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S 5 9 FINANCIAL HIGHLIGHTS
A Consolidated
BEAH=ZTHIEAHEA
For the six months ended 30 June
TREANE BB
2006 2005
OR &R (H 1)
(Unaudited) (Restated)
HE#EL F ##57T
HKS$ million HKS$ million
YA Revenue 8,907 6,493
288 2 s A Profit from operating activities 441 216
BB i Vs A Profit before tax 341 167
BELS AR Profit attributable to equity
JRE A i ] holders of the parent 170 112
B A A Basic earnings per share 16.0 #4ill HK cents 10.6 #lll HK cents
WA DAL A
Revenue by geograpbical areas
ZEENE-HEAA ZERHEAE—HENH (EH)
January to June 2006 January to June 2005 (Restated)

@ mnn
Mainland China

® =

Hong Kong

O Htbmmimm

Other Asian Regions

VONVEX ET Tig

Revenue by principal activities

O T REMFERG LR G % ZEEAFE-HENN ZEFUFEHEANN (EF)
Wi January to June 2006 January to June 2005 (Restated)

Trading of motor vehicles and
spare parts and provision of
after-sales services

o B RN S e i B S AR
I B

Trading of heavy equipment and
provision of product support
services

O 7R R I
Property development and
investment and others

® nruy

General trading
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Lei Shing Hong Limited #2174 B2 )

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 2006 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 Income Statement
For the six montbs ended 30 June 2006

BREANH=1HIEAMA

For the six months

ended 30 June
SRENE FRAN
2006 2005
€S2 (FE41)
(Unaudited) (Restated)
it T#x Fito
Notes HKS$°000 HK$°000
WA REVENUE 4 8,907,134 6,493,191
FH R RS LA Cost of sales and services (7,899,006) (5,785,166)
EH Gross profit 1,008,128 708,025
oAbl A B i 4 Other income and gains 90,013 32,447
S R4 B AR Selling and distribution costs (151,362) (75,354)
ATHB S Administrative expenses (379,449) (277,808)
HA AR B & Other operating expenses (126,504) (171,002)
BEEARA PROFIT FROM OPERATING
ACTIVITIES 440,826 216,308
AR Finance costs 5 (95,243) (70,166)
JREAL Wi 88 ) i ) % 4 Share of profits and losses
of associates (4,176) 20,682
3 B8 iy ik A PROFIT BEFORE TAX 6 341,407 166,824
BiIH Tax 7 (135,951) (43,527)
A A PROFIT FOR THE PERIOD 205,456 123,297
J& i ATTRIBUTABLE TO:
B RO Equity holders of the parent 169,916 111,779
DB SR £ Minority interests 35,540 11,518
205,456 123,297
B2 vi) 3 1 B JBe SR EARNINGS PER SHARE
A 4 Bt 7 ATTRIBUTABLE TO
ORDINARY EQUITY
HOLDERS OF THE PARENT
.z — Basic 8 16.0 ¥4l cents  10.6 ¥l cents
— — Diluted 8 16.0 #ill cents  10.5 #All cents
£33 98 DIVIDEND PER SHARE 9 Nl EENGL

A S



Lei Shing Hong Limited #2174 R 7]

i EEARR Condensed Consolidated Balance Sheet
W ZEENFNH=Z1TH 30 June 2006
CREANE TERRNAE
AH=Z1H  +TZA=1+—H
30 June 31 December
2006 2005
OR R ) (FE51)
(Unaudited) (Restated)
Mt T# FitoT
Notes HKS$°000 HK$°000
I B NON-CURRENT ASSETS
W W KA Property, plant and equipment 1,527,819 1,382,268
[ld-S7/ES Investment properties 551,959 427,111
TEAT T Hbzk Prepaid land premiums 250,142 235,761
IR Properties under development 1,007,809 809,680
(k3 Goodwill 701,426 676,466
HoAh e P A Other intangible asset 1,650 1,630
Q= /NI Interests in associates 1,876,436 1,725,853
CIRC 3ok g <% Available-for-sale investments 9,679 11,689
IR AL E Deferred tax assets 21,759 21,119
REH B RGP Net investments in
finance leases 29,065 37,888
B % NS R 3K Loans and receivables 88,204 98,380
I T B e A Total non-current assets 6,065,948 5,427,865
B CURRENT ASSETS
PaEy Inventories 10 1,636,760 2,213,970
R VRS & 2 W2 Properties held for sale 11 736,789 1,217,145
JRESC IR K Trade receivables 12 515,991 702,403
R A T AR 2 R b Bills receivable with
full recourse 27,260 183,857
RS B G IR Net investments in
finance leases 52,530 82,804
B ISR 2K Loans and receivables 265,213 336,383
TEAF bk Prepaid land premiums 3,354 5,127
TARTHOE ~ B K Prepayments, deposits and
JEE S A T sundry receivables 685,901 824,071
NN RPN E Equity investments at fair value
AR through profit or loss 218,907 126,370
HEAE WA Pledged time deposits 36,989 23,883
REHRFEF A28 Cash held on behalf of
securities clients 6,379 3912
Bla KBl & EEH Cash and cash equivalents 1,589,531 1,300,393
LY A Total current assets 5,775,604 7,020,378
L UBER CURRENT LIABILITIES
AT RN I 2 Trade and bills payables 13 966,206 1,266,321
JREAS AT B e T2 Sundry payables and accruals 1,733,435 1,860,809
Bt B SRAT B 3K Interest-bearing bank
borrowings 1,868,380 2,043,138
R A T2 R 2 I S b Bills discounted with
full recourse 27,260 183,857
JREAS B TE Tax payable 171,785 224,639
A Provisions 57,496 45411
T =R =¥ RIEN Total current liabilities 4,824,562 5,624,175
L 00 ¥ A AL NET CURRENT ASSETS 951,042 1,396,203
B A W B TOTAL ASSETS LESS
=P CURRENT LIABILITIES 7,016,990 6,824,068

e



Lei Shing Hong Limited #2174 B2 )

BimsEaEEAER @ Condensed Consolidated Balance Sheet (continued)
B ZEENENH =T H 30 June 2006
ZRENE CERRRAF
AH=t+H +-H=1T—H
30 June 31 December
2006 2005
R % #%) (E51))
(Unaudited) (Restated)
Bitat T# Fits oG
Note HK$°000 HK$°000
H00E e A £ A TOTAL ASSETS LESS
CURRENT LIABILITIES 7,016,990 6,824,068
e o) £ 15 NON-CURRENT LIABILITIES
R L SRAT R K Interest-bearing bank borrowings 959,207 978,445
IR AL TH £ i Deferred tax liabilities 189,770 196,657
& A Total non-current liabilities 1,148,977 1,175,102
B RE T Net assets 5,868,013 5,648,966
HEd% EQUITY
B2 6] B Equity attributable to equity
A Vo B A holders of the parent
SR IRA Issued capital 14 1,060,588 1,060,520
fitfe Reserves 4,490,255 4,239,110
BEIR AR Proposed final dividend - 31,816
5,550,843 5,331,446
A BB SO 2% Minority interests 317,170 317,520
HE 5 4l %8 Total equity 5,868,013 5,648,966
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167 W09 53 45 B A S ) R Condensed Consolidated Statement of Changes in
Equity
HE EENFANHZAHIEANMEA For the six months ended 30 June 2006
fiti i Reserves
B BORBEAY
Attributable to equity holders of the parent
TR
B R SMESEH FeRAM
Befriefil  Landand  GENEREHE il JBeA SYRK
HRA Shate  building ~ Warrant  @fi%4  Exchange RFBA  Proposed Hid WA

Ordinary ~ premium revaluation subscription ~ Reserve fluctuation  Retained final W% Minority Total

share capital ~ account  reserve  reserve funds  reserve profits  dividend Total  interests equity
(FEEY) FEER FEED FEED (&) (&) (EF)  CREHH) (EF) (1) (1)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) — (Restated) — (Restated)  (Restated) (Unaudited) — (Restated) — (Restated) — (Restated)

i Tk T#C TEc Tx T T TEc T Tl T T#x
Note HK$000  HKS'000  HK$'000  HKS'000  HKS000 — HKS$000  HKS000 — HKS000 — HKS000 — HK$000  HKS'000

WEFERE-A—H  At1 January 2005

EHT 2 As previously reported 1049520 2,705,398 12011 42471 51,764 (5,792 1,135,763 31816 5022951 246402 5,209353
AR Prior year adjustments ~ 3(b) - - - - (172) (409) (1,699 - (2,275 33,758 31483
R As restated 1,049,520 2,705,398 12011 42471 51,592 (6,200 1,134,069 31816 5020676 280160 5300836
[ S A Exchange adjustments - - - - - 60,328 - - 60,328 (762) 59,566
A Net profit for the period - - - - - - 1T - 1T 11518 123297
A JRER S Total income and expense
Bt for the period - - - - - 6038 111779 - 172007 10756 182803
TR ARREZ Additions to minority
HHBRE interests in investment
s in subsidiaries - - - - - - - - - 20,747 20,747
A DRI HE A Acquisition of minority
interests - - - - - - - - - (14,2060 (14,266)
R T OEIRR Repayment to minority
interests - - - - - - - - - (12,852) (12,852)
EERCFEMERS 2004 final dividend
& declared - - - - - - - (318160 (31816) - (31816)
AT R R Exercise of warrants 11,000 27,500 - (5,500) - - - - 33,000 - 33,000
TR i g Transfer from retained
profits - - - - 3252 - (3,252) - - - -
MEZZHEAH=1H A30 June 2003 1,060520  2,732,898* 120117 36971 54,844° S4127F 1.242596° - 5193967 284545 5478512
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Condensed Consolidated Statement of Changes in
Equity (continued)
For the six montbhs ended 30 June 2006

