%EW)  (KEE®)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
Ti#x T TH#T Ti#x TH# T T
HK$'000 HK$°000 HK$°000 HKS$°000 HK$'000 HKS$°000
R At 30 June 2005
AH=TH
e RMATH Cash and balances
with banks 1,488,089 - - - - 1,488,089
AL E 17 3K Non-pledged time deposits 197,565 - - - - 197,565
A E 1 Pledged time deposits 663,465 - 44,991 - - 710,456
%% R Cash held on behalf of
HHZBE securities clients 3361 - - - - 3361
2,354,480 - 44,991 - - 2399471
eIl At 31 December 2004
tZA=+—H
B & RARAT S Cash and balances
with banks 840,744 - - - - 840,744
HRAC AT E W7 K Non-pledged time deposits 128,903 - - - - 128,903
LA E A Pledged time deposits 160,987 - 30,420 - - 197,407
REFEZF Cash held on behalf of
BH28% securities clients 4,153 - - - - 4,153
1,140,787 - 30,420 - - 1,171,207
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RRAR B S 3K FE AT AR M S iR
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15. Trade and Bills Payables

Lei Shing Hong Limited #2417 45 B4

An aged analysis of trade and bill payables, based on payment due

date, is as follows:

AA=Z+TH T HA=+—H

30 June 31 December

2005 2004

(R 8 H B (KEH)

(Unaudited) (Audited)

F#x T # 7T

HKS$’000 HK$°000

FE M Current 1,126,919 2,124,367
TE=MA 0-3 months 197,012 56,207
A i Dz 4-6 months 3,729 11,812
tE+ZMA 7-12 months 2,754 1,445
— 4k Over 1 year - 32
1,330,414 2,193,803

16. FF B 84T 2K B I fb 5 B £
X

16. Interest-Bearing Bank Borrowings and Other Non
Interest-Bearing Borrowing

AA=ZFH FZA=+H—H
30 June 31 December
2005 2004
(R 8% B) (REHF%)
(Unaudited) (Audited)
T#x T
HK$’000 HK$°000

BRI Loans repayable:
— AR A B A B K Within one year or on demand 2,180,687 3,245,885
AR In second year 180,265 -
BERBERAE (FRMECHTENR) In the third to fifth years, inclusive 632,470 -
AL - Beyond five years 164,717 -
3,158,139 3,245,885
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16.

17.

PR 2 S AT B8k B JU A S B 1R
K )

R 5 A s M 5 1 % [ I TS R
Z 25 ] (BEE1) » B A< 4 E R
A H KRR RINE K RE T
R > WA AR I JE R R R Ay
AW A AL ED
TEA RN O P R GE RN
HlE TR AN B PR 5% oA 48 <F =44 i 22K B
IRF i 4 B0 ) > BRI > A R A Y 4R
= H =+—H Z&#,662,483,000
oD TES DR B IE R & E
HNZ [ERITER T 5
WME AAEIE N 2 TR RAT B
Hopth g BB o

B EERAEANA=ZTH BR
R O R % AR A B
BB AR R R A R AR
B

16. Interest-Bearing Bank Borrowings and Other Non

Interest-Bearing Borrowing (continued)

A loan borrowing of HK$662,483,000 as at 31 December 2004 have
been restated to reflect the reclassification from “Interest-bearing
bank borrowings” under non-current liabilities to “Interest-bearing
bank borrowings and other non interest-bearing borrowing” under
current liabilities in accordance with HKAS 1 “Presentation of Financial
Statements” (note 1(a)) which requires the Group to reclassify it
under current liabilities as the Group was unable to comply with an
undertaking under the long-term loan agreement as at the balance
sheet date notwithstanding the Group had subsequently obtained
from the lender a waiver from compliance of that undertaking and
the lender confirmed not to demand loan repayment due to such

non-compliance incidence.

As at 30 June 2005, the related current liabilities and non-current
liabilities of this loan borrowing have been presented in accordance
with the repayment period because the undertaking is complied with

properly.

CEAT B AR 17. Issued Capital
ANZ+TH +ZA=+—H
30 June 31 December
2005 2004
(R B HB) (KEH)
(Unaudited) (Audited)
T#x T # 7T
HK$’000 HK$°000
5 A Authorised:
2,000,000,000/% 2,000,000,000 ordinary shares of
A 1% T (B 136 T 2 3 8 i HK$1 each 2,000,000 2,000,000
OB AT AR i 0 - Issued and fully paid:
1,060,519,774f% 1,060,519,774
(ZFE4E 1,049,519,774K) (2004: 1,049,519,774)
I I TR 1988 G 2 o ordinary shares of HK$1 each 1,060,520 1,049,520

