REVIEW OF OPERATIONS

OVERVIEW

The market environment for the Group's businesses was challenging
during the year 2005/06. Although demand for the majority of our
products remained steady, our businesses were held back by record
high materials prices and energy costs, appreciating Chinese Renminbi

and rising interest rates.

To overcome these market challenges, our Electronics Division
continued to focus on enhancing the quality of its businesses while
CIH Limited ("CIHL") imposed effective cost reduction measures and
divested its entire 50% interest in Clipsal Asia Holdings Limited
("CAHL"). GP Batteries, meanwhile, has made significant progress

in streamlining its operations.

GP INDUSTRIES

During the year, turnover for GP Industries decreased by 5% while
profit attributable to shareholders declined by 47%. The earnings
decline was in part due to the disposal in 2004/05 of Jiangsu Toppower
Automotive Electronics Co., Ltd. which has resulted in both a reduction
in profit contribution and lower exceptional income for the financial
year 2005/06. Profit contribution from GP Batteries improved, and

the loss from CIHL excluding exceptional items decreased.

On February 3, 2006, GP Industries and CIHL jointly proposed to privatize
CIHL by way of a scheme of arrangement. The proposed privatization
of CIHL will enable the enlarged GP Industries Group to eliminate
overlapping costs, improve operational efficiency and better deploy its
financial resources. Completion of the scheme is subject to approval

by the relevant regulatory authorities and by shareholders.

ELECTRONICS DIVISION

Electronics and Components Sales of professional electronics products
increased while those of car audio and other electronics products
decreased. After divestment of Jiangsu Toppower, the car audio
business now accounts for less than 5% of GP Industries' business.
Affected by record high component prices and the appreciating
Chinese Renminbi, profit contribution from the electronics subsidiaries
decreased. The high raw materials prices also affected the
performance of our components associates, resulting in a decrease

in profit contribution.

Overall, both sales and profit from the electronics and components

business decreased during the year.
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Still going up

GP Batteries

gears up its efforts in
bringing new products to
market and strengthening
the "GP" brand across
the region.
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Sales growth in the US market of the wire
harness business was offset by a decline in sales to Japan, resulting
in a total sales decrease during the year. For our wire harness
associates, market demand in China was soft and competition was
keen during the first half of the year, but the situation gradually
improved in the second half. Overall profit contribution from the

wire harness business improved over the previous year.

During the year, profit contribution from our cable associate, LTK
Industries Limited, grew amid record high copper prices. LTK continued
to develop its leadership position in eco-green cable products and
more halogen-free cable products were introduced. Some of its
audio video cable products were honored by the Business Environment

Council of Hong Kong with an Eco-Products Award.

Sales of the acoustics business decreased during the year.
Largely as a result of the lower sales and a weaker Pound Sterling
and Euro, the business reported a loss. At present, we are working
to strengthen the global distribution network for "KEF" branded
products. We are also investing in our global logistics system using
the latest web-based technology to improve our on-time fulfillment

capability in major markets.

In January 2006, CIHL exercised its put option to dispose of its entire
50% interest in CAHL to Schneider Electric SA. The disposal was
completed in March 2006.

Following the disposal of CAHL, CIHL is left with the light fittings
business and interests in light emitting diode ("LED") screens
businesses. During the year, CIHL continued to build awareness
in China for the new brand, GP Lighting, as a supplier of professional
lighting solutions and environmentally-friendly light fittings.
The opening of the assembly and testing facilities in Shanghai in
July 2005 has enhanced GP Lighting's capability and competitiveness
in bidding for lighting projects, given the shorter lead time
required for such customized products. New T5 ranges of energy-
saving light fittings were developed and introduced to the market

during the year.
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Electronics Division el

| supplies a wide range of high-quality products, such as
professional electronics, wire harness and cables,
and acoustics to meet market needs.
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GP Batteries reported a marginal decrease of 1% in turnover and
an improvement in consolidated profit after tax attributable to
shareholders. It recorded an exceptional loss of S$11.1 million mainly

due to the relocation of production facilities.

Turnover for most products remained steady. In China, according
to a survey conducted by the National Bureau of Statistics, GP was
ranked the No. 1 brand in 2005 in both rechargeable batteries and
chargers, and a Top 3 primary battery brand by sales volume. In
Hong Kong, according to AC Nielsen's MarketTrack in 2004 and 2005,
GP Ultra Alkaline led by sales volume among Alkaline batteries,
while the GP rechargeable battery and charger was ranked No. 1

brand by both sales volume and value.

Sales in Japan and ASEAN grew but those in Korea and Taiwan
declined as a result of lower sales of Lithium lon products to these
markets. The total sales in North and South America decreased for
the same reason. Sales in Europe have consolidated after the strong
growth in the previous year while sales in Eastern Europe and Russia

continued to grow.

During the year, five factories in China were accredited with
OHSAS18001, an international standard for occupational health and
safety in the workplace. Also, a group-wide committee on
environment, health and safety ("EHS") comprising representatives
from various factories within the GP Batteries Group was formed

to share the best EHS practices and experiences.

Lighthouse Technologies Limited, 30.5%-owned by Gold Peak and
19.3%-owned by CIHL, saw improved results and returned to profit.
During the year, it continued to expand its sales network, especially
in Europe and Asia Pacific. It has also acquired a 49% interest in a
factory engaged in the manufacturing of LED display screens, and
the resulting vertical integration has reduced costs and increased

competitiveness.
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CIH Limited
| focuses on GP Lighting's light

fittings business.
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Major projects in Hong Kong and China using
GP Lighting's products
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FINANCIAL REVIEW

During the year, the Group's consolidated net bank borrowings
decreased by HK$450 million to HK$1,808 million. As at March 31,
2006, the aggregate of the Group's shareholders' funds and minority
interests was HK$1,959 million and the Group's gearing ratio (the
ratio of consolidated net bank borrowings to shareholders' fund
and minority interests) was 0.93 (March 31, 2005: 1.07). The gearing
ratios of the Company, GP Industries and GP Batteries were 0.97
(March 31, 2005: 0.94), 0.35 (March 31, 2005: 0.48) and 0.75 (March
31, 2005: 0.94) respectively. CIHL maintained a net cash position as
at March 31, 2006 while the gearing ratio of CIHL as at March 31,
2005 was 0.02.

As at March 31, 2006, 39% (March 31, 2005: 54%) of the Group's
bank borrowings was revolving or repayable within one year whereas
61% (March 31, 2005: 46%) was mostly repayable between one to
five years. Most of these bank borrowings are on floating interest
rates. About 14%, 37% and 47% of the Group's bank borrowings
are in US dollars, Singapore dollars and Hong Kong dollars respectively.
In June 2006, the Company has arranged a syndicated loan of HK$380

million for general working capital.

HUMAN RESOURCES

The Group and its major business divisions continue to be supported

by a motivated workforce of approximately 18,000 people worldwide.

The Group offers fair compensation packages and retirement schemes
to its employees. Remuneration policies are reviewed regularly to
ensure that compensation and benefit packages are in line with the
market in the countries where the Group has operations. Discretionary
bonuses and share options are granted to eligible employees based

on the performance of the Group and the staff members.
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Lighthouse's LED superscreens are widely
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The Group continues to invest in its people through a broad range
of development programs designed to help them enhance their skills
and contribute to operational excellence. During the year, various
training sessions and workshops on management development, legal
compliance and language proficiency were held. In addition, the
Group organized seminars and workshops on EHS management for

its employees to raise their awareness of occupational well-being.

COMMUNITY RELATIONS

During the year, we sponsored a number of industry programs
including the Hong Kong Awards for Industries, Hong Kong Young
Design Talent Awards and Innovation Festival organized by the
Innovation and Technology Commission, and Business of Design
Week staged by the Hong Kong Design Centre. It also awarded
scholarships in product design to students of the Hong Kong Institute
of Vocational Education, and contributed to the Development Fund
and Student Development Fund of the Hong Kong Polytechnic
University.

During the year, we received a Bronze Award from the Community
Chest of Hong Kong for our donation to its Corporate and Employee
Contribution Program. We also supported the Blood Drive initiated
by the Red Cross Hong Kong and the Hong Kong Volunteer Award

organized by the Agency for Volunteer Services.

Training programs were

organized to enhance the

awareness of workplace safety.
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We care about the environment and act to bring about a better
tomorrow for our community. During the year, we sponsored seminars
on green manufacturing organized by Business Environment Council
and the Federation of Hong Kong Industries. We continued to roll
out educational programs in schools to arouse greater environmental
awareness among the young. Presentations, talks, contests and
games as part of those school programs were held to introduce the

3Rs, namely Reduce, Reuse and Recycle.

In recognition of our community involvement, we were presented
the Caring Company logo by the Hong Kong Council of Social Service

for the fourth consecutive year.

APPRECIATION

We take this opportunity to extend our appreciation and gratitude
to all employees for their hard work and dedication during the past
year. We also thank most sincerely our valued shareholders, customers

and business partners for their continued support.

The Board of Directors
Gold Peak Industries (Holdings) Limited
June 14, 2006
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Sponsorship and various educational
programs on green concept in Hong
Kong and Singapore
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