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CORPORATION INFORMATION

The activities and particulars of the Company and its
subsidiaries (hereinafter, collectively referred to as the
“Group”) are set out in the Corporation Information and
Report of the Directors.

PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs")
and Hong Kong Accounting Standards (“HKASs") issued by
the Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance except for the exclusion of consolidation
of Taiwan Subsidiaries as set out below. The measurement
basis used in the preparation of these financial statements is
historical cost.

Taiwan Subsidiaries

As detailed in the Company’s previous Interim Reports, Annual
Reports and certain announcements, the Group was involved
in a dispute concerning control over its subsidiaries operation
in Taiwan in early 2005, namely Forefront International
Automotive Limited (“FIAL"), Sunshine Credit Limited (“SSC")
and U-Drive Smart Card Company Limited (collectively referred
to as “Taiwan Subsidiaries”). Certain former members of
the Board actively obstructed the Group’s legitimate exercise
of control over the Taiwan Subsidiaries resulting in the Group
losing control over the Taiwan Subsidiaries until June 2005.
After regaining control of the Taiwan Subsidiaries in June
2005, it became apparent that the operating assets of the
Taiwan Subsidiaries had been used illegally by the former
management of the Taiwan Subsidiaries without proper
authorisation. Multiple civil and criminal litigation proceedings
were initiated against the former management of the Taiwan
Subsidiaries to recover the assets. The books and records of
the Taiwan Subsidiaries were found to be insufficient for the
preparation of financial statements and consolidation into
the consolidated accounts of the Group for the financial years
ended 2004, 2005 and 2006. Accordingly, it is not possible
for the Group to ascertain the exact amount of assets and
liabilities of the Taiwan Subsidiaries at the balance sheet date
of these financial statements.
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Taiwan Subsidiaries (Continued)

As a result, the financial statements of the Taiwan Subsidiaries
have not been included in the consolidated financial
statements of the Group as, in the opinion of the directors,
the inclusion of these financial statements may result in an
inaccurate picture of the Group's financial position and
performance for the year. Whilst the directors consider that
the exclusion of these subsidiaries is the best way of presenting
the Group’s financial position and results for the year in the
circumstances, the reason for the exclusion is not one of the
reasons for exclusion provided for in Hong Kong Accounting
Standard 27 “Consolidated and separate financial statements”
issued by the Hong Kong Institute of Certified Public
Accountants (“HKAS 27") and, in this respect, the financial
statements are not in compliance with HKAS 27. For this
reason, the Company’s auditors have disclaimed their opinion
on the financial statements.

On 30 December 2006, the Company entered into a sales
and purchase agreement with Smeatons Development Limited,
being an independent third party purchaser, in respect of the
disposal of the Taiwan Subsidiaries (“Disposal Agreement”).
The Disposal Agreement was approved by independent
shareholders on 30 March 2007 and completed on the same
day. More information of the disposal is set out in Note 32.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Impact of new HKFRSs and HKASs

At the date of authorisation of these financial statements,
the HKICPA has issued a number of accounting standards
and interpretations that are not yet effective for the current
year. The directors anticipate that the adoption of these new
HKFRSs in the future would have no material impact on the
results of the Group.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December each year. All inter-company transactions and
balances have been eliminated on consolidation.

Subsidiaries

A subsidiary is an entity, in which the Company, directly or
indirectly, has the power to govern the financial and operating
policies so as to obtain benefits from its activities.

In the Company’s balance sheet, investment in subsidiaries is
stated at cost less accumulated impairment losses. The carrying
amount of the investment is reduced to its recoverable amount
on an individual basis. The results of subsidiaries are accounted
for by the Company on the basis of dividends received and
receivable.

Financial instruments

Financial assets and liabilities are recognised on the trade
date basis, when the Group becomes a party to the contractual
provisions of the instruments. The derecognition of a financial
asset takes place when the Group’s contractual rights to future
cash flows from the financial asset expire or the Group
transfers the contractual rights to future cash flows to a third
party. The Group derecognises financial liability when, and
only when the liability is extinguished.
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Non-current assets held for sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amount will be recovered through a
sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly
probable and the asset (or disposal group) is available for
immediate sale in its present condition. Management must
be committed to the sale, which should be expected to qualify
for recognition as a completed sale within one year from the
date of classification.

Non-current assets (and disposal groups) classified as held for
sale are measured at the lower of the assets’ previous carrying
amount and fair value less costs to sell.