WA T > R A 2%\ R I R S AT
i1 48 b AN R AT (0 15 49 e 37 T
FE1711,000,000 % F: i 191 (B 195 T 1)
LG A R A =
33,000,000% 7C (K 7FH#H) - E 4T
R TR HE W5 T B BRI A R R R e
5,500,000 JC [K] I 75 587 70 4 2 1 40y
T B AR o
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During the period, 11,000,000 ordinary shares of HK$1 each were
issued for cash at an exercise price of HK$3 per share pursuant to the
exercise of the Company’s warrants for a total cash consideration,
before expenses, of HK$33,000,000. The warrant subscription reserve
of HK$5,500,000 attaching to the exercised warrants was accordingly

reclassified into the share premium account.
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17. Issued Capital (continued)

A summary of the transactions during the period with reference to

the above movement in the Company’s ordinary share capital is as

follows:
AT R A 2% £ 55
%H )39 JBe Ay i #81

Number of Issued and Share At
shares in issue fully paid premium Total
(REEN) CREEK)  CREER)  (REEK)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
T#c T oo T c
HK$°000 HK$°000 HK$°000
W oEERF—H—H At 1 January 2005 1,049,519,774 1,049,520 2,705,398 3,754,918
BT 1 38 B B Warrants exercised 11,000,000 11,000 27,500 38,500
RoZZHEAA=ZTH At 30 June 2005 1,060,519,774 1,060,520 2,732,898 3,793,418

WA B > 11,000,00015 78 A% HE 75
T3 8> 4% B3 I 336 o0 2 B A S ¥ 4 T
T {H 1% 7T 22 11,000,000 /8 % 70 A% o
R oEERAENAZTH AN
1 80,878,226M RATH 2 5B HERE -
MR AR 5 BLRE 2 B A 45 1> il &
T A7 {5 5% 45 w0 B A 5% > B fr A Ah g8
1780,878,226 % 4 B 1fi {195 o0 2 %
o

BN 1R 5

0 ARF B B A ol A A 4 0 3 24 B
ANBZBZEWT:

During the period, 11,000,000 warrants were exercised for 11,000,000
ordinary shares of HK$1 each at a price of HK$3 per share. At 30 June
2005, the Company had 80,878,226 warrants outstanding. The exercise
in full of such warrants would, under the present capital structure of
the Company, result in the issue of 80,878,226 additional shares of
HK$1 each.

18. Related Party Transactions

Compensation paid and payable to key management personnel of

the Group was as follows:

BREAH=ZTHIEAMEA

For the six months ended 30 June

2005 2004
(REHB) (RRRHFZ)
(Unaudited) (Unaudited)
T#x T
HKS$°000 HK$’000
R B AR A Short term employee benefits 6,789 5,794
R AR A FI Post-employment benefits 302 299
7,091 0,093
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19. J B& 4% 91

(a) B EEmBE

(b)

(c)

UL B < L By A 31 0 R L A
AR E G BB A A I E)
ST 2 FAE 2 AR o A SR 2 B
B o R L A v B
HB TR AEA BRI E 5 Bl
% R 2R SR AT B 2 ] BUAS-F
i o PR ML SRAT LV A 22 PR
FIHZ e

15 B B

5 BB 115 R A 4R 1 HL o — (i
%5 OR e AE 2 I S EOR -
oA HE i T A TR A SE R
(TR %S - RIRT R R
PR - A G BT A 2 1R
B WU AR & S AT A B
3 AT DA B BEUHC A & 3% N RT S
B o3 4 22 BE (g ) DA B
(RN

S B

A5 T B 45 < i T ELE (2 48
S B SR [ [ A1 T % 5 ) i
W R T A 2 JE B o
AL ] DL 5 WO R )
% 5 TR ) A0 R R B JE B o
AEEPH A ERTE H
HEARK (BHAUETH
T {E 2 SRAT B G 43) 7T A
R ok NR¥FExz
ME 25 5 88)) i A7 T 2 8 o A s
J6 Be N R[] o BEL 58 O b 84 >
AR S [0 SIS Y U T 55 i B
EDNE I

20. B4 £ 4l

19. Management of Risks

(a) Liquidity Risk

(b)

(c)

Liquidity risk is the risk of not having access to sufficient funds
to meet the Group’s obligation as they become due. The
Group’s funding for treasury activities are monitored by a
Central Treasury at the corporate level. Its objective is to
maintain a balance between the continuity of funding and the
flexibility through the use of bank loans. Banking facilities have
therefore been put in place for contingency purposes.

Credit Risk

Credit risk is the risk of economic loss resulting from the failure
of one of the Group’s customers to make payment when due or
in the case of equity investments, the loss in value resulting
from a corporate failure. The Group mitigates credit risk by
utilising detailed credit policies, undertaking credit analysis on
potential customers and where applicable, establishing risk
sharing arrangements with other partners.

Foreign Currency Risk

Foreign currency risk is the risk of incurring a loss in the value
of a financial instrument or a loss in the Group’s investments as
a result of changes in foreign currency exchange rates. The
Group manages its foreign currency trading risk with trading
policies and close monitoring of adherence to such policies.
The Group has significant investments in PRC and its balance
sheet, including a portion of its bank loans denominated in
USD, can be affected by movements in the RMB/HK$ and RMB/
USD exchange rates. As both the HK$ and RMB are pegged to
the USD, the Group does not expect significant movements in
the exchange rates.

