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To enhance our competitiveness, we have continued to rationalize
our operations to control costs and streamline the group structure.
This process has seen us consolidate much of our manufacturing and
divest non-core businesses, including the disposal in March 2006 of
the entire 50% stake in Clipsal Asia Holdings Limited ("CAHL") by
CIH Limited ("CIHL").

This process of rationalization, which is strengthening our
competitiveness, will accelerate in the current financial year. At the
same time, we will continue to invest in technololgy, brands and

global distribution.

Financial Performance

Turnover for all divisions decreased by 6% while consolidated turnover
declined by 8%. Profit attributable to shareholders declined by 6%
to HK$61.7 million. The decrease was caused partly by our Group opting
for better quality business and partly by divestment of non-core
businesses. Basic earnings per share decreased by 7% to 11.23 Hong
Kong cents, and the Board of Directors has proposed a final dividend

of 3.0 Hong Kong cents, unchanged from the previous financial year.

GP Industries Limited

The Group's 87.0% owned industrial investment arm, GP Industries,
experienced a decline in overall turnover of 5% for the financial
year. Profitability also declined, partly owing to the disposal in the
financial year 2004/05 of Jiangsu Toppower Automotive Electronics
Co., Ltd., which resulted in both a reduction in profit contribution
and lower exceptional income for the reported financial year. Profit
contribution from GP Batteries improved, and the loss from CIHL
excluding exceptional items decreased, owing to improved cost
control and the CAHL disposal.

Electronics Division
The Electronics Division of GP Industries reported a 4.5% decrease
in sales for the financial year when compared with the previous

financial year.

Sales from the electronics and components business were down by 5%.
The lower revenues were mainly due to a decrease in sales of car audio
products and other electronics products, following the Toppower
divestment in the previous financial year, since when the car audio
business has come to account for less than 5% of GP Industries' sales.

By contrast, sales of professional electronics products grew by 2%.
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Compounding the lower overall sales, we also faced high component
and raw materials prices, as well as the appreciation of the Renminbi,
which resulted in higher operating costs at our electronics subsidiaries
and components manufacturing business. As a result, profit before
interest, taxation and exceptional items (PBIT & El) from the electronics

and components business decreased by 27%.

Sales from the wire harness business decreased by 4%. Sales to the
US market rose strongly, but those to Japan decreased. Profit
contribution from wire harness subsidiaries increased by 6%.
The wire harness associates in China continued to face severe price
competition, although market conditions improved in the fourth
quarter. The cable associate, LTK Industries Limited, reported a sales
growth of more than 25%. However, profit contribution only improved
by 7% owing to record high copper prices. Overall PBIT & El contribution

from the wire harness and cable business improved by 12%.

Sales from the acoustics business were 4% lower as growth in the
US market was offset by declines in the European and Asian markets.
As a result, the acoustics business reported a loss before interest and

taxation and exceptional items.

CIH Limited

On March 15, 2006, CIHL completed the disposal of its entire 50%
interest in CAHL by way of a put option to its joint venture partner
Schneider Electric SA. The exercise price amounted to a total of
US$58.99 million, and after deduction of a retention amount, US$56.04

million were received in cash.

For the financial year, CIHL's continuing operations were mainly the
light fittings business. Market competition remained keen and raw
materials prices rose sharply. However, cost reduction measures
contributed to an improvement in operating results before exchange
differences and exceptional items. CIHL will continue to expand its

product range and invest in marketing and distribution development.

GP Batteries Group

Turnover showed a marginal decrease of 1% over the previous year,
while the consolidated profit before tax decreased by 5%. During
the financial year, GP Batteries recorded an exceptional loss of $$11.1
million, mainly due to further relocation of production facilities. Profit

after tax was $$13.6 million, compared to S$1.3 million for last year.
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Most of the products saw steady turnover, while gross profit margin
benefited from the cost-saving measures that have been implemented
across GP Batteries. GP Batteries maintained its strong market
position in Alkaline primary cylindrical and Nickel Metal Hydride
rechargeable batteries. For Lithium lon batteries, the relocation of
manufacturing facilities from Taiwan to Huizhou, China, is largely

complete and will improve the cost competitiveness.