Bank borrowings

Bank borrowings are initially recognised at cost, being the
fair value of the consideration received, net of transaction
costs incurred and are subsequently measured at amortised
cost using the effective interest method.

Trade receivables and payables

Trade receivables and payables are recognised at cost which
approximates their fair value, less provision for impairment. A
provision for impairment of trade receivables is established
when there is objective evidence that the Group will not be
able to collect all the amounts due according to the original
terms of the receivables. The amount of the provision is the
difference between the assets’ carrying amount and the
present value of estimated future cash flow, discounted at
the effective interest rate. The amount of provision is
recognised in the income statement.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment losses.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location
for its intended use. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other repair and
maintenance expenses are charged to the income statement
during the year in which they are incurred.

Depreciation is provided to write off the cost less accumulated
impairment losses of property, plant and equipment over their
estimated useful lives from the date on which they are
available for use and after taking into account their estimated
residual value, using the straight-line method, at the following
rates per annum:

Leasehold improvement 50%
Furniture and fixture 20%-50%
Motor vehicles 20%-33%
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For the year ended 31 December 2006
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost which comprises all costs of purchase and, where
applicable, costs of conversion and other costs that have been
incurred in bringing the inventories to their present location
and condition. For motor vehicles, cost is determined on the
specific identification basis, while for other inventories, cost
is calculated using the weighted average method. Net
realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs necessary
to make the sale.

Impairment loss

At each balance sheet date, the Group reviews internal and
external sources of information to determine whether the
carrying amounts of its property, plant and equipment and
investment in subsidiaries have suffered an impairment loss
or impairment loss previously recognised no longer exists or
may be reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of its
fair value less costs to sell and value in use. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the
smallest group of assets that generates cash flows
independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised as an expense and charged to the income
statement immediately.

A reversal of impairment losses is limited to the carrying
amount of the asset or cash-generating unit that would have
been determined had no impairment loss been recognised in
prior years. Reversal of impairment loss is recognised as income
immediately.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable
estimate of the amount of obligation can be made.
Expenditure for which a provision has been recognised are
charged against the related provision in the year in which the
expenditure is incurred. Provisions are reviewed at each
balance sheet date and adjusted to reflect the current best
estimate. Where the effect of the time value of money is
material, the provision is stated at the present value of the
expenditure expected to be required to settle the obligation.
Where the Group expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain.

Revenue

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably.

Sale of goods is recognised on transfer of risks and rewards
of ownership, which generally coincides with when goods
are delivered to customers and title has passed.

Service fee income is recognised when the services are
rendered.
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For the year ended 31 December 2006
HE_TENF+_FA=+—HIFZE

2.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Foreign currencies

Iltems included in the financial statements of each of the
Groups entities are measured using currency of the primary
economic environment in which the entity operates (“the
functional currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the Company’s
functional and presentation currency.

Transactions involving foreign currencies are translated into
functional currency at the rates of exchange prevailing on
the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date
are retranslated at the rates prevailing on the balance sheet
date. Translation differences are included in the income
statement.

On consolidation, the balance sheets of foreign operations
denominated in currencies other than Hong Kong dollars are
translated at the rates of exchange ruling at the balance
sheet date while the income statement is translated at average
rates for the year. All exchange differences arising on
consolidation are dealt with in through the translation reserve.

Taxation

The charge for current income tax is based on the results for
the year as adjusted for items that are non-assessable or
disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts
in the financial statements. However, if the timing difference
arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the
time of the transaction affects neither the accounting profit
nor taxable profit or loss, it is not accounted for.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The deferred tax liabilities and assets are measured at the tax
rates that are expected to apply to the period when the asset
is recovered or the liability is settled, based on tax rates and
tax laws that have been enacted or substantively enacted at
the balance sheet date. Deferred tax assets are recognised to
the extent that it is probable that future taxable profit will be
available against which the deductible temporary differences,
tax losses and credits can be utilised.

Cash equivalents

Cash equivalents in the consolidated cash flow statement
represent short-term highly liquid investments which are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of change in value, net of bank
overdrafts.