20. Contingent Liabilities

AA=Z+TH TZH=+—H
30 June 31 December
2005 2004
(RBEB) (BER)
(Unaudited) (Audited)
T# 75 T T
HKS$°000 HK$°000
WA 1B = HE 2 A B8 — M at 1¢0)Gin) Bills discounted with recourse
- note 1(c)(ii) - 282,778
SRATIEMR Bank guarantees 25,724 15,501
25,724 298,279
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22.

G ¥

R oEELFANA=ZTHAREHE
Z I ERAT B 5K526,909,000 % 7T LA
HPESRATAE 3K 659,834,000 TG AE £
[F] 7 KA 45 AR

MoBENEF A=+ B A
SE 1 2 4RAT K 7,500,000%5 76 LA IR
8 ¥ (B 47 75 11,250,000 76 2 A 48
9] L 1 it B 5 AR A

BEAHZIZHE
(a) TEZH B2 A

AL F AR R AL A A AR
Yy 3 A > LA Rk — B E
P JH B8 1 4> I B R T 3
T UL 7T A A

W EFEERFEANA=ZTHR
PR L 5] 55 2 A AT 2 0
FH & » A< 42 [ R A e b M Wi 2
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21. Pledge of Assets

At 30 June 2005, the Group’s short term bank loans amounting to
HK$526,909,000 were secured by fixed charges on foreign currency
bank deposits of HK$659,834,000.

At 31 December 2004, a bank loan of the Group amounting to
HK$7,500,000 was secured by the Group’s leasehold land and
buildings, which had an aggregate net book value of approximately

HK$11,250,000.
22. Operating Lease Arrangements
(a) As lessor

The Group leases its investment properties under operating
lease arrangements. The terms of the leases generally also
require the tenants to pay security deposits and provide for
periodic rental adjustments according to the then prevailing

market conditions.
At 30 June 2005, the Group had total future minimum lease

receivables under non-cancellable operating leases with its

tenants falling due as follows:

ARZ+H FZA=+—H

30 June 31 December

2005 2004

(R 88 % B) (R HF %)

(Unaudited) (Audited)

TF#x Tt T

HK$’000 HK$°000

—IER Within one year 22,022 12,774
BoRERE (FRMECEAEN) In the second to fifth years, inclusive 40,348 26,802
62,370 39,576
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22. BEBMBPZLHE )

(b) 1EL KM A (b) As lessee
AL AR WA B 2R LR
EHAEM - FEEAAFNR
H=1 B BT &
A A R AR b E A

falling due as follows:

22. Operating Lease Arrangements (continued)

The Group leases certain of its office properties under operating
lease arrangements. At 30 June 2005, the Group had total future

minimum payments under non-cancellable operating leases

ZHEWT:
AA=Z+TH TZH=+—H
30 June 31 December
2005 2004
(R B #%) (BFEZ)
(Unaudited) (Audited)
T# 5 T i T
HKS$°000 HK$’000
— 4R Within one year 27,145 52,722
FBoRFEHE (HREWFREEEN) In the second to fifth years, inclusive 57,848 62,597
AL B Beyond five years 66,334 62,306
151,327 177,625
23. R 23. Commitments
ARZE+HH FZAZ+—H
30 June 31 December
2005 2004
(RBEB) (BFE)
(Unaudited) (Audited)
T# 5 T c
HKS$°000 HK$°000
() BEARKISE: (a) Capital commitments:
B AT 40 1H K B £ Contracted, but not
provided for 971,837 756,630
EREHRTTH Authorised, but not
contracted for - 14,009
971,837 770,639
(b) &MTH: (b) Financial instruments:
7 1 A1 e A 40 Foreign exchange forward
contracts 407,261 -
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23. Commitments (continued)

The notional amounts of these instruments indicated the volume of
transactions outstanding at the balance sheet date. They did not

represent amounts at risk.

24. Comparative Amounts
Due to the adoption of the new and revised HKFRSs for the current
period, the accounting treatment and presentation of certain items
on the condensed consolidated financial statements have been
revised to comply with the new requirements.

25. Approval of the Interim Financial Report
The condensed consolidated interim financial statements were

approved and authorised for issue by the board of directors on

22 September 2005.
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OPERATIONS REVIEW

Automobile Division

The Automobile Division distributes a portfolio of premium brands in
Northeast Asia. The division distributes: Mercedes-Benz in Mainland
China; Mercedes-Benz and Porsche in Korea; Mercedes-Benz, Chrysler,

Jeep and Smart in Taiwan; and Mercedes-Benz in Vietnam.

The Automobile Division delivered a strong performance during the
period under review. Turnover increased by 31%, driven by good volume

growth in both Mainland China and Korea.

Mainland China

During the period, we continued with our strategy of developing our
sales and after-sales network in the Northern and Eastern regions of
Mainland China. This strategy being part of our ongoing re-positioning of
the business as a strong dealer business aims to capitalize on the growth
in the market and changes in structure of the automobile distribution and
retail industry following the introduction of the new Brand Management
rules. New facilities were opened in Wuxi, Suzhou, Ningbo, Nanjing and

Fuzhou and we now have a network covering 30 cities.