Reserves (continued)

BB AN
Attributable to equity holders of the parent
RVl S
TR RS S BRAM
BhrEROE  Landand MG it JBe& B YRR

HRA Shate  building ~ Warrant  @fi%4  Exchange RFBA  Proposed Hid WA
Ordinary ~ premium revaluation subscription ~ Reserve fluctuation  Retained final W% Minority Total
share capital ~ account  reserve  reserve funds  reserve profits  dividend Total  interests equity
CREHD (REER) REED REFR  REER) REEN  REER REEFD REER REED  REER
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
i Ti#r  T#x  TET  TEr  T#T TET T#Exr T TEr T#r T#x

Note HK$000

HKS$000  HK$000  HKS000  HKS000 — HKS000 ~ HK$000 — HK$000 — HKS000 — HKS'000 — HK$'000

REZEAE—A—H  At1 January 2006

IS As previously reported 1,060,520 2,732,898 12,011 36971 61274 14,085 1347115 31816 5296690 265289 5,561,979
TR Prior year adjustments  3(b) - - - - 562 3764 30,430 - 34756 52,231 86,987
s ] As restated 1,060,520 2,732,898 12,011 36,971 61,836 17,849 1,377,545 31,816 5331446 317,520 5,648,966
[ 5L A Exchange adjustments - - - - - 81,092 - - 81,092 1,582 82,674
1 i Net profit for the period - - - - - - 169,916 - 169916 35540 205,456
A JRER S Total income and expense
b for the period - - - - - 81,092 169916 - 251,008 37,122 288,130
RIEARREZ Additions to minority
DB ER interests in investment
i in subsidiaries - - - - - - - - - 4112 4112
A DRI R HE A Acquisition of minority
interests - - - - - - - - - (64,010)  (64,010)
DE R Advances from
minority interests - - - - - - - - - 22,426 22,426
EER-ZZAS 2005 final dividend
KIS declared - - - - - - - (31,816)  (31,816) - (31816)
TR IR Exercise of warrants 14 68 171 - (34) - - - - 205 - 205
A AER T Expiry of warrants 14 - - - (36937) - - 36,937 - - - -
R R 6 0 o Transfer from retained
profits - - - - 1,519 - 519 - - - -
WZREAEARAZFH AL30 June 2006 1,060,588  2,733,069*  12,011% - 63355 98941° 1,582,879 - 5550843 317,170 5,868,013

I 5 ok 7 R A G B i B B R A
%A #i#4,490,255,0008 00 (—FEET
FENH=AH (EH) : 4,133,447,000
Wwon) e

e RS T Rk T E
12,011,000 70 (= EEHENH =+
H :12,011,0003C) > 55 /i #% G A fi#
RV - A H I — I 2 m 9 R
SIME 2 S5 R ] H BR 2 B 23 7 B 4k 2
P T REFIFE S 220 - L
R — WNNAE+ = H =+ — H 1L F &
A HELT -

#*

These reserve accounts comprise the consolidated reserves of HK$4,490,255,000 (30
June 2005 (restated): HK$4,133,447,000) in the condensed consolidated balance
sheet.

# The amount represented the land and building revaluation reserve of HK$12,011,000

(30 June 2005: HK$12,011,000), which was previously stated as the capital reserve,
arising on the restatement to fair value of certain land and buildings at the date of
acquisition of a further interest in an associate which became a subsidiary as a
result of this acquisition taken place in the year ended 31 December 1998.

A S —
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W 4 B L R
W = FEAEAA =AU A

Condensed Consolidated Cash Flow Statement

For the six montbs ended 30 June 2006

BEAH=1THIEAMA

For the six months

ended 30 June
TREANE “EE R
2006 2005
(REHE) (H51)
(Unaudited) (Restated)
T#c T
HKS$°000 HK$°000
BB RH A B ERATH NET CASH INFLOW FROM
OPERATING ACTIVITIES 1,299,101 1,883,147
e BB 2 BLA R T NET CASH OUTFLOW FROM
INVESTING ACTIVITIES (688,535) (958,978)
N Y A 2 B U R NET CASH OUTFLOW FROM
FINANCING ACTIVITIES (368,906) (166,747)
BL 4 B B A 25U H B g8 NET INCREASE IN CASH AND
CASH EQUIVALENTS 241,660 757,422
Wz Bl KR &% HIEE Cash and cash equivalents
at beginning of period 1,291,156 1,049,275
PR L R Effect of foreign exchange
rate changes, net 5,709 (3,093)
WK Z B4 KB SEH CASH AND CASH EQUIVALENTS
AT END OF PERIOD 1,538,525 1,803,604
B R B E&SEEH &2 b ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
W4 MARATAE R Cash and bank balances 1,556,086 1,656,189
IAFERCREASAE =18 A A Non-pledged time deposits with
B 2 MK W AE original maturity of less than three
months when acquired 33,445 197,565
SRATIBE X Bank overdrafts (51,006) (50,150)
1,538,525 1,803,604
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Lei Shing Hong Limited #2174 B2 )

Notes to Condensed Consolidated Interim 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 condensed consolidated interim financial
statements are the same as those used in the audited financial statements
for the year ended 31 December 2005, except in relation to the following
new and revised Hong Kong Financial Reporting Standards (“HKFRSs”,
which also include HKASs and Interpretations) and the Hong Kong
Companies (Amendment) Ordinance 2005 (the “Amendment Ordinance”)
that are applicable to the Group and are adopted for the first time for the

current period’s condensed consolidated interim financial statements:

HKASSs:
HKAS 21 Amendment Net Investment in a Foreign Operation
HKAS 27 Consolidated and Separate Financial Statements
HKAS 39 Amendment The Fair Value Option
HKAS 39 & HKFRS 4 Financial Guarantee Contracts

Amendments
HK({FRIC)-Int 4 Determining whether an Arrangement

contains a Lease

The adoption of HKAS 21 Amendment, HKAS 39 Amendment, HKAS 39 &
HKFRS 4 Amendments and HK(IFRIC)-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 interim financial statements.
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Accounting Policies (continued)

The impact of adopting the other revised HKFRSs and the Amendment

Ordinance is summarised as follows:

HKAS 27— Consolidated and Separate Financial Statements and

Amendment Ordinance

In prior periods, the Group has equity investments in the People’s Republic
of China (“PRC”) companies that are controlled by the Group, where control
is the power to govern the financial and operating policies of the PRC
companies so as to obtain benefits from the PRC companies’ activities,
where HKAS 27 defines the PRC companies as subsidiaries. However,
entities can only be regarded as the Group’s subsidiaries when they meet
the definition of subsidiaries under the then Companies Ordinance which
defined an entity to be a subsidiary of another company if that other
company controls more than half of an entity’s voting power, controls the
board of directors of an entity or holds more than half of an entity’s issued
share capital. The Group’s equity investments in the PRC companies have
therefore been recorded as available-for-sale investments, which were stated

at cost less any impairment losses, in prior periods.

Upon the adoption of the Amendment Ordinance, the PRC companies
meet the definition of subsidiaries under both HKAS 27 and the Amendment
Ordinance and consolidation of the PRC companies is required. The Group
is required to consolidate the PRC companies retrospectively to the earliest
prior period presented which were previously recorded as available-for-

sale investments.

The effects of this change are summarised in note 3 to the condensed
consolidated interim financial statements. The comparative amounts in the
condensed consolidated balance sheet as at 31 December 2005 have been

restated.
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Lei Shing Hong Limited #2174 B2 )

Impact of Issued but not yet Effective HKFRSs

The Group has not applied the following new and revised HKFRSs, herein
collectively referred to as the new HKFRSs, that have been issued but are
not yet effective, in these condensed consolidated interim financial
statements. These new HKFRSs are effective for annual periods beginning

on or after 1 January 2007:

HKAS 1 Amendment Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

The HKAS 1 Amendment will affect the disclosures about qualitative
information about the Group’s objective, policies and processes for
managing capital; quantitative data about what the Company regards as
capital; and compliance with any capital requirements and the consequences

of any non-compliance.

HKFRS 7 will replace HKAS 32 and has modified the disclosure requirements
of HKAS 32 relating to financial instruments and to revise and enhance the
disclosure requirements in HKAS 30 “Disclosures in the Financial Statements

of Banks and Similar Financial Institutions”.
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3. FRlEMOREB RHWREZ 3.