Operating leasing

Rentals payable and receivable under operating leases are
recognised as an expense and revenue on the straight-line
basis over the lease terms. Lease incentives received are
recognised in the income statement as an integral part of the
net consideration agreed for the use of the leased asset.
Contingent rentals are recognised as expenses in the
accounting period in which they are incurred.
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For the year ended 31 December 2006
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SETAFFoAS—ALEE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Related parties

A party is related to the Group if (a) directly, or indirectly
through one or more intermediaries, the party controls, is
controlled by, or is under common control with, the Group;
or has an interest in the Group that gives it significant
influence over the Group; or has joint control over the Group;
(b) the party is an associate of the Group; (c) the party is a
joint venture in which the Group is a venturer; (d) the party is
a member of the key management personnel of the Group or
its parent; (e) the party is a close member of the family of
any individual referred to in (a) or (d); (f) the party is an
entity that is controlled, jointly controlled or significantly
influenced by or for which significant voting power in such
entity resides with, directly or indirectly, any individual referred
to in (d) or (e); or (g) the party is a post-employment benefit
plan for the benefit of employees of the Group, or of any
entity that is a related party of the Group.

Critical accounting estimates and judgements

Estimates and judgements are currently evaluated and are
based on historical experience and other factors including
expectations of future events that are believed to be
reasonable under the circumstances. Apart from information
disclosed elsewhere in these financial statements, the following
summarise estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year.

Allowance for inventories

The Group reviews an ageing analysis of inventories at each
balance sheet date, and make allowance for obsolete and
slow-moving inventory items identified that are no longer
recoverable or suitable for use. The management estimates
the net realisable value for inventory based primarily on the
latest invoice prices and current market conditions. The Group
carries out an inventory review on a product-by-product basis
at each balance sheet date and makes allowances for obsolete
items.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements
(Continued)

Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of the
Group is based on the evaluation of collectability and ageing
analysis of the accounts receivables and on management’s
judgement. At the balance sheet date, the accounts receivables
were stated net of provision. A considerable amount of
judgement is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness and
the past collection history of each customer. If the financial
conditions of these customers were to deteriorate, resulting
in an impairment of their ability to make payments, an
additional allowance will be required.

Employee benefits
Defined contribution plans

The obligations for contributions to defined contribution
retirement schemes are recognised as expenses in the income
statement as incurred. The assets of the schemes are held
separately from those of the Group in an independently
administered fund.

Long service payment

The Company’s net obligation in respect of long service
payment under the Hong Kong Employment Ordinance is the
amount of future benefit that employees have earned in return
for their service in the current and prior periods. The obligation
is calculated using the projected unit credit method and is
discounted to its present value and the fair value of any
related assets, including retirement scheme benefit, is
deducted.
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For the year ended 31 December 2006
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2.

SETAFFoAS—ALEE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Segment reporting

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be
presented as the primary reporting format and geographical
as the secondary reporting format.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of property, plant and equipment,
inventories, receivables, operating cash and investments in
securities. Segment liabilities comprise operating liabilities and
exclude items such as taxation and certain corporate
borrowings. Capital expenditure comprises additions to
property, plant and equipment, including additions resulting
from acquisitions through purchases of subsidiaries.