Our unit sales in Mainland China were up 34% over the same period of
last year, reflecting the successful introduction of a new niche model, the
CLS and the successful run-out of the current S-Class and M-Class models

in preparation for these new model launches in the 3rd quarter of 2005.

We continue to believe that the opportunities presented by Mainland
China’s car industry are enormous. Chinese vehicle sales have grown at
an annual rate of more than 22% over the last ten years, making Mainland
China easily the fastest growing market in the world. This growth is
forecast to continue with The Economist Intelligence Unit forecasting
Chinese car sales to almost triple in size over the next ten years to 6.9

million units by 2015.

Whilst clearly much of this growth will be for domestic produced
vehicles, we anticipate a thriving premium foreign brands’ segment as
continuing to represent an important market niche. With the strong
product line up and brand recognition, Mercedes-Benz will be a major
player in this segment. The launch of the all-new S-Class in the second

half of the year is expected to boost market awareness and sales.
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Turnover from after-sales operations increased by 43% over the
corresponding period last year and made an increased contribution to the
segment’s profitability. The increase in this activity reflects the growth in

the vehicle parts.

Taiwan

The automobile market in Taiwan has sustained strong double-digit

growth during the first half of 2005.

Our associate importer/distributor company, Daimler Chrysler Taiwan
Limited achieved 18% growth in volumes with the E-Class Mercedes and

the Chrysler range being the main contributors.

Our retail business, Capital Motors Inc. (“CMI”) increased volumes by 4%,

with Chrysler sales up strongly albeit from a small base.

For both the distribution and retail businesses, Mercedes-Benz brand
sales were adversely impacted by strong growth in gray market imports,
which account for approximately 50% of the total Mercedes-Benz brand

sales in Taiwan.

Vehicle margins were down mainly due to the run-out of the current
Mercedes-Benz S-Class in anticipation of the new model launch in the 3rd

quarter of 2005.

CMI continued to upgrade its showrooms in order to enhance brand
positioning in the premium car segment. Renovations at two of the three
showrooms in Taipei have been completed. Refurbishment at another
unit in Ming Sheng Road is due to be completed in September 2005, along

with a new Autohaus in Taichung.

Korea

The Korean economy has been characterized by a strong export sector
and relatively weak domestic demand. However, recent signs indicate a
strengthening in domestic demand. The Korean import car market grew
from 10,660 to 12,930, representing an increase of 21% on the corresponding
period last year. Mercedes-Benz achieved a 14% share of this imported
vehicle market with the Group’s subsidiary, Han Sung Motors Co Ltd

contributing 60% of the Mercedes-Benz volume.
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Our unit sales increased by 19% and overall turnover increased by 16%.
This was contributed in part by a relaxation of Government policy last
year through the reduction of Consumption taxes from 5% to 4% for
imported cars with engine capacity of 2000 cc and below and from 10%
to 8% for those over 2000 cc. This reduction has now been extended to
31 December 2005. Furthermore, sales volume increased with the opening
of the new Daechi showroom last year and aggressive promotional
activities being carried out this year in conjunction with our 20th

Anniversary to maximize brand awareness and after sales.

The launch of the new Mercedes-Benz S-Class is expected to boost sales

during the second half of the year.

The 7-storey Porsche Tower has recently been opened and is already
enhancing brand recognition. This coupled with the consolidation of the
Porsche management team and the launch of the Cayman is anticipated to

result in significant growth for the Porsche brand in the Korean market.

Vietnam

Demand in the new market of Vietnam continued to rise and the Group
has opened its first Mercedes-Benz dealership in Ho Chi Minh City with
an integrated Autohaus facility, offering sales, parts and service capabilities.
The Group looks forward to generating further sales in the latter part of

the year.
Machinery Division

The Group’s Machinery Division is one of the largest hydraulic excavator
dealership in the world and distributes a wide range of Caterpillar

products.
Mainland China

Total revenue increased 3% against the corresponding period in 2004. The
reduced growth reflects the impact of the macro-economic controls
during 2004 on infrastructure development. Machine sales were down
11% in unit terms, however our market share improved from 12% to 19%
aided by the positive response from the market to the launch of a
financing program in conjunction with Caterpillar finance. Engine sales
increased by 4% and customer support revenues achieved double-digit
growth reflecting the growth in the machine population and higher

operating hours.
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We continue with our strategy of strengthening our customer support
capability with two new branches in Jining and Linyi in Shandong
Province now in operation. The implementation of the 6 Sigma Caterpillar
worldwide quality program is progressing well with both efficiency and
service quality benefits being realized. We see the extensive network and

high quality customer service capability as a key competitive advantage.

Taiwan

Our Machinery business in Taiwan has shown strong growth in revenues
in the Machine, Power Systems and Customer Service Divisions being
achieved through focused sales strategies, upgrading service capability
and extending and upgrading the branch network. The Shanhua facility
was renovated; a new office opened in Hsinchu and a property has been

acquired for a new expanded facility in Taichung.

