Executive Director’'s Statement

HITESHS

BUSINESS REVIEW

I am delighted to report that the efforts of your board of directors
and the Group’s management team over the past two and a half
years since the reconstitution of the board in September 2004
have brought about significant advances during the year under
review. The Group stands on the cusp of a new era which will see
the entry of a new strategic shareholder and a changing of the
guard at board level once the Wealth Style Limited share
subscription is concluded.

As described in the announcement to shareholders dated 8 March
2007, and the subsequent circular dated 14 March 2007, on 7
December 2006 the Company entered into a subscription
agreement with Wealth Style Limited (the “Subscriber”) under
which the Company agreed to allot and issue and the Subscriber
agreed to subscribe for between 51% and 53.22% of the enlarged
share capital of the Company, at a price per share of between
HK$0.2130 and HK$0.2293, thereby raising between HK$100
million and HK$104 million. The subscription will serve to
significantly recapitalise the business, which along with the other
measures taken by the board to resolve the Group’s various legacy
issues, improve corporate governance and controls and enhance
shareholder communication and transparency, will provide a strong
platform supporting your board’s application for the resumption
of trade in the Company’s shares on the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The year under review has also seen the resolution of the remaining
legacy issues encountered by the board upon its reconstitution in
September 2004.
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The remaining zero coupon convertible bonds, initially issued by
the Company in February 2004 with a face value of US$15 million,
were either redeemed or repurchased by the Company during the
year under review. At the start of the year, a total of US$9 million
face value remained in issue. Of that amount, bonds with a face
value of US$4 million were redeemed in full pursuant to a
redemption notice received from the holders in January 2006,
funded by the sale of the Group’s former head office premises
and main service centre in Yuen Long. The remaining US$5 million
in issue were initially subscribed to by Mr Michael Tsai, as described
in the Company’s 2005 Annual Report and related circulars and
announcements. No proceeds were ever received by the Company
relating to this element of the bond issue. In February 2006, an
agreement was reached with Mr Tsai whereby the Company
repurchased the bonds for a token consideration of HK$1 and
subsequently cancelled them, in accordance with their terms and
conditions, thereby bringing the issue to a successful conclusion
in May 2006.

On 30 December 2006, the Company entered into an agreement
with Smeatons Development Limited, an independent third party,
to dispose of the Group’s Taiwan Subsidiaries for a consideration
of HK$54,979,000. The consideration comprises the aggregate of
the estimated total cash proceeds of HK$2,440,000 and the
novation of debts due to the Taiwan Subsidiaries of approximately
HK$52,539,000.

At an Extraordinary General Meeting of shareholders of the
Company held on 30 March 2007, shareholders resoundingly
approved the Wealth Style Limited subscription, the disposal of
the Taiwan Subsidiaries and a number of other matters put forward
by your board of directors, as reported in the Company’s
announcement to shareholders dated 30 March 2007.
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A number of other major initiatives were implemented over the
past year in order to restructure and improve the business
operations of the Group. In December 2006, the Group's
headquarters were moved from the Cyber Centre property in Yuen
Long to new, leased premises at the Hi-Tech Centre in Sheung
Shui. In November 2006, the Group’s main Hong Kong service
centre was moved from the Cyber Centre property in Yuen Long
back to Jumbo Plaza in Sheung Shui, where it had previously
operated from between 1997 and 2004, and which is felt by
management to be a more suitable location to enhance access to
our target services and repair market. Two new service depots
were established during the year, one in May 2006 at Lok Ma
Chau, near the border into China. This service depot has six bays
and is well placed to provide services to the approximately 1,000
Scania trucks and coaches that cross the border daily. The second
service depot was opened in November 2006 across the border in
Nan Shan, near Shenzhen.

Furthermore, the Group’s management team continued to be
strengthened by the return of Mr Cheng Sung Lok as the Group’s
vice president in charge of the Services and Spare Parts Department.
Mr Cheng had previously worked with the Group for 16 years,
and we are pleased to welcome him back. The existing
management team continues to provide strong leadership and
direction.
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Improvement in performance

The Group’s financial performance has improved since your board’s
intervention in late 2004. Net loss has narrowed to HK$24.8 million
for the twelve months ended 31 December 2006, from HK$117.1
million for the twelve months ended 31 December 2005 and
HK$55.3 million for the twelve months ended 31 December 2004.

Having weathered a particularly difficult period since 2004, which
has without doubt impacted the Group's operating and financial
performance, management is now well placed to build off the
firm foundations that have been laid, and that will be further
enhanced after completion of the Disposal Agreement and the
Subscription Agreement.

Improvements in liquidity have also been achieved since the
reconstitution of the board of directors in September 2004, at
which stage the Group faced a critical liquidity position, with
significant financial obligations, demoralised staff and weak trading
performance. Today, the balance sheet is substantially healthier,
with no financial debt. Completion of the Subscription Agreement
will further underpin liquidity and promote a stable capital
structure.

OUTLOOK AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

The Company has largely completed its transition and recovery.
Looking ahead, the Company expects a recovery of bus/coach
sales, which declined significantly in 2006 due to uncertainty over
the Government’s new environmental regulations. The Company
has secured considerable chassis and coach orders for delivery
between the second quarter of 2007 and the first quarter of
2008.

The introduction of Scania’s new Euro4 PR/K Series of tractors/
trucks and coach chassis and the inauguration of the Sheung Shui
Service Centre in January 2007 has been very successful. A clear
indication that Scania is still the preferred European brand.
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The directors believe that the long-term outlook of the heavy
commercial vehicle market in Hong Kong and Macau remains
healthy although with limited growth. The sustained economic
growth and the increasingly regulated market environment in
Mainland China will provide opportunities for the Group’s
development. Through the establishment of the workshop in Nan
Shan in 2006, the Group is establishing its presence in Mainland
China through liaising with local contractors to develop a network
of service centres in selected areas across the Pearl River Delta to
provide quality after sales services to customers. This service centre
network will be a catalyst for a larger regional development. The
Group will also enhance its core competitiveness in all aspects, so
as to embody its competitive edge through service excellence.

The approval of the Wealth Style Limited subscription is expected
to provide a solid platform for building a secure and successful
future for the Group, which will ultimately benefit the Company
and the Shareholders as a whole. The board believes that the
Subscriber’s network in Mainland China and the cash proceeds
from the Subscription will place the Group in a more advantageous
position to capture and capitalise on more business and expansion
opportunities.

RESULTS AND APPROPRIATIONS

Details of the Group's results for the year ended 31 December
2006 are set out in the consolidated income statement on page
43 of this annual report.

The directors do not recommend the payment of final dividend in
respect of the year ended 31 December 2006 (2005: nil).

APPRECIATION

Finally, | would like to express my sincere gratitude to all our staff
for their loyalty and dedication and our customers, suppliers,
bankers and shareholders for their continued support.

Louis Wen
Executive Director

16 April 2007
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