In respect of geographical segment reporting, sales are based
on the destination of shipment of merchandise and total assets
and capital expenditure are where the assets are located.
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For the year ended 31 December 2006
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3. TURNOVER AND REVENUE 3. BN
Turnover and revenue recognised by category are analysed as BOEBR I BEE RSN T
follows:
2006 2005
—EERE —ETRHEF
HK$'000 HK$'000
FERT FiHB T
(a) Turnover (a) E¥%
Sale of motor trucks, coaches and HEEE RECD TR
vehicle accessories A E B 65,762 105,985
Provision of motor vehicle repairs RETEHBER
and maintenance services RERY 25,439 27,010
Fuel commission income WAEHE £ A 3,786 4,754
Provision of other motor vehicle R E A )T E
related services 16 B8 AR 75 - 230
94,987 137,979
(b) Other income (b) HMug A
Interest income B A 594 167
Gain on disposal of interests i & BT B A &)
in a subsidiary a2 e - 7,953
Gain on disposal of property, LEWE HEK
plant and equipment and HBEREMNIMEE
land lease prepayment RIE 2 W as 50 6,985
Others £ fh 1,127 1,561
1,771 16,666
4. LOSS BEFORE TAXATION 4. RBAIEGE
This is stated after charging (crediting): BTy (GEA) T3IRIEA
(i) Finance costs (i) BERAK
2006 2005
—EERE —ETREF
HK$’000 HK$'000
FET FiHB T
Interest on bank borrowings wholly ZBREFARZHEE
repayable within five years ZfETT BEZFE 117 698
Zero coupon convertible bonds TEEABRKES 173 2,780
Interest paid to supplier B HERN 2 E 142 713
432 4,191
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4. LOSS BEFORE TAXATION (Continued) 4, BRBAIEE (&)
(ii) Other items (i) HtEHE
2006 2005
—EEARE —ETREF
HK$'000 HK$'000
FER FET
Auditors’ remuneration =S AT B & 1,000 940
Depreciation of property, ME -BEREZHETE
plant and equipment 603 4,335
Amortisation on land lease T8 5 & b 70 & 5008 8
prepayment - 46
Allowance on inventories GFE#RE 1,559 1,193
Operating lease charges on premises MEKEHEX B 7,475 987
Settlement of legal claim A2 R FA R AR - 7,000
Impairment loss on interests RARERE B A A
in unconsolidated subsidiaries 2 HEwRE - 100,800
Provision on amounts due from FEWR R ERE B A A
unconsolidated subsidiaries RIBRE - 1,133
Provision for success fee (note 26) TR BN & B 5 (B 5E26) 3,500 =
Allowance on trade and other W E SR 5K &
receivables written back EL ) FE I 5008 B B B (1,962) (4,398)
Staff costs, including B THA:
directors’ emoluments: BRESFEHWE:
— Salaries and other allowances —He RHEAMER 18,558 19,161
— Contributions to pension schemes —RRET &I 5K 659 647
Gain on exchange E 5 W s (26) (170)

Forefront International Holdings Limited
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DIRECTORS’ REMUNERATION 5. EEM S
The remuneration of the Company’s directors is as follows: RKARIEEMEEIBT:
Year ended 31 December 2006 2005
BE-EEAET-AZT-HLEE —ZTRE
Basic salaries,
allowances Pension
and other scheme
Name of Director Fees benefits contribution Total Total
ExFe.
)-1:93 B
BEEpg e H it 38 A TEHR #at @i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAERT TAERT THER THER AT
Mr. Alistair Macleod Alistair Macleod %t & 300 - - 300 300
Mr. Arne Karlsson Arne KarlssonZt & 300 - - 300 175
Mr. Cosimo Borrelli (Note i) Cosimo Borrellift &
GED) - - - - =
Mr. David Giles Maund (Note ii) ~ David Giles
MaundZt & (Ff i) - - - - -
Mr. Cheong Ying Chew, Henry — SRE L4 300 - - 300 300
Mr. Kelvin Edward Flynn (Note iii) Kelvin Edward
FlynnZt & (B &Eiii) 75 - - 75 -
Mr. Lau Siu Ki, Kevin ARELE 300 - - 300 300
Mr. Louis Wen (Note iv) BFE A (i) - 834 - 834 -
Mr. Paul Gerard Davies (Note v)  Paul Gerard Daviesst 4
(Ff &) - - - - 200
1,275 834 - 2,109 1,275
Note : (i) Mr. Borrelli resigned on 22 September 2006 MEEE: () Borreli R ER =TT FLA=1
—HEfFE
(i)  Mr. Maund was appointed as executive Director on 22 (i) MaundEER—_ZEZFENA -
September 2006 “—HEZERTES
(i) Mr. Flynn was re-designated from executive Director to non- (i) FlynnZER=—ZZTEFLA=+=
executive Director on 22 September 2006 FHAITESFBENTES
(iv)  Mr. Wen was appointed as executive Director on 1 September (iv) BEER-ZZTEFNLA—BEZ
2006 ERATES
(v)  Mr. Davies retired on 26 May 2006 (v) DaviestE ER—ZTZTRNFRHA -+~
HiRE
No director waived any emoluments during the year. No FAVTBESHRETANHE - REBEZ
incentive payment nor compensation for loss of office was EERFTZA=T—HLFE K&
paid or payable to any director for the year ended 31 IS % 4 1R) £ ] 2B S5 S A9 SR B A (W) 3RIR
December 2006 (2005: Nil). R SRS kB4 (8 (20054 /&) -
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6.

INDIVIDUALS WITH HIGHEST EMOLUMENTS 6.

Among the five individuals with the highest emoluments, one
(2005: Nil) was an executive director whose emoluments are
disclosed in Note 5.