We go into the second half of the year with a strong order book and the
10 new major infrastructure projects being launched by the Taiwanese

government are anticipated to drive sales into the next year.

Property Division

The Property Division of the Group is engaged in quality property
development and investment in the major Chinese cities of Beijing and

Shanghai.

Mainland China

The property market in Mainland China is starting to show signs of
slowing down as a result of the Government’s measures to cool down this
sector. A series of measures were introduced at the beginning of 2005,
including business tax ranging from 5% to 5.5% on mid-scale properties
sold within two years and for luxury properties, the same tax rates apply
regardless of the period held. Mortgage ratios were also decreased for
buyers of multiple properties. As a result of these new policies, by the
second quarter of the year, property prices in the 35 leading cities grew
by only 8%, as compared to 10% in the first quarter of the year and 11%
in the last quarter of 2004. Despite the slowdown, the long-term outlook

for the property sector in Mainland China’s major cities looks strong.
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Phase I of Starcrest, a mid-scale residential development in Beijing aimed
at the middle and upper income groups, received warm market response
and only two units remain unsold. In June 2005, the sale of 806 car park
spaces at the Starcrest Phase I site was completed. Pre-sales for Phase 11
apartments have been excellent, with 745 units sold. Phase 1II is anticipated
to be completed in the middle of 2006. The Group is in the planning
stages for Phase III of the development and expects to obtain Planning
Certificate and Construction Commencement Permits by the middle of

next year.

“Lei Shing International Plaza” is the Group’s major residential, commercial
and retail development on Yan An Xi Road in Shanghai. Pre-sales of the
residential part of the property have commenced and very strong response
has been recorded, with 95% sold and only 11 units remaining. Physical
completion of the project is expected by the end of the year and the sales
would be accounted for in 2006 on the transfer of ownership in accordance

with the new HKAS 18.

With respect to our investment in a major commercial development in
Beijing, progress is ongoing with the site is expected to be ready for

construction work to begin in early 20006.

In consideration of the long-term growth potential of the property sector,
the Group is committed to developing quality projects in Mainland
China’s leading cities and is also looking to develop a property management

business.
Trading Division

The Group’s Trading Division specializes in wood-based products, watch
components and fertilizer trading and has operations based in Hong Kong

and Singapore.

The Trading Division’s external sales increased by 30% with growth in

wood-based products being the main contributor.

Although the wood products market was very active in Mainland China
the market was very competitive. Margins were squeezed as escalating
fuel prices brought ocean freight costs to unprecedented highs. The
continuing weakness in prices for finished wood products has meant that

round log prices remain stagnant.

Watch component sales were weak amidst difficult market conditions.
With the opening of Hong Kong Disneyland and the expected growth in
the number of tourists, it is anticipated that sales will pick up during the

rest of this year.
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Demand for fertilizers dropped in the first half of the year due to a
prolonged period of drought and an acute shortage of plantation labourers
in Malaysia. With considerable oversupply in the market, demand and

sales are expected to remain lacklustre for the second half.

Trading conditions have been adversely impacted by Mainland China’s
measures to correct its overheated economy and slower growth is
expected in the second half of the year. Trading activities have also been
affected by the rising oil prices and general global instability. The
potential for growth in South East Asia remains strong and considerable

effort is being put into growing our business in this region.
Financial Investment and Services Division

The Group’s Financial Investment and Services Division activity
encompasses securities brokerage, share and foreign exchange trading,

term loan and automobile financing.

Performance in the securities brokerage business has been adversely
impacted by increased competition and by low daily average volumes for

the Hang Seng market.

The share and foreign exchange trading activity had a poor first half with

results impacted by significant negative mark to market adjustments.

The loan portfolio continues to grow and first half results benefited from

increasing HKD interest rates.
FINANCIAL REVIEW
Liquidity and Financial Resources

The Group’s financial position remains sound. At 30 June 2005, the
Group’s shareholders’ funds increased to HK$5,181 million as compared
to HK$5,023 million at 31 December 2004.

At 30 June 2005, the Group’s total banking facilities stood at HK$7,836
million (31 December 2004: HK$7,947 million) of which term loans
amounted to HK$1,570 million (31 December 2004: HK$1,882 million).
The reduction in borrowings for the period reflected a reduction in
working capital, particularly on inventory in Mainland China, offset by
ongoing investment and capital expenditure for business expansion. The
Group has sufficient financial resources and adequate banking facilities
to fund its ongoing operations, including capital expenditure in the

second half of 2005.
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The maturity profiles of the Group’s term loans are:

Within one year HK$593 million
In the second year HK$180 million
In the third to fifth years, inclusive HK$632 million
Beyond five years HK$165 million
Gearing

At 30 June 2005, the Group’s gearing ratio measured on the basis of total
debts to equity was 61% against 65% at 31 December 2004 with the
reduction due to significant reductions in working capital. Finance costs
for the period ended 30 June 2005 were covered 3.5 times by EBITDA
(including the jointly-controlled entity and associates’ results) as compared

to 6.8 times for the period ended 30 June 2004.