WEBE

(a) HEWG G EEAGRZ

Summary of the Impact of Changes in Accounting
Policies and Basis of Preparation

(a) Effect on the condensed consolidated balance sheet

R PL T 2 50 0%
Effect of adopting
A et e 58279k
5 B S 5 R R fes i el
HKAS 27*
Consolidated and Separate
BB B e e 2 B Effect of new policies and basis Financial Statements and
G#im,” () (Increase/(decrease)) Amendment Ordinance’
TH#IT
HK$°000
MR ANE—H—H At 1 January 2006
<03 Assets
ERN NG ] Property, plant and equipment 82,104
BEYE Investment properties (35,830)
R Properties under development 146,952
TR R 2 A Interests in associates 1,747
ATk A Available-for-sale investments (248,826)
75 Inventories 1,130,533
RS R Trade receivables (1,104,948)
A R R Loans and receivables (85,511)
FEAT I ~ Fe K REOMETA Prepayments, deposits and sundry receivables 59,646
W4 M4 (HIEH Cash and cash equivalents 350,295
296,162
£ Liabilities/equity
JREA R B Trade and bills payables (197,240)
JRE A A I B IR T 2 Sundry payables and accruals 248,753
Bt ELERA T R Interest-bearing bank borrowings 136,575
JREASTBIIE Tax payable 21,087
it 34 Reserve funds 562
41 e 5 )y et Exchange fluctuation reserve 3,764
B 35 ] Retained profits 30,430
D BURCRHE 5 Minority interests 52,231
296,162
# FERRE S # Adjustments effect taken retrospectively

e e
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3. BRTBOREH AHWHEREZ 3. Summary of the Impact of Changes in Accounting

WRBE )

(a) HEWG G EEAGRZ

Policies and Basis of Preparation (continued)

(a) Effect on the condensed consolidated balance sheet (continued)

(#)
PRI DL HEJ 2 50 4
Effect of adopting
A ENE279%
Sy B P o S 5 i % M
HKAS 27
Consolidated and Separate
WBOR B et 2 3 4% Effect of new policies and basis Financial Statements and
Bim (WA)) (Increase/(decrease)) Amendment Ordinance
TH#IT
HK$°000
WREANEANAZAH At 30 June 2006
<03 Assets
E RN N Property, plant and equipment 135,465
Eid=L7ES Investment properties (35,830)
PRy Properties under development 204,156
k3 Goodwill 965
AR A 7 2 R4 Interests in associates (352)
At G Available-for-sale investments (336,576)
ey Inventories 844,098
JEW IR K Trade receivables (156,472)
B IS AR 3K Loans and receivables (133,054)
TEAT IR ~ 4 S NI Prepayments, deposits and sundry receivables 39,859
4 N5 EER Cash and cash equivalents 617,963
1,180,222
% Liabilities/equity
JEAT B B S5 Trade and bills payables 729,676
JREASH Ak T R JRE 2 Sundry payables and accruals 139,900
Bt ELSRAT R Interest-bearing bank borrowings 58,272
JREAS BT Tax payable 18,252
bt 4 Reserve funds 556
47153 8 fitt Exchange fluctuation reserve 8,321
R B Vi ] Retained profits 128,066
DB AR £ Minority interests 97,179
1,180,222
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3. FRlEMOREB RHWREZ 3.

WRBE )

(b) B HE 4t 47 Bf 09 5% B

Summary of the Impact of Changes in Accounting
Policies and Basis of Preparation (continued)

(b) Effect on the balance of equity

R PL T 2 50 0%
Effect of adopting

il e ul 52758
B 0 3 S e B s i el
HKAS 27

Consolidated and Separate

BB B et 2 B Effect of new policies and basis Financial Statements and
im, (WA)) (Increase/(decrease)) Amendment Ordinance
Tt
HK$°000
W_FRHAE—-H—H At 1 January 2005
GRS Reserve funds 172
HNFESA B (it Exchange fluctuation reserve (409)
£ B8 s | Retained profits (1,694)
DB F R RS Minority interests 33,758
31,483
RoRRNE—H—H At 1 January 2006
R4 Reserve funds 562
471 e 52 ) b Exchange fluctuation reserve 3,764
B8 15 ] Retained profits 30,430
D BURCRRE 5 Minority interests 52,231
86,987
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3. BRTBOREH AHWHEREZ 3. Summary of the Impact of Changes in Accounting

BEBE @) Policies and Basis of Preparation (continued)
(c) #4554 FliE 2 2 % 5 (c) Effect on the condensed consolidated income statement
DL TR 2 5 %
Effect of adopting
A RS 275%
St O o W 5 e B s T e il

HKAS 27
Consolidated and Separate

Financial Statements and

WBOR B ke 2 5 % Effect of new policies and basis Amendment Ordinance
Tt
HK$°000
BEZZHAE For the six months
AAZTHIEAHEA ended 30 June 2005
I A3 Increase in revenue 593,389
B R IR A 1 Increase in cost of sales and services (478,630)
HiAth e A R i % > Decrease in other income and gains (23,409)
B Ko BH ARG Increase in selling and distribution costs (14,470)
AT B S Increase in administrative expenses (24,094)
oAt 58525 BH S Increase in other operating expenses (14,887)
P52 18 T Increase in finance costs (354)
R B 2 ) i ) S Decrease in share of profits and
AR losses of associates (812)
i TE B T Increase in tax (15,769)
Tai 1 B T A AH Total increase in profit 20,964
T SR A B R Increase in basic earnings
(&AL per share (HK cents) 1.99
(53is: SRARAIEI Increase in diluted earnings
(&AL per share (HK cents) 1.97
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3. BRTBOREH AHWHEREZ 3. Summary of the Impact of Changes in Accounting
Policies and Basis of Preparation (continued)

WRBE )

(c) HRETPIA G A% 2 R ()

(¢c) Effect on the condensed consolidated income statement (continued)

R PA T 2 5 0%
Effect of adopting

At 82759k

S B S 5 e B s i e
HKAS 27

Consolidated and Separate

Financial Statements and

WBOR B ke 2 5 % Effect of new policies and basis Amendment Ordinance
T#T
HK$°000
BREZZBENE For the six months
AAZTHIEAMA ended 30 June 2006
W A S Increase in revenue 4,404,243
B R IR A 1 Increase in cost of sales and services (4,025,402)
HAtbe A B %3 3800 Decrease in other income and gains (64,944)
S S 07 B A 3 0 Increase in selling and distribution costs (45,393)
ATHCBA S Increase in administrative expenses (68,080)
oAt 58525 BH S m Increase in other operating expenses (32,339)
A5 2 3 Increase in finance costs (2,651)
R B 2 ) i ) S Increase in share of profits and
JE AR losses of associates 459
BT Increase in tax (42,005)
T 4G 0 AR Total increase in profit 123,888
T SR A B R Increase in basic earnings
(&AL per share (HK cents) 11.68
(53is: SRARAIEI Increase in diluted earnings
(&AL per share (HK cents) 11.68
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4. HHER 4. Segment Information
NGNS E S S e i An analysis of the Group’s revenue and results by principal activities is as
iR follows:
WA £S5
Revenue Results
BEAAZ1HIE BEAH=Z1THIE
AHA AWA
for the six months for the six months
ended 30 June ended 30 June
RN CRLHE CEBANE LR
2006 2005 2006 2005
(REHR) () OREEHRR) (FEF1)
(Unaudited) (Restated)  (Unaudited) (Restated)
T#x Tt T#c T
HKS$°000 HK$°000 HKS$°000 HK$°000
et W ESL= 1YY Trading of motor vehicles and
FRAL A2 R spare parts and provision of
after-sales services 6,217,946 4,264,762 336,390 119,288
RN 5 R it Trading of heavy equipment and
i it S RS provision of product
support services 1,490,857 1,242,362 56,577 55,436
VS IRISE G Property development and
investment 569,705 139,843 50,632 63,335
— R 5 General trading 661,791 1,496,742 18,366 28,556
o A A T R Securities broking and trading 31,525 1,895 (6,839) (17,563)
HMEE Trading of foreign exchange - 27,279 = (34,925)
BE Money lending 6,594 4,788 749 2,021
Hth Others 2,588 2,671 (4,653) 15,807
8,981,006 7,180,342 451,222 231,955
SETR IR 5 Intersegment eliminations (73,872) (687,151) (10,396) (15,647)
8,907,134 6,493,191 440,826 216,308
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4. WER 2

AR B A2 S b [ ) 43 43 A

4. Segment Information (continued)

An analysis of the Group’s revenue by geographical area of operations is

o as follows:
WA
Revenue
BEAH=Z1HIE
AN H
for the six months
ended 30 June
ZRBNE TERRNE
2006 2005
CR&E#EE) (E41)
(Unaudited) (Restated)
T#x TH#IT
HKS$’000 HK$°000
g N RALFIE - People’s Republic of China:
ik Hong Kong 409,531 465,586
R A 3 Mainland China 6,429,470 4,557,147
HoAth 55 B K Other Asian regions 2,068,133 1,470,458
8,907,134 6,493,191
5. MBRN 5. Finance Costs
BEAH=ZTHIEARBA
For the six months
ended 30 June
TREANE “EE R
2006 2005
(REHE) (H51)
(Unaudited) (Restated)
T#c Ti#oo
HKS$°000 HK$°000
ZE AT R R R Interest on borrowings wholly
B2 AE repayable within five years:
TR Bank loans 58,433 51,371
{5 FE SRR Trust receipt loans 33,649 16,940
RITIBE I Bank overdrafts 3,161 1,855
AR B Total interest 95,243 70,166




6. B BL i i A

A S Bk OB AT W R AT R (R
A)

6.