The emoluments paid to the other four highest (2005: five)
individuals during the year were as follows:

REMEAL
TGS HFALH —URATES
(ZZZTLF: B) ATEFMEER
b XX RS -

ZNE S R AUt IvE
FrRf) BT

= o

= T

AT (Z2EEHR

2006 2005
—EERE —TETRHF
HK$’000 HK$'000
FHExT FH& T
Basic salaries and allowances EAFH o KER 2,954 3,342
Pension scheme contributions RIRFFEIEE R 36 38
2,990 3,380
The emoluments fell within the following bands: B 0 F LA S &6 [ -
Number of individuals
A
2006 2005
—EERE —ZEZTRF
HK$'000 HK$'000
THERT FE T
HK$Nil — HK$1,000,000 Z 3t £ 1,000,000 7T 3 4
HK$1,000,001 — HK$1,500,000 1,000,001 L&
1,500,000/ JT 1 1

FRA-AEEYERANUESHFAL (2
REEREMEE) XNFIE FREE
A0 8R 3 0 BE 7R & B B A0 2R sl M IR 4

e

compensation for loss of office. Bl

During the year, no payments were paid to the four highest
paid individuals (including directors and other employees) as
inducement to join or upon joining the Group or as

Forefront International Holdings Limited
BRAEBERERLA
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TAXATION

The Company is incorporated in the Cayman Islands and is

7. ®IE
ARRRAEREEMKL L EHR
BMRHERE-ARARAREM
BRAR-_ZEZERNFR_ZTTRAFYE
& SR A5 i M) 35 K B P A5 TR B 1R A K 85 AR
FEZ RGN AR B AW ER
BRERPARBENSHEE-

exempted from taxation in the Cayman Islands. Hong Kong
Profits Tax has not been provided in the financial statements
as the Company and its subsidiaries either have no assessable
profits or have unutilised tax losses to set off against current
year's assessable profits for both of the years of 2006 and

2005.
2006 2005
—EEXRE —ZTTRF
HK$'000 HK$'000
FTER FHET
Income tax credit for the year FARNFERER
— Qver provision in prior year — L FEBERE - (1,261)
- (1,261)
Reconciliation of tax expenses HIER I HIR
2006 2005
—EEXRE —ZETRF
HK$’000 HK$'000
FHEx FHET
Loss before taxation Br T A B4R (24,752) (118,365)
Income tax at Hong Kong Profits BEEABFNERHEI7.5%
Tax rate of 17.5% EZFER (4,332) (20,714)
Net effect of non-deductible TAIMBRAZ i
expenses/tax-exempted revenue WAZ B FR 2,889 20,980
Over provision of income tax EEEMERBEREE
in prior year - (1,261)
Utilisation of previously unrecognised — B) R 2 Bl R FE =2 §1 I8 B3 18
tax losses (702) -
Unrecognised deferred tax assets MRBEERZ
in respect of tax losses i R T SRR AE A 1R B B 2,145 (266)

Taxation as per consolidated
income statement

mAEBRREINZHEA

(1,261)
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8.

LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders includes a loss of
approximately HK$31,137,000 (2005: HK$123,354,000) which
has been dealt with in the financial statements of the
Company.

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss attributable to shareholders for the year of
approximately HK$24,752,000 (2005: HK$117,104,000) and
on the weighted average of 435,772,000 shares (2005:
435,772,000 shares) in issue during the year. No dilutive loss
per share is presented as the effect of conversion of the
convertible bonds into ordinary shares is not considered since
the average market price of the Company’s shares was
substantially lower than the conversion price during the year
2005.

As explained in Note 26 and Note 32, the Company has
agreed to pay Alvarez & Marsal Asia Limited ("A&M") a
success fee that comprises in part a certain amount of the
Company’s shares. At the balance sheet date, the necessary
conditions for the award of the success fee have not yet
been met and therefore no contingently issuable ordinary
shares in respect of this success fee have been included in
the calculation of diluted loss per share.