Capital Structure

During the period, 11,000,000 ordinary shares of HK$1 each were issued
for cash at an exercise price of HK$3 per share pursuant to the exercise
of the Company’s warrants for a total cash consideration, before expenses,

of HK$33 million.

Interest Rates and Foreign Currency Exposure

The Group’s financing and treasury activities are monitored by a Central
Treasury at the corporate level. The Central Treasury structures to match
the tenure of its borrowings with its assets and liabilities. The Group also
aims to minimise its risks of currency exposure in its Trading and
Distribution businesses by matching the currency of importing with the
selling currency and buying forward, through hedging mechanisms,

where appropriate.
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PROSPECTS

Looking forward the Group is optimistic on the prospects for all its core
businesses. Within the Automobile Division, in Mainland China, further to
the PRC Government’s new Brand Management Policy, we are pro-
actively re-positioning the business as a retail business and working
closely with DaimlerChrysler on the transfer of the operations of our
Regional Distribution businesses to the new General Distributor. Across
all our Automobile operations we are confident that new product launches,
particularly the new S-Class will enhance our performance and market

position.

The Machinery Division is well positioned in both the PRC and Taiwan
markets. Outlook for this Division is promising as we continue to expand
our service network, enhance our service and sales capabilities with

training programs and innovative sales.

Similarly, we are well positioned in the Chinese Property market with our

existing projects in the major cities.

Mainland China’s positive economic growth and political stability will
support business investments and consumer demand, albeit at a more
controlled pace with the Government’s macro-economic measures in
place. The Group will be cautious on new projects but will continue to
invest prudently in Mainland China for the future, particularly in the

automobile, property and machinery businesses.

In addition, the Group is looking at prospects within Asia for the

expansion of its core businesses.

Internally, the Group conducts periodic reviews on its processes to
streamline, improve and upgrade its systems and human resource. The
remaining months of 2005 will prove to be challenging for the Group. The
Board remains confident that the Group has the resources, financial and

otherwise, to face these challenging times.
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EMPLOYMENT POLICY

The Group has a professional and motivated workforce. It provides
competitive remuneration packages to attract and retain the high quality
employees that are an important ingredient in its continuing success. The
Group’s policy is to ensure rewards levels are market competitive. We
evaluate our remuneration policies to ensure they are competitive. As
part of an annual review of remuneration, we pay a discretionary bonus
that reflects the performance and contribution of each staff member. The
Group also provides additional benefits including medical insurance and,
if any employee so chooses, an alternative retirement benefit scheme to
the Mandatory Provident Fund. The Group is also active in training and
development at all levels to ensure employees have the necessary skills

and knowledge to fulfill their responsibilities in a professional manner.

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

At 30 June 2005, the interests of the directors in the share capital and
underlying shares of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO”)), as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”),

were as follows:

1. Long position in ordinary shares of the Company

B 46 7 B B S ~ 50 B 2
Number of shares held, capacity and nature of interest
ik R
B 1 G £6)
R JB A A B
HETAE FRHH  EBRTEN Percentage
¥ Through Xl of the
Directly spouse or Through  fi#tZ&A Company’s
RS beneficially minor  controlled Beneficiary Bt issued
Name of director owned children corporation of a trust Total share capital
WHEH Wit

Lim Mooi Ying, Marianne Note - - 60,000 - 60,000 0.006
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AR 2 ) B B HE 2 2. Long position in warrants of the Company
3 5 A 3 JB R il S H ~ 5 B B g 1
Number of warrants held,
capacity and nature of interest
2 08 L 1S %
A AR
ThFf BEZEW
HRERES Through K ¥ ]
Directly  spouse or Through fF#t%Z&A
[ 3 ES beneficially minor controlled Beneficiary
Name of director owned children corporation of a trust
ISR it a2
Lim Mooi Ying, Marianne Note - - 12,000 -
Wit s R A A I SRR IR HE R 2 8 Note: The corporate interests in these shares and warrants are held through
HE 75 B Westwood Management Westwood Management Limited, of which Ms Lim Mooi Ying, Marianne
Limited #§H > MM EH L 15 is a controlling shareholder.
%A T Z PEREROR -
i B At ) 3. Share option scheme

AAFR—NIEHFANA Z+HH
Pz B e R (Tazet#) 12
AT ERE AR A1 H JE
fE SR AN AR R R R A — P i
e HE > e JFL BT A Aok Ak B A S T 4R
H 2 BT A PR 2 AT AT AR A e
Zal B RO RAL AR Z —FF
VO A4 P 4 > AR 2\ E AR BE R
1 T S R B R SRR
o MBS 2y A By o U H & AR
ANA =4 H IR SE A WIH - 452
P 2 AT B i R AT o 8 P 5 )
Z DU R 3