Lei Shing Hong Limited #2174 B2 )

Profit before Tax

The Group’s profit before tax is arrived at after charging/(crediting):

BEAH=1THIEAMA

For the six months

ended 30 June
TREANE SEET A
2006 2005
(REHEE) (H51)
(Unaudited) (Restated)
T#c T
HKS$°000 HK$°000
W - B MR Depreciation of property,
plant and equipment 62,138 43,403
BB LT Depreciation of investment
properties 2,920 601
TERRTEAT L bk Recognition of prepaid land
premiums 3,187 1,837
PRI L T TR ) SE R g Goodwill released upon sales
of developed properties* 12,804 1,677
SRR Provision for bad and
doubtful debts 14,199 8,221
MORAT B 22 ] s B (A Write-down of inventories
to net realisable value 571 2,245
A RMEIIABmREZ Fair value losses on equity
il & d - /NI =T 7E = REIEIE investments at fair value
through profit or loss, net 11,957 13,997
gz R A Dividend income from listed
investments (8,581) (4,627)
FH4 WA S5 Gross rental income (17,123) (16,943)
FLEIA Interest income (28,856) (33,388)
B R E 2R ) E Net losses/(gains) on dealing
in listed investments (15,968) 7,850
* Wi W DA Py 2 % TR T T ZE S Y I * Goodwill arising on acquisitions of subsidiaries whose principal activity is

& > R A A T R AE B A B
O Ry ER MR - AREHED
F A B 1 1 A R R I
fl &8 B 3] o

property development is released by reference to the sales of the related
developed properties. The amount was included in “Other operating expenses”
on the face of the condensed consolidated income statement.
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7. B

7 Y I A5 B0 42 30 R0 A A o R 2 Al
FERE R B A L 17.5% (ZFF T
iF 0 17.5%) ZBURGHEHHE o A4
VA Al 268 /8% 26 05 b (88 2 IR RBE ik
ZBLIE T AR R A% I BAT A G

it based on existing legislation, interpretations and practices in respect thereof.

B LW BT HBUATBLRGHE -

7. Tax

Hong Kong profits tax has been provided at the rate of 17.5% (2005:
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,

BREANH=Z1THIEAMA

For the six months

ended 30 June
ZRBNE TERRNE
2006 2005
CR&E#EE) (E41)
(Unaudited) (Restated)
T#c T#IT
HKS$’000 HK$°000
A Current:
ik Hong Kong 3,803 11,950
A b [ Elsewhere 139,675 32,921
PEHE Deferred (7,527) (1,344)
WA BETE = 48R Total tax charge for the period 135,951 43,527




BLYE ()

AR ) B FLOR R 47y WA 8 2w DA BT AE
o 2 ik e B R R 2 BB AT i
] BEL A S 19 6 ) P B 5t R 2 Bk
S TR
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Tax (continued)

A reconciliation of the tax charge applicable to profit before tax using the
statutory tax rate for the location in which the Company and the majority
of its subsidiaries are domiciled to the tax charge at the Group’s effective

tax rate is as follows:

BEAH=1HIEAMA

For the six months

ended 30 June
TRBANE “EERF
2006 2005
[ S:23) (E41)
(Unaudited) (Restated)
T#x TH#TT
HKS$°000 HK$°000
R A4 il ¥ ) Profit before tax 341,407 166,824
FEAE WL E BLRFT . 2 B S Tax charge at Hong Kong
statutory tax rate 59,746 29,194
TSI A ) B A ) Tax effect arising from higher
B EBLR (15%F33%) tax rates of overseas subsidiaries
JITEE A 2 B R and associates, ranging
from 15% to 33% 50,661 13,451
PHEFRBLA Z B o 2 Tax effect of non taxable income (3,299) (14,175)
AN R I8 B S 2 B R 2 Tax effect of non deductible
expenses 2,030 3,901
B 1R Utilisation of tax losses (6,381) (11,984)
ﬂiﬁﬁﬁﬁz*ﬁlﬁ\@@ Tax losses not recognised 8,377 13,919
Wi % ) B A A8 i 2 B 5 g 2 Tax effect of profits and losses
attributable to associates 731 (3,619
At Iy ] 25 5L 2 B I A R Tax adjustments of other
timing differences 24,086 12,840
P A B BB R TR BUH S, Tax charge at the Group’s
effective rate 135,951 43,527

i 55 A ) M A B T 17,502,000% TG
(CFFHAE ¢ 8,245,0008 70) 511 A
T8 W1 45 & R 26 2 THE AR Bt 78 2 7
it A B AR -

The share of tax attributable to associates amounting to HK$17,502,000
(2005: HK$8,245,000) is included in “Share of profits and losses of associates”

on the face of the condensed consolidated income statement.
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8. BEA Wl IB B AR HEAY B 8.
A

BEZFFNFELFFLFNA

Earnings Per Share Attributable to Ordinary Equity

Holders of the Parent

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

= H LA A Z AR e ended 30 June 2006 and 2005 are based on:
R 2 5 T e
BEAA=ZTHIEAMA
For the six months
ended 30 June
ZERENE “ERLIAF
2006 2005
RE#EE) (H41)
(Unaudited) (Restated)
T#x Tt
HKS$°000 HK$°000
B Earnings
FINE TS IR A K Net profit attributable to ordinary
B Z N A T equity holders of the parent for
e BB R the period, used in the basic
JREAL V3 i ] and diluted earnings per share
calculations 169,916 111,779
Iy H
Number of shares
—RBAE SR
2006 2005
(RE#EE) (R
(Unaudited) (Unaudited)
By Shares
FERH A A A R 2 Weighted average number of
BN O AT B R ordinary shares in issue during
RE)iE the period used in basic

SR — VB
I

MR E - EENFER EERAF
ANHZ T H IR A M > # kAT
o B G E . 0 O A AR 2 ) I 3
ARMESAZ FHNEER > K
S 4 o L A 28 R SN A A B R o

RE 2T —4FLH I HERT
2 R S R SR B R R B A > RR
P HE 5 P B 2 R LR N
FEARATILEEW -

e e e e e

earnings per share calculation

Effect of dilution — Weighted
average number of ordinary
shares:

Warrants

1,060,528,906

1,054,685,520

7,916,496

1,060,528,906

1,062,602,016

As the subscription prices of the share options outstanding during the six

months ended 30 June 2006 and 2005 were higher than the respective

average market prices of the Company’s shares during these periods, there

was no dilution effect on the basic earnings per share.

In accordance with the terms and conditions of the instrument constituting

the warrants dated 25 May 2001, the subscription rights attaching to the

warrants expired on 19 June 2006.



9. kA

BEEENFENA A HBITZ
EFFEHL > EERER A TR
REBE_FTFRNEAA=Z1THIE
ANEAZ B WBRE (ZFFRRAE

9. Dividend

Lei Shing Hong Limited #2174 B2 )

At a meeting of the board of directors held on 21 September 2006, the

directors resolved not to pay an interim dividend to shareholders for the
six months ended 30 June 2006 (2005: Ni).

) -
10. i+ 18 10. Inventories

TRBNAE TERRNE

AHA=Z+H  TZA=1—H

30 June 31 December

2006 2005

OR R ) (FE51)

(Unaudited) (Restated)
T#C Tk
HKS$°000 HK$°000

RE L EF Motor vehicles and spare parts 1,199,376 1,633,744
o R S A Heavy equipment and spare parts 436,901 579,546
HoAth Others 483 680
1,636,760 2,213,970
11. A ESH 2% 11. Properties held for Sale

TRENE “EERF

AH=Z1H  +FZA=1+—H

30 June 31 December

2006 2005

OR & H %) (K%

(Unaudited) (Audited)

T#7x Ttk

HKS$°000 HK$°000

FrEEHEZ Y2 Properties held for sale 736,789 1,217,145




Lei Shing Hong Limited #2174 R 7]

12. ME ok =

AEMG TR ER =+ 2N+
H B o i SEBIE AOR T - /)
whEFEE T Lt E -G L +H
R o ACBE I TSR A% B 42 HOR
ez BEWCIR 3K > BR A R B 1
Bh o v R BN B E S A A
R HRIA > 55K WK AR £ B o
FEA LA > b A S B Y R
MRl B TR 2 5o oA B TSI 4
AR R £ BRI o BN IR K A
G B -

REEE R o AR A KA R
L R R R 8 4 B B

12. Trade Receivables

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

30-60 days. Due to certain trade patterns, a minority of debtors have been

given a credit period of 90-150 days. The Group seeks to maintain strict

control over its outstanding receivables and has credit control to minimise

credit risk. Overdue balances are reviewed regularly by senior management.