REREEER

R ELEEREEE 31,137,000
T (ZEZEFRF:123,354,000867T) 2R
RABHEREPEE-

BEREE
BREABEDRFARREIELEEE
B #24,752,0008 T (ZZEZT A F:
117,104,000 70) R F A E BT @R
DNHEF 5 80435,772,0001k (—EF R
:435,772,0000%) st E-HR=_TZTh
FRARARGOZFHTELRRER
R EEREATRRELFLBRAEE
BRCHBEBREE TUWESYSREE
BB

BN 26 R KisE32ATR IR A AR E
AERTEERERAR ([ZH])X
NEARRABE T EHEERMEK 2 526K B
SoNEER EMEAMS 2 BEKMHE
MAED AHEFESRESERK
WS ABBUBETKE S 2 A
TEBR
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10. PROPERTY, PLANT AND EQUIPMENT 10. ME-BERRXE
Land and Leasehold  Furniture and Motor
buildings  improvements equipment vehicles Total
TREF HENEXRE RARRE RE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET FTHET T THT
At beginning of year 2005 ZZTREY) 49,150 992 2,699 923 53,764
Additions NE - - 270 - 270
Disposal upon disposal of interests i & i B A B4 25
in a subsidiary - - (205) - (205)
Disposals & (43,332) (155) (887) (404) (44,778)
Depreciation charged for the year ~ FRFELH (1,402) (837) (1,603) (493) (4,335)
Deficit debited to reserve RN Rl (4,505) = = = (4,505)
Translation adjustments ERRAE 89 = 15 ) 102
- - 289 24 313
At 31 December 2005 “ZThE
+-A=+-R
Cost KA - - 8,308 1,959 10,267
Accumulated depreciation 25t E - - (8,019) (1,935) (9,954)
- - 289 24 313
At beginning of year 2006 i YN - - 289 24 313
Additions wnE - 2,867 561 439 3,867
Disposals & - - (52) = (52)
Depreciation charged for the year ~ FRITE T H = (312) (218) (73) (603)
Translation adjustments EXRE - - M = (M
- 2,555 579 390 3,524
At 31 December 2006 —ETRF
+-A=+-R
Cost KA - 2,867 5,855 1,762 10,484
Accumulated depreciation BiME - (312) (5,276) (1,372) (6,960)
- 2,555 579 390 3,524
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11. INTERESTS IN UNCONSOLIDATED SUBSIDIARIES 11.

(HELD FOR SALE)

(FEHE) RRGESHRELQF
Z

2006 2005
—EEREF —_ZETRF
HK$'000 HK$'000
FExT FE T
Interests in unconsolidated subsidiaries RARAZRAE W B A 7 2 &R 149,054 149,054
Less: Impairment loss B B 5 1R (100,880) (100,880)
48,174 48,174
Reclassification to interests ENHBRERELE
in unconsolidated subsidiaries RALGEWNEB QA
held for sale 2 RS (48,174) =
- 48,174

As explained in Note 2 to the financial statements, the
financial statements of the Group’s Taiwan Subsidiaries have
not been included in the consolidated financial statements of
the Group in accordance with the Hong Kong Accounting
Standard 27 “Consolidated and Separate Financial
Statements” issued by the HKICPA and the Hong Kong
Companies Ordinance as in the opinion of the Directors, the
inclusion of these financial statements may result in an
inaccurate picture of the Group's financial position and
performance for the year. The Group’s share of the net assets
of these entities, based on audited financial information as at
31 December 2003 and after recognising an impairment loss
of HK$100,880,000 has been included in the 2005 and 2006
consolidated balance sheet as interests in unconsolidated
subsidiaries and interests in unconsolidated subsidiaries held
for sale respectively in the amount of HK$48,174,000.

On 30 December 2006, a disposal agreement was entered
between the Company and an independent purchaser to
dispose interests in the Taiwan Subsidiaries at a disposal
consideration of HK$54,979,000. The disposal agreement was
approved by the Company's independent shareholders and
completed on 30 March 2007. As a result, the interests in
unconsolidated subsidiaries and amounts due to
unconsolidated subsidiaries to be disposed of have been
reclassified as interests in unconsolidated subsidiaries held
for sale and amounts due to unconsolidated subsidiaries held
for sale respectively as at 31 December 2006. More
information of the disposal is set out in Note 32 to the
financial statements.

The amounts due to unconsolidated subsidiaries (held for sale)
are unsecured, non-interest bearing and have no fixed
repayment term.

BN RS R K2R AR IRIER AT
SR ASEMZE B ERNE 275
[fRARBYMEHRER] REERQFIE
Bl REBEENB AR ZHERRIL
BAAARNEB 2 GAVBERR ERE
ERE GTAZEVERRKNTERAK
EEAFE2HBERARRKRIRAE KA
B REAERHE _