The share option scheme (the “Scheme”) of the Company, being
adopted on 25 June 1997, expired on 24 June 2002. Despite the fact
that no further options may be granted under the Scheme, all its
terms will remain in force to govern the exercise of all options
previously granted. The terms of the Scheme were disclosed in the
Company’s 2004 Annual Report. The Company has granted certain
directors and employees of the Company options under the Scheme
to subscribe for 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 2005 are set out below:
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SR B0y Ko M B Be 4y 2 B 23 DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (continued)

(%)

3. B HESTE )

3. Share option scheme (continued)

T B o

Number of share options

RN
R 2Z B

ZERAAE ZERHA Price of the
SHREELLEN —A—H Mwks AR=1H Bl I IR HE AT B 4 Company’s
Name or At Lapsed At 173 =ik ] 6 I 2 45 B 0 Exercise shares at
category of 1 January during 30 June Date of grant of Exercise period price of grant date
participant 2005  the period 2005  share options of share options share options of options
#T iy
HKS$ HKS$
H
Directors
Bl 500,000 - 500,000 2-8-1997 1-9-1999 to 31-8-2007 5.8 7.75
GAN Khian Seng 200,000 - 200,000 24-1-1998 31-1-2000 to 30-1-2008 6.00 7.45
B K4 L 500,000 - 500,000 2-8-1997 21-8-1999 to 20-8-2007 5.89 7.75
YONG Foo San, JP 200,000 - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 7.45
HBREE 500,000 - 500,000 2-8-1997 2-8-1999 to 1-8-2007 5.8 7.75
HARMS Volker Josef Eckehard 200,000 - 200,000 24-1-1998 24-1-2000 to 23-1-2008 6.00 7.45
WEH 500,000 - 500,000 2-8-1997 2-8-1999 to 1-8-2007 5.89 7.75
LIM Mooi Ying, Marianne 200,000 - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 7.45
2,800,000 - 2,800,000
Jofb i H A 3,103,000 - 3,105,000 2-8-1997 (Hit) (Note) 5.89 7.75
Other employees in aggregate 2,146,000 - 2,146,000 24-1-1998 (fff#) (Note) 6.00 7.45
5,251,000 - 5,251,000
8,051,000 - 8,051,000

BiFGE - 5% 2 W TBORE T R N SR
BN A AR 2 He A I
S T AR R T\ AR I B IR AT -

B b SCH B 5R AL i R R AR
ANAZH B A AN A B
AT Ay AR B T 2 i A A B B A7
o A A ] AR A A O % 11 56
35215k Bl AE 7B RL R % I BT 8 2 8
FC A S AT ] AR 5 57 e < R ZHU R A
AN A
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Note: 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 above, as at 30 June 2005, none of the directors had

registered an interest in the shares and underlying shares of the

Company or any of its associated corporations that was required to

be recorded pursuant to Section 352 of the SFO, or as otherwise

notified to the Company and the Stock Exchange pursuant to the
Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ interests in shares and
underlying shares” above, at no time during the period were rights to
acquire benefits by means of the acquisition of shares in or debentures of
the Company granted to any director or their respective spouse or minor
children, or were any such rights exercised by them; or was the Company
or any of its subsidiaries a party to any arrangement to enable the

directors to acquire such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

At 30 June 2005, the following interests of 5% or more of the issued share
capital and warrants of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section 336 of
the SFO:

Long positions

A 2

C#fT
56 % A JB By 4 B AR
HE 2 T B HmB Y H Percentage of B H
Capacity Number of the Company’s Number
%W and nature ordinary issued share of warrants
Name of interest shares held capital held

Victon Investment Limited % X DN

Beneficially owned 235,282,761 22 47,056,551

Amerdale Investments Limited

Beneficially owned

Wi b SR $E 5F  K C O B R
Ji 453 e AR IR e 43 2 M 2 | A1 2 — A 8
EEMRI R FFRAEANA=TH
7 AT AT N T % i I K 6 e 2R
330615k B L 7E > T B A8 5 R A AR 2 | i
173 A Bl BB A7 2 HE 2 IR

&% XN
205,271,883 19 -

Save as disclosed above, as at 30 June 2005, no person, other than a
director of the Company, whose interests are set out in the section
“Directors’ interests in shares and underlying shares” above, had registered
an interest or short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section 336 of the
SFO.

2005 Interim Report &% AR Fp

53



54

Lei Shing Hong Limited #4745 A #H)

Jie S~ DB Ik i A AR 2 W) Bl

i 27

\

m-%
%

ESEE FNY

) L R B 2 ) MR A [l A B
1~ [ @Ztlj AAFZ EHRES-

Ay SRRy BR VAR Pt 2 i BEST >
AAFRBE ZZREASA=Z1+HIE

AN A ] 2 — RN A S A

o Bt

ARy m) BRI B Bk Y (A SE iR
WRLSFRD (TR SEER AL hali 2z

ST RIS

(1) FHHEXA2.1

BE S HI B E = AT BUR R
4 A A > N — AT

AL o

EHRRM

TR 0 B e

A Se 2R ) RS AT » BESE A — L
FARFEZHAH Z+HF HIMARLTA
HRERGREHZEEFZAFEMANA
LB AT i A AR 0 T HE S AR
A e AR I A T B T AR T Y R
MM TAE-ERHR L BRAL A