In view of the aforementioned and the fact that the Group’s trade receivables

relate to a large number of diversified customers, there is no significant

concentration of credit risk. Trade receivables are non interest-bearing.

An aged analysis of trade receivables as at the balance sheet date, based

on the payment due date and net of provisions, is as follows:

TREAYE TERRNE

AH=ZFH A=+ H

30 June 31 December

2006 2005

OR R ) (E41)

(Unaudited) (Restated)

T#x T#IT

HKS$°000 HK$°000

HRE|HA Current 390,241 505,695
FE=MA 0 — 3 months 121,906 191,232
WEVAN (] 4 — 6 months 2,008 3,767
&=+ MA 7 — 12 months 1,409 1,628
3 — 4 Over 1 year 427 81
515,991 702,403




13. B A ek % 5L 9%

EEE R R KR Z AT
R M SR 2 BRI AT AN T

13. Trade and Bills Payables

Lei Shing Hong Limited #2174 B2 )

An aged analysis of the trade and bills payables as at the balance sheet

date, based on payment due date, is as follows:

TREAE TERRNE

AH=ZFH FZA=E+H

30 June 31 December

2006 2005

OR R ) (E41)

(Unaudited) (Restated)

T#x TH#IT

HKS$°000 HK$°000

2 1 Current 714,376 1,167,379
ZE=A 0 — 3 months 201,632 69,777
EVAN (] 4 — 6 months 50,198 29,165
966,206 1,266,321

FEATIRFOE A FHE - — MR IR &
WA 60H A -

The trade payables are non interest-bearing and are normally settled within

60-day terms.

14. B 14. Share Capital
TRENE e T
AA=Z=+H  TZH=T—H
30 June 31 December
2006 2005
OR &) (R EAZ)
(Unaudited) (Audited)
T# Ttk
HKS$’000 HKS$°000
PoE AR Authorised:
2,000,000,000 % & i 2,000,000,000 ordinary shares of
TA{EL 19 0 2 5 i HK$1 each 2,000,000 2,000,000
EEAT BRIy Issued and fully paid:
1,060,588, 288 /1% (— L FAF 1,060,588,288
1,060,519, 774%) 4 i i (A (2005: 1,060,519,774)
150 2 448 A ordinary shares of HK$1 each 1,060,588 1,060,520
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14. BEA (40)

HIA > RIS A GRS AT A
FEAT (A8 5 B 396 T 8817 68,514 /1 1
S 1 8 1 oG Y % B o R AR 2
F 0 AR B4 ARUE 5205, 5420 00 - B
A7 ol 5 P8 HEE S T B 5 I R 5 I ot
534,257 70 PR I 5 38 40 0 & e
M ERE - W -FF—FHH T
i H BT 2 58 R R SO Y R K K
Wt - RRBCHE R BT B 2 58 A
ZERFFNAENAH TIUA ER - R
BERS I NN H L E R
TEHWB S LS A RAR LT o
AT 5 e HEE 55 T B 2 SR IR HE R R
1 {5 15 36,937,0007 7T [ I 5 37 4

14. Share Capital (continued)

During the period, 68,514 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$205,542. The warrant subscription reserve of HK$34,257 attaching to

the exercised warrants was accordingly reclassified into the share premium

account. In accordance with the terms and conditions of the instrument

constituting the warrants dated 25 May 2001, the subscription rights attaching

to the warrants expired on 19 June 20006. Listing of the warrants on the

Stock Exchange of Hong Kong Limited was withdrawn on 19 June 2006.

The warrant subscription reserve of HK$36,937,000 attaching to the

unexercised warrants was accordingly reclassified into retained profits.

FR0 2 R B ) o
*E?F%iﬁ/ N ] 2 AT R AR W R A summary of the transactions during the period by reference to the above
A EEE) 2 N AL S BT movement in the Company’s issued ordinary share capital is as follows:
S €0 % £79.
B B H BRIy JBe Aoy 6k £
Number of Issued and Share b
shares in issue  fully paid  premium Total
CRESHERZ)  CREHRR) CREHRZ) CREHERZ)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
T T T#T
HK$°000 HK$°000 HK$°000
W ETRFE—H—H At 1 January 2006 1,060,519,774 1,060,520 2,732,898 3,793,418
ELA T R R S Exercise of warrants 68,514 68 171 239
W EBENFEANA=TH At 30 June 2006 1,060,588,288 1,060,588 2,733,069 3,793,657

15. B 2% B 16

R FEENENAZTH > AREF
RAEFRMATE R 2 R EE S
43,200,000 70 (ZFEXAFE+ A
=+—H :30,614,000% JC) -

15. Contingent Liabilities

At 30 June 2006, the Group had

contingent liabilities in respect of bank

guarantees on behalf of customers amounting to HK$43,200,000 (31

December 2005: HK$30,614,000).




16. MEBEMBH 2 K
(a) TEZHTA

A B [ AR 4R AR AL A I AR
Py > FH A R — B E
M RSB > WRET Y
THL > AT E R g o

ROFEAEAAZTA A
4 B SRR 2 T
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16. 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 2006, the Group had total future minimum lease receivables
under non-cancellable operating leases with its tenants falling due as

EHA > KR EDERZ A follows:
AT -
TREAE S TR
AH=ZTFH FZH=1—H
30 June 31 December
2006 2005
R 8% 1%) (E51)
(Unaudited) (Restated)
T#x Ttk oc
HKS$°000 HK$°000
—AFE R Within one year 21,225 19,035
BN (B W) In the second to fifth years,
inclusive 35,427 27,928
56,652 46,963
(b) EREMA (b) As lessee

A T A S W SR AR
BAAMA - 1 FNAEN
H=+H > REBREA A

The Group leases certain of its office properties under operating lease
arrangements. At 30 June 20006, the Group had total future minimum

payments under non-cancellable operating leases falling due as

B2 R AA > R AR D A follows:
Z MR AERIMT -
TEBNAE S T
AH=Z+TH  FZA=1+—H
30 June 31 December
2006 2005
R 8% 1%) (FE%1))
(Unaudited) (Restated)
T#x T
HKS$°000 HK$°000
—4ER Within one year 51,806 49,143
B RB I (WIGE EWE) In the second to fifth years,
inclusive 127,716 84,721
HAERL Beyond five years 66,480 96,764
246,002 230,628

=g —
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17. %5

Bk L SCRR RE 16(b) BT 2t 58455 A 40 2 7K
Yo AEHREF AAUTHE
AR

17. Commitments

In addition to the operating lease commitments detailed in note 16(b)
above, the Group had the following capital commitments at the balance

sheet date:

TRBANE “EEIAE
NA=1+H +ZH=1+—H
30 June 31 December
2006 2005
(R (E31)
(Unaudited) (Restated)
T#x T#T
HKS$°000 HK$°000
BRI Capital commitments:
SEHESEE S Contracted, but not provided for 756,496 377,515
[SEg A EENHED] Authorised, but not contracted for 16,770 63,678
773,266 441,193

18. B A LR 5

(a)  BRAS T W) A5 o 30 B 5 o 3
b 23 BT At 649 58 53 A1 A B
i 0 A0 B N AT LA R
R

E_FERFET_HA=1T—H
AR RE o ACHE M 7 0 A L
7 ) Mg R — 7R B (R ) 1K
HEEAARA R (TMBCL))
I Byag s Al iR o) Al
RH > BB U A 5 58 Gy B H )
2% o A SR B A A 1Y IR B U 4
F534,790,000% 06 (& F T
AE M) o A TEERAE+
A=+—H BEIMBCLI 4
ik £5127,703,0009 76 o BL&E R
B A B R B N

LN

}& o

18. Related Party Transactions

(a) In addition to the transactions detailed elsewhere in these condensed
consolidated interim financial statements, the Group had the following

material transaction with a related party during the period:

In the year ended 31 December 2005, the Group was appointed as
an agent of Mercedes-Benz (China) Limited (“MBCL”), an associate of
the Group, to provide it with trade finance services for service income
based on 2% of the transaction value. Service revenue amounting to
HK$34,790,000 (2005: Nil) was recorded by the Group during the
period. As at 31 December 2005, the balance owing from MBCL of
HK$127,703,000 was unsecured, interest-free and was settled during

the period.




18. BN LR Y (4

(b) B b ScHat1sc st A [
fFERTE ~ 4 4 K B Y A TE ) 1Y
MBCLIT R & i 4 » A% 48 B it
TEERNFEANAZTHEE
EHAEFTHA=+—H1EIK
BT B A ) Y SRR ) o
A4 S E A iR DN E

BRI MR -

(o) ALEEETEHE AL ZH M
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18. Related Party Transactions (continued)

(b)  Except for the balance owing from MBCL detailed in note 18(a) above

which was included in “Prepayments, deposits and sundry receivables”,

the Group’s amounts due from/to its associates as at 30 June 2006

and 31 December 2005 are included in “Interests in Associates” on

the face of the condensed consolidated balance sheet.