Lighthouse Technologies

For the Group's Strategic and Technology Division, the LED superscreen
business of Lighthouse Technologies Limited continued to be the
main business. During the financial year, Lighthouse made further
progress in growing its market share in the rental market. It acquired
a 49% stake in a factory engaged in the manufacturing of LED display
screens, and the resulting vertical integration reduced costs and
increased competitiveness. It also lays the basis for the development

of products for the fixed installation market.

Outlook

The markets for the majority of our products remain in good shape
and the main challenge faced by the Group is in managing the highly
volatile material cost. The effort of passing on some of the increased
costs to our customers may affect our sales volume initially. The
rationalization of our operations that has been improving the cost
structure of our businesses during the last financial year will therefore

continue in the current financial year.

Following the disposal of its joint venture interest, CIHL is now
focused on its light fittings business. A privatisation has therefore
been proposed which, once effected, would reduce costs and

generate additional synergies.

We will continue to consolidate our manufacturing facilities to reduce
overhead where possible, to ensure that we remain competitive.
This is particularly important in the current environment of volatile
materials prices. The Group also faces the probability of a continued
gradual appreciation of the Renminbi. Interest rates will probably
stay high and we therefore will seek to reduce bank borrowings of
our existing operations. At the same time, we will selectively look
for opportunities for new investment that will contribute to faster
growth. In addition, we will consider further divesting non-core

businesses.

SEMABHERNE EBRIFTEE  mEL
EEERIARNESER  SEBEERE
BE oGP BH] —AMERBEEOREBS
BEHEERISTIHED - R AENER T
EMEEREEBZHEEMND KBGER @ 18
BEPRESILEMAARFEN ©
IR
B REBBNEEERRIAREERATZ
BR_BE(D)AEREEK - REFE » Kk
M XRERESHATSNEEEREM - kX
RHEBA —RLEDAR RERER 249% %

BIRGE MBS AT LUBIERA » RAFHE D - Bk
MEZREERETSATER -

RE

SEABOERNTEZFRRISRE - RAEA
T 09 £ R B D BB B BV RAT R AS -
i B ER O RABREEEEF  EETIHRE
FEHER KEEHEEITREER  KFHET
EBNRAERBECESRE  AEKREER
DRFESEERIRNERENITE -

CHIHESENRERE BRI EEIRE
REPARGER - At HASRHEERBESCHL
WAL ZETERNEER - KRS ARERA -
I BEIE — 5B B E R o

SEBEBRSLEERE  BRBOEERZ -
DRIERENHRFES - LEEE AR RER
RENERHRIET @ WREREER - ) £F
TNEMHARETEFHEN TN o HRAEH
HEEESE - USSR EBEM 2
RITEE - B - SESHEFTESHEERE
HE o IMREHIER - 5 KRETZEHE
HAIER TS -

BT (REBRLE « —Z2TH /' EXEFR

15



The Electronics Division of GP Industries expects further cost pressures
and will thus continue with cost control programs and product re-
engineering to reduce component and manufacturing costs. With
the automotive audio sector becoming a smaller part of the business,
the main focus will be on electronics and acoustics, including our

"KEF" and "Celestion" brands.

Lighthouse, meanwhile, will pursue opportunities in the fixed
installation segment as the greater vertical integration afforded by
the factory acquisition increases its competitiveness. We intend to

put more effort into growing the North American market.

The profitability of the battery market has been significantly affected
by surging Nickel and Zinc prices. We expect the demand for Alkaline
cylindrical and rechargeable batteries to be stable. We also plan
to expedite the development of more advanced battery products

so as to reduce our dependence on the lower priced market segments.

Overall, the Group's strategy is to move up the value chain and
achieve stronger growth through investing in brands, innovation
and stronger global distribution. Managing this aspect of growth

will be a key task in the coming year.

Vote of Thanks

I would like to take this opportunity to thank our shareholders, business
partners and employees for their unstinting support during the year.
Particular thanks go to Mr Raymond Wong who resigned as executive

director in May 2006, and became a non-executive director.

Victor LO Chung Wing
Chairman & Chief Executive

June 14, 2006
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The Group'’s extensive manufacturing and distribution
network in the Greater China facilitates its further
expansion in the market there.
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