LNy FANE= S

ﬁi%“t&miﬁlfﬁ’ﬂﬂlﬁtﬁ%

TR RE 8 T R BLAT I

BB

[ 8k 3 1) 23 T o B S A A B
AT A o S A A T — B

L EV T
f th 22 B i 2 A5 -

2005 Interim Report —ZFZ FAF o 1

B K A R

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or

sold any of the Company’s listed securities during the period under

CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the directors, the Company complied with the code
provisions of the Code on Corporate Governance Practices (the “Corporate
Governance Code”), as set out in Appendix 14 of the Listing Rules of the
Stock Exchange of Hong Kong Limited during the six months ended 30

June 2005, except for the following deviations:

(1) Code Provision A.2.1

This Code stipulates that the role of chairman and chief executive
officer should be separate and should not be performed by the

same individual.

The roles of the chairman and chief executive officer have been
performed by Mr Gan Khian Seng (“Mr Gan”). Mr Gan joined the
Board on 22 February 1996 and he has been appointed as the
Managing Director of the Company since 8 April 2002. Mr Gan is in
charge of the overall management of the Company. In the opinion
of the directors, as the Company is a holding company with all
substantial operational and managerial work performed by its
subsidiaries, the division of responsibilities between the chairman
and the chief executive officer is not necessary. The Board
believes that this structure is conducive to strong and consistent
leadership and enables the Company to make and implement

decisions promptly and efficiently.
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CODE ON CORPORATE GOVERNANCE PRACTICES

(continued)

(2) Code Provision A.4.1

This Code stipulates that non-executive directors should be

appointed for a specific term and subject to re-election.

The term of office for non-executive directors are the same as for
all directors, that is, no specific term and subject to retirement from
office by rotation and be eligible for re-election in accordance with
the provisions of the Company’s articles of association. At each
Annual General Meeting, one-third of the directors for the time
being, or if their number is not three or a multiple of three, then

the number nearest to one-third, shall retire from office.

(3) Code Provision B.1.1

This Code stipulates that the Company should establish a

remuneration committee with specific terms of reference.

The Company has established a remuneration committee only after

the Interim Board Meeting on 22 September 2005.

REMUNERATION COMMITTEE

A Remuneration Committee has been established by the Board of the
Company on 22 September 2005 in accordance with the requirements of
the Corporate Governance Code. The Remuneration Committee comprises
two independent non-executive directors, namely Mr Fung Ka Pun and Mr
Hubert Meier and one non-executive director, Mr Victor Yang. Mr Fung Ka
Pun is the Chairman of the Remuneration Committee. The Remuneration
Committee is responsible for advising the Board on the remuneration
policy of the Company’s directors and senior management, as well as
reviewing and determining the remuneration of all executive directors
and senior management with reference to the Company’s objective from

time to time.
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NOMINATION COMMITTEE

A Nomination Committee has been established by the Board of the
Company on 22 September 2005 in accordance with the requirements of
the Corporate Governance Code. The Nomination Committee comprises
two independent non-executive directors, namely Mr Fung Ka Pun and Mr
Hubert Meier and one non-executive director, Mr Victor Yang. Mr Fung Ka
Pun is the Chairman of the Nomination Committee.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the Company’s code of
conduct for dealings in securities of the Company by the directors. Based
on specific enquiry of the Company’s directors, the directors have
complied with the required standard set out in the Model Code throughout

the accounting period covered by the interim report.

POST BALANCE SHEET EVENT

Mr Lam Kwong Yu has been re-designated from an Executive Director to
a Non-Executive Director of the Company with effect from 4 August 2005.
Mr Poh Yeow Kim Lawrence has been appointed as an Executive Director

of the Company with effect from 22 September 2005.
AUDIT COMMITTEE

The Board of the Company has formed an Audit Committee to review and
monitor the financial reporting process and internal control of the
Company. 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 interim financial statements for the six months
ended 30 June 2005. The Audit Committee of the Company currently
comprises two independent non-executive directors, Mr Fung Ka Pun and
Mr Hubert Meier and one non-executive director, Mr Victor Yang. Mr Fung
Ka Pun is the Chairman of the Audit Committee.

By Order of the Board

Lim Mooi Ying, Marianne
Company Secretary

Hong Kong, 22 September 2005

As at the date of this report, the Executive Directors of the Company are
Mr Gan Khian Seng, Mr Yong Foo San, Mr Volker Josef Eckehard Harms,
Ms Lim Mooi Ying, Marianne and Mr Poh Yeow Kim Lawrence. The
Non-Executive Directors are Mr Christopher Patrick Langley, Mr Victor
Yang and Mr Lam Kwong Yu. The Independent Non-Executive Directors
are Mr Fung Ka Pun, Mr Hubert Meier and Mr Alan Howard Smith.