(c) Compensation of key management personnel of the Group:

o
BEAH=ZTHIEABA
For the six months
ended 30 June
TREANE LN
2006 2005
(REHE) (R EE %)
(Unaudited) (Unaudited)
T# Tt
HKS$°000 HK$°000
KR B AR A Short term employee benefits 12,389 11,613
RARAEF Post-employment benefits 756 742
O EEE AR Total compensation paid to key
Eall management personnel 13,145 12,355

19. 3% W B 4 21 H iy B o oR

ALK EE M TR (fiE TR
BR A1) B 48 SRAT B 3k MO S~ HoAth
BEE B - Bl R AR AR o LS
GMTHERESALEBEEELE
& o AL BB H AL B9 4 Al
=AM G EEmEEELEN
R AR A % A SR K o

ALEMINETSLATE T AR » %
CLR LB REA R a4 > DU
A B 2 0 1 I A SRR A
Y 1l R % B R J B o

=S

19. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments, other than derivatives, comprise

bank loans and overdrafts, other interest-bearing loans, and cash and short

term deposits. The main purpose of these financial instruments is to raise

finance for the Group’s operations. The Group has various other financial

assets and liabilities such as trade receivables and trade payables, which

arise directly from its operations.

The Group also enters into derivative transactions, including principally

cross currency interest rate swaps contracts. The purpose is to manage the

interest rate and currency risks arising from the Group’s operations and its

sources of finance.
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19. Financial Risk Management Objectives and Policies

(continued)

The main risks arising from the Group’s financial instruments are liquidity
risk, credit risk and foreign currency risk. The board reviews and agrees

policies for managing each of these risks and they are summarised below:

Liquidity Risk

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 the PRC and its
condensed consolidated balance sheet, including a portion of its bank
loans denominated in US$, can be affected by movements in the RMB/
HKS$ and RMB/US$ exchange rates. As both the HK$ and RMB are pegged
to the USS$, the Group does not expect significant movements in the

exchange rates.
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20. Comparative Amounts

As further explained in notes 1 and 3 to the condensed consolidated interim
financial statements, due to the adoption of new and revised HKFRSs and
the Amendment Ordinance during the current period, the accounting
treatment and presentation of certain items and balances in the condensed
consolidated interim financial statements have been revised to comply
with the new requirements. Accordingly, prior year adjustments have been
made and certain comparative amounts have been reclassified to conform

with the current period’s presentation and accounting treatment.

21. Approval of the Interim Financial Statements

The condensed consolidated interim financial statements were approved

and authorised for issue by the board of directors on 21 September 2000.
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OPERATIONS REVIEW

For the period under review, Lei Shing Hong Limited (“LSH” or the “Group”) is
pleased to report continued growth as our extensive portfolio of business interests
delivered strong results. For the six months ended 30 June 2006, our turnover
reached HK$8,907 million, representing an increase of 37% over the same period
last year. Unaudited profit attributable to shareholders increased by 52% to
HK$170 million for the six months ended 30 June 2006, while earnings per
share were 16 HK cents. This growth was fuelled by performances from a
turnaround in our Financial Services Division and an improved performance in
our Automobile Division, which benefited from strong growth in both the China

and Korean markets.

Automobile Division

The Group’s Automobile Division operates dealerships for a portfolio of premium
brands in Northeast Asia, including: Mercedes-Benz in Mainland China; Mercedes-
Benz and Porsche in Korea; Mercedes-Benz, Chrysler, Jeep and Smart in Taiwan;
and Mercedes-Benz in Vietnam. In addition, we are also in partnership with
DaimlerChrysler, holding a significant equity stake in Mercedes-Benz distribution
companies in Mainland China, Korea and in Taiwan, through our associate

company Capital Motors Inc (“CMI”).

For the period under review, our Automobile Division delivered an exceptionally
strong performance on the back of rapid economic growth in Mainland China,
accelerating growth in Korea’s imported vehicle market segment, a first-rate
product line-up, with the new S-Class being particularly well received, as well
as one-off, non-recurring benefits resulting from the transition of our distribution

business in Mainland China.

Driven by good volume growth in both our key markets of Mainland China and

Korea, turnover increased by 46%.
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Mainland China

We have made solid progress in our strategy of developing the Group’s sales
and after-sales network in the Northern and Eastern regions of Mainland China.
At the start of the year, our network spanned 13 cities in the North. Over the
course of 2000, new facilities will be opened in Inner Mongolia. In the East, our
dealership network covered 10 cities as at the beginning of the year. New
facilities are scheduled to be opened in Wuxi, Fuzhou and Nanchang. By the

end of 2006, we expect to have an extensive network coverage of 11 cities.

During the period under review, we successfully completed the transfer of our
distribution activities for North and East China from our subsidiary companies
to Mercedes-Benz (China) Limited, a company in which we hold a 49% equity
stake and which operates as the national distributor for the Mercedes-Benz
brand in Mainland China. In addition, we have established a new company, Lei
Shing Hong Management (Shanghai) Co Ltd, which will provide dealer
management support to our existing Dealers as well as lead our network

development.

Our unit sales in Mainland China increased by 48% over the same period of last
year, reflecting continued growth in the imported vehicle market. This upward
trend was driven by a number of factors, including: consumers purchasing
vehicles in the first quarter ahead of the anticipated consumption tax increases;
robust sales of the new S-Class launched in the 4th quarter of 2005; the successful
introduction of the CKD E-Class E280 into Mainland China; and on-going strong
sales of the M-Class, particularly in North China.

Whilst we anticipate that this growth rate will slow in the second half of 2000,
we believe that tremendous long-term opportunities are presented by the
Automobile industry in Mainland China. We will continue to plan our investment
activities to ensure that LSH is well-placed to benefit from the resulting

opportunities.

Turnover from after-sales operations increased by 42% over the corresponding
period last year, making an increased contribution to the segment’s profitability.
This increase reflects the growth in the vehicle parc and positive impact of the

opening of new service facilities.
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With regards to our Commercial Vehicles business, we have now established
two dedicated dealerships in Xinjiang and Sichuan. In addition to handling
Mercedes-Benz CBU trucks, this division also supports our passenger car
dealerships in selling Mercedes-Benz vans, in particular the Viano model. The
Chinese truck market is currently dominated by locally produced trucks. Over
the medium term however, we foresee an increase in imported heavy-duty

trucks as the need for reliable long haul road transportation increases.

Taiwan

For the first half of 20006, the total passenger vehicle market in Taiwan declined
by 28% as compared with the same period last year. This reflects the effect of
increasing interest rates, the tightening of credit lines, and the impact of rising
fuel costs. The luxury segment in which our business competes was down by

8% as it is less affected by these factors.

DaimlerChrysler Taiwan Limited (“DCT”), our associate company which focuses
entirely on the sale of Mercedes-Benz and Smart brands since January 20006,
achieved significant sales volume growth of 20%. This was mainly due to a
sharp increase in sales of the S-Class and strong growth for the M-Class, reflecting
keen demand for these models that were launched in the second half of 2005
and improved product availability. In terms of sales value, even greater growth
was achieved as a result of the product mix, with a higher proportion of S-Class
and M-Class vehicles. A key factor behind DCT’s impressive sales growth was
the significant decline in grey market sales, down by nearly 30% partly due to
the improved availability of key models through official dealers and also exchange
rate movements which impacted the relative price competitiveness of grey market
supply versus the official supply. The grey market, which typically accounts for
around 40% of the Mercedes-Benz brand sales in Taiwan, has declined
significantly and represented only 34% of Mercedes-Benz sales during the period

under review, as compared with 48% last year.
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Our retail business, CMI, increased new car volumes by 15%. Unit sales of the
Mercedes-Benz brand increased by 27%, offsetting reductions in the sales of
Chrysler and Smart vehicles. The marked gain in the sales of Mercedes-Benz
reflects: a significant increase in S-Class sales, with the new model being well
received in the Taiwanese marketplace; the successful introduction of the B-
Class; and sales growth for the M-Class as the new model performed well. In
terms of value, our sales showed an even better improvement over last year,

resulting from the richer model mix with a higher proportion of S-Class sales.

No major new models were launched in the period under review, following the

launches of the B-Class, new S-Class and new M-Class late in 2005.

CMI is continuing with its programme of upgrading facilities. The grand opening
of the new flagship Taichung facility was held in January 2006 and projects
currently in progress include the renovation and upgrade of the Taoyuan branch
in North Taiwan and the development of a new 3-S “Autohaus” in Kaohsiung,

scheduled to be completed at the end of 2007.

The outlook for the Taiwan market in the second half is mixed. The overall
market, including the imported premium segment, is expected to remain soft
with the reduction in commodity tax on imported vehicles with engine sizes
greater than 2.0L expected to exacerbate the market slowdown. However, we
have a strong product line-up under the Mercedes-Benz brand and with the
expected introduction of the CDI-diesel engine models and the face lifted E-

Class, we expect to make gains in market share.

Korea

Economic growth in Korea has accelerated, with GDP growth for 2006 forecasted
at 5%, as compared with 4% for 2005. However, with escalating oil prices,
inflationary pressures are increasing and this is negatively impacting consumer
propensity to spend. Investment by manufacturers and foreign investment has
also been sluggish. Coupled with the current political uncertainty, these factors

have put a dampener on the prospects for the 2nd half of 2006 and 2007.
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The Korean imported car market grew from 12,930 units to 20,193 units,
representing an increase of 56% over the corresponding period last year. It now
represents 4% of the total passenger vehicle market, versus 3% for the same
period last year. Mercedes-Benz achieved a 13% share of this imported vehicle
market with the Group’s subsidiaries, Han Sung Motors Co Ltd (“Han Sung”)
and Busan Star Motor Co Ltd (“Busan Star”), contributing to 54% of the overall

Mercedes-Benz registrations.

Han Sung, which operates 7 dealerships together with its subsidiary Busan Star,
achieved unit sales growth of 33% and overall sales growth of 61% as compared
with the corresponding period last year. This increase reflects the strong sales
of the new S-Class, launched in October 2005, and a good performance from
models such as the E350 and CLS350. New models introduced include the R
and B-Class.

Outlets under development include the re-location of the Incheon showroom
and quick service centre scheduled for October 2006, and Seocho and Busan

which will be completed in 2007.

Stuttgart Sports Car Limited, our Porsche importer/distributor/dealer, achieved
unit sales growth of 26% with the Cayman model successfully launched and
strong sales of the Cayenne and 911 models. Long-term, we see excellent growth
prospects for the Porsche franchise in Korea and we are taking steps to expand
our sales and service coverage. Land has been acquired for a new Porsche
dealership in Busan and the construction of the facility is expected to be
completed by September 2007. A second sales outlet at the Seoul Automobile
Gallery in the Yangjae area of Seoul has been secured and this outlet is scheduled
to commence sales of new and previously-owned cars in September 2006.
These actions, combined with the strong and expanding product range and our
ongoing marketing programs, form part of our strategy to significantly grow the
Porsche business in Korea, a market where imported cars, particularly in the

luxury segment, are making significant share gains.
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Vietnam

Further progress was achieved in the Vietnamese market with unit sales growing
by 31%. We currently have an Autohaus in Ho Chi Minh City and an Autohaus

in Hanoi is scheduled to be completed later this year.

Machinery Division

The Group’s Machinery Division continues to be the largest Caterpillar hydraulic
excavator dealership in the world while distributing the full range of Caterpillar

products in our assigned territories.
Mainland China

The Mainland China heavy equipment market has maintained the strength of
late 2005 and Lei Shing Hong Machinery has taken advantage of this to grow
business by 17% relative to the first half 2005, inclusive of new and used machine,
engine, rental, parts and service sales. Machine sales increased by 19% and
engine sales by 8% over the previous period, though marine engine sales surged
by 148% with high demand from the domestic dredging industry for the larger
3600 series Cat engines. In excess of 80% of the machine sales were financed
by Caterpillar Financial Services while parts and service sales continued to
benefit from the increasing machine and engine populations, as well as machine
activity recovery from the prior year’s macro-economic controls, with 14% and

12% respective sales increases.

We continued our emphasis on customer service through establishing and stafting
customer contact and support centres. Two new branches were opened, Yantai
in Shandong province and Shiyan in Hubei, as well as the Used Equipment
Centre in Yangzhou, during the first half of this year. Plans have also been
finalised and contractors selected for the new Provincial Support Centre in
Nanjing while land acquisition is in progress for similar support centres in the

main provincial cities of Hangzhou, Zhengzhou, Jinan and Wuhan.
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Prospects remain bright for continuation of business on an improved scale for
the remainder of 2006 with government infrastructure projects assured by the
latest (11th) Five Year Plan and our ability to provide product to meet customer
requirements through adequate inventory of machines and electric power gensets.
We will commence sales and support operations for the recently awarded,
Caterpillar-owned, Perkins line of engine products and we expect particularly

strong growth in our marine and oilfield engine order books.

We will continue our emphasis on process improvement through the 6 Sigma
process and will complete our alignment with Caterpillar for their extended

enterprise “Cat Vision 2020”.

Taiwan

Capital Machinery Ltd, our Machinery business in Taiwan, grew revenues by
41% as compared with the same period for 2005. Growth was achieved in both
our Machines and Power Systems product line and significant market share
gains were achieved. We believe this growth validates our strategy of upgrading
and expanding our facilities and of focusing on further improvements in customer
service and support. The upgrade and expansion of our facilities continues
with specific projects currently in progress at Tayuan, Taichung, Hualien and
Kaohsiung, designed to improve both geographical sales and service coverage.
The quality of our service coverage will also benefit from our extensive training

programs and the ongoing 6 Sigma quality program.

The outlook for the second half of 2006 remains good, we have a healthy order
book and there is increasing recognition for the Caterpillar brand and our

capabilities to support our quality product range.

Property Division

Our Property Division is engaged in the development of quality property projects
in first-tier cities within Mainland China. The Group’s major projects continue to
be “Starcrest”, a residential and commercial development in Beijing’s Wangjing,
Chaoyang District; “LSH Plaza” a major commercial development in the same
district of Beijing; and “Lei Shing International Plaza”, located on Yan An Xi

Road in Shanghai.

e I e e e
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Mainland China

The Central Government continues to introduce measures to cool the property
market with particular focus on the residential sector. Two new measures were
announced in July 2006, the first requiring a minimum of 70% of the total space
of residential developments to be homes smaller than 90m* and the second
introducing more stringent conditions for foreign companies investing in mainland
Chinese real estate. These measures will not have any impact on our current
major projects and we generally see the governments actions to curb real estate
speculation as positive for the longer term health of the Chinese real estate

market.

Following the sale of the commercial and retail towers of Lei Shing International
Plaza in December 2005, sales of 97% of the residential units in this development
were recognized in the first half of 2006, boosting the performance of our
Property Division during the period under review. The towers are now complete
and the units have been handed over to buyers. A number of the remaining
units will be kept for our own use and sales of the balance of the units are

expected to be recognized in the second half of 2006.

No further sales were recognized with respect to the “Starcrest” development.
However, excellent sales progress has been achieved for the Phase II residential
units. Sales and purchase agreements have been signed and registered for 1,133
units, accounting for 92% of the total. Phase II is anticipated to be completed in
2006. We have also obtained the planning certificate for Phase III, which
encompasses 341 residential units as well as retail and car park space with a
total Gross Floor Area of 119,992m?. The construction permit has also been
received and we target commencing the construction work in the second half
of 2006. Progress has also been made with respect to the commercial portion of
this project, for which we anticipate obtaining a construction permit in the 4th

quarter of this year.

Good progress was achieved in our major commercial development in Beijing.
The land use rights certificate and planning approval have been obtained;

relocation has been completed; and the foundation works are now in progress.

The Group sees excellent long-term growth potential in Mainland China’s
property sector. We are now actively pursuing opportunities to grow our land
bank to ensure we have a strong portfolio of suitable sites for future property

developments.
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Trading Division

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

Kong and Singapore.

The first half performance was adversely impacted by a number of market
factors and external sales were down 27% as compared with the first half of
2005.

Wood-based products decreased by 31%, in part due to supply side issues,
including heavy rains in the major producing countries of South East Asia and
the Pacific regions, as well as shipping bottlenecks and rapidly rising freight

rates. No dramatic improvement is expected in the second half.

Watch component sales were also weak, reflecting fierce competition and

declining unit prices.

Demand for fertilizers was soft with most fertilizer importers carrying high
inventories into 2006. The demand for fertilizers is expected to remain weak
well into the second half of 2006 while the inventory levels are being brought

back into balance.

Progress with new product lines and sales to new markets has been slower
than anticipated. A new trading company has now been established in Shanghai

and is expected to commence operations towards the end of 2006.
Financial Services Division

The Group’s Financial Services Division is engaged in portfolio management,
share trading and services, foreign exchange services, securities brokerage and

margin and term loan financing.

The performance of our securities brokerage business benefited from increased

trading volumes in the Hong Kong market and a larger number of IPOs.

Our proprietary share trading business benefited from improved market
conditions, particularly in the Hong Kong market where the majority of our

trading takes place.
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Our loan portfolio was just under HK$200 million as at 30 June 2006. This
business is targeted for strong growth and we have hired an experienced manager

in the first half of 2006 to steer this development.

Subsequent to 30 June 2000, the Financial Services Division has appointed a

Managing Director to further develop and expand this division.

FINANCIAL REVIEW
Liquidity and Financial Resources

The Group’s financial position remains sound. As at 30 June 20006, the Group’s
shareholders’ funds increased to HK$5,551 million as compared to HK$5,331
million at 31 December 2005.

As at 30 June 2000, the Group’s total banking facilities stood at HK$7,964 million
(31 December 2005: HK$10,195 million) of which term loans amounted to
HK$2,014 million (31 December 2005: HK$1,869 million). The reduction in
borrowings for the period reflected a reduction in working capital, particularly
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 2006.

The maturity profiles of the Group’s term loans are:

HK$1,070 million
HK$189 million
HK$747 million

Within one year
In the second year
In the third to fifth years, inclusive

Beyond five years HK$8 million
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Gearing and Interest Cover

At 30 June 20006, the Group’s gearing ratio measured on the basis of total debts
to equity was 51% against 60% at 31 December 2005 with the reduction due to
significant reductions in working capital. Finance costs for the period ended 30
June 2006 were covered 5.4 times by EBITDA (including associates’ results) as

compared to 4.1 times for the period ended 30 June 2005.

Capital Structure

During the period, 68,514 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$205,542.

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.
PROSPECTS

With our quality portfolio of businesses in Northeast Asia, we aspire to generate
continued growth and strong returns. New opportunities will be sought to extend
the reach and scope of our operations. Mainland China market is the key focus
in our expansion efforts as we seek to leverage on the immense growth
opportunities arising from the country’s rapid economic progress. While the
Central Government continues to take steps to cool down the economy, the

long-term prospects for our businesses in Mainland China are extremely positive.

Looking forward to the rest of the year, the Group expects a slower second half,
reflecting the timing of sales and profit recognition within our Property Division,
as well as less robust growth in our Automobile business in Mainland China
following an exceptionally strong first half. Overall, we are positive about the
Group’s performance and will continue to pursue more avenues of expansion
and growth.
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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 2006, 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

Fres AR H ~ 50 Rt B

Number of shares held, capacity and nature of interest
flik A Al ey
BRRBEEA AT 2 1
BAEF IR RPN Percentage
HEEREE Through AR of the
Directly spouse or Through  fitZ#&A Company’s
HHEA beneficially minor  controlled Beneficiary At issued
Name of director owned children corporation of a trust Total share capital

WH R Wfzt

Lim Mooi Ying, Marianne Note - - 72,000 - 72,000 0.007
Mt : w% S R o 2 A W HE 43 Note:  The corporate interests in these shares are held through Westwood

Westwood Management
Limited$5 47 - T AREFH &+ 5
W8 T Z BRI o

Management Limited, of which Ms Lim Mooi Ying, Marianne is a controlling
shareholder.
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HEIRIBE BB 2B DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING

(#) SHARES (continued)

2. J B A 2. Share option scheme
KAFRA—IIILEFEANAZ T HHA The share option scheme (the “Scheme”) of the Company, being adopted
PR 2 B SR T ([azwt#l ) ©on on 25 June 1997, expired on 24 June 2002. Despite the fact that no further
TERETAENHA I H ER o options may be granted under the Scheme, all its terms will remain in
SRS B WA ot ) o — 20 1 I force to govern the exercise of all options previously granted. The terms
BE o LI AR R A SRR of the Scheme were disclosed in the Company’s 2005 Annual Report. The
2 i A W IRE AT R IR AR - Company has granted certain directors and employees of the Company
G [P 3 QN NN it 2 5 i options under the Scheme to subscribe for shares of the Company. Details
AW P PR o AN F CRIEZET of the grant of share options and a summary of the movements of the
) 1) T 2 TR B R TR RE LA outstanding share options during the six months ended 30 June 2006 are
RS A N T ey o BE B EINAE set out below:

ANHAZA B NEA BE > 37
P 2 AT B i R AT o8 J R B )

Z MBI
B hE S H
Number of share options
M RN
CEBNE )T CRRANE TBREATRERT AR
SEERAIHN —=H—=H  (lapsedy) AHZTH Exercise  Price of the
Name or At1  restated At30 BHWBHEZ B JRIBCHE A7 B0 price  Company’s
category of January during June Date of grant of Exercise period of share shares at grant
participant 2006  the period 2006  share options of share options options date of options
B B
HKS HKS
#P
Directors
Bt 500,000 - 500,000 281997 1:9-1999 to 31-8-2007 5.89 775
GAN Khian Seng 200,000 - 200,000 24-1-1998 31-1-2000 to 30-1-2008 6.00 745
IS e AR 500,000 - 500,000 2-8-1997 21-8-1999 to 20-8-2007 5.89 775
YONG Foo San, p 200,000 - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 745
BHEE Wit 500000 (500,000 - 281997 281999 to 1-8-2007 5.89 775
HARMS Volker Josef Eckehard (Note 1) 200,000 (200,000) - 24-1-1998 24-1-2000 to 23-1-2008 6.00 745
MEH 500,000 - 500,000 2-8-1997 2-8-1999 to 1-8-2007 5.89 775
LIM Mooi Ying, Marianne 200,000 - 200,000 24-1-1998 27-1-2000 to 26-1-2008 6.00 745
R (HfzE2)
POH Yeow Kim, Lawrence (Note 2) 100,000 (100,000 - 24-1-1998 9-2-2000 to 8-2-2008 0.00 745
2,900,000 (800,000) 2,100,000
Hefldi A 3,085,000 500,000 3,585,000 2-8-1997 (W73 (Note 3) 589 775
Other employees in aggregate 2,036,000 300,000 2,336,000 24-1-1998 (Hfi£3) (Note 3) 6.00 745

5,121,000 800000 5,921,000

8,021,000 ~ 8,021,000
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES (continued)

2. Share option scheme (continued)

Notes:

1. Mr Volker Josef Eckehard Harms resigned as Executive Director of the
Company on 19 April 2006. Mr Harms ceased to be an employee on 1 July
20006.

2. Mr Poh Yeow Kim Lawrence resigned as Executive Director of the Company

on 19 April 2006. Mr Poh remains as an employee.

3. 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 2006, 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.

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.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES

At 30 June 2006, the following interests of 5% or more of the issued share
capital 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

N A TRk )
£ O B il 2t V1B T a8 H JBeAR T 43 be
Capacity Number of Percentage of

EA 1 and nature ordinary the Company’s
Name of interest shares held issued share capital
Victon Investment Limited Haea A

Beneficially owned 235,282,761 22
Amerdale Investments Limited Hadea A

Beneficially owned 205,271,883 19

B b SCH B B A MO B SO T R
iy B RE B Bty 2 W 4 | — B 2 — i AR
AEREA AR N T ERARERN
H="10 » BEAL T A LR A w0
B B B0 v A AR i R B 0 B e
336 T R IR A -

i L~ D0l o A 2 ] e
i IF

AR T G R JaE 2 AR S % ] A A
o RS EA L 2 B SE o

AR HE
R e B SR AR B

ANENA T IHBEEAR A ZYATESR
s -

Save as disclosed above, as at 30 June 20006, 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.

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 review.
RESIGNATION OF DIRECTORS

Both Mr Volker Josef Eckehard Harms and Mr Poh Yeow Kim, Lawrence resigned

as Executive Directors of the Company on 19 April 2006.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with all the code provisions set out in the Code on

Corporate Governance Practices, contained in Appendix 14 of the Listing Rules

of the Stock Exchange of Hong Kong Limited during the six months ended 30

June 2006, except for the following deviations:

(D

2

Code Provision A.2.1

Code A.2.1 stipulates that the roles of chairman and chief executive officer

should be separate and should not be performed by the same individual.

The Company has not appointed a Chairman. The roles of the chairman
and the chief executive officer are performed by Mr Gan Khian Seng. Mr
Gan is the Managing Director of the Company. While serving as the chairman
of the Company, Mr Gan leads the Board and is responsible for the
proceedings and workings of the Board. He is also responsible for running
the Group and executing strategies adopted by the Board. The Board
considers that this structure will not impair the balance of power and
authority between the Board and the Management of the Group. The
balance of power and authority is ensured by the operations of the Board
which comprises of experienced and professional individuals. Given the
Group’s current stage of development, the Board considers that vesting
the roles of chairman and chief executive officer in the same person
facilitates the execution of the Group’s business strategies and maximizes
the effectiveness of its operation. The Board shall review the existing

structure from time to time.

Code Provision A.4.1

Code A.4.1 stipulates that non-executive directors should be appointed for

a specific term and subject to re-election.

The non-executive directors of the Company are not appointed for a specific
term. However, all the directors of the Company (executive and non-
executive) are subject to retirement 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. As such, the
Company considers that sufficient measures have been taken to ensure
the Company’s corporate governance practices are no less exacting than
those in the Code.
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COMPLIANCE WITH CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding directors’ securities transactions.
Specific enquiries have been made to all directors of the Company, who have
confirmed that they have complied with the required standard as set out in the
Model Code throughout the six months ended 30 June 2006. Relevant employees
who are likely to be in possession of unpublished price sensitive information of
the Company are also subject to compliance with written guidelines on no less

exacting terms than the Model Code during the six months ended 30 June 2006.

AUDIT COMMITTEE

The Company has established 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 interim report and the
unaudited consolidated financial statements for the six months ended 30 June
20006. The Audit Committee currently comprises two independent non-executive
directors, namely, Mr Fung Ka Pun, 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, 21 September 2006

As at the date of this report, the Executive Directors of the Company are Mr Gan
Khian Seng, Mr Yong Foo San and Ms Lim Mooi Ying, Marianne. The Non-
Executive Directors are Mr Victor Yang, Mr Christopher Patrick Langley and Mr
Lam Kwong Yu. The Independent Non-Executive Directors are Mr Fung Ka

Pun, Mr Hubert Meier and Mr Alan Howard Smith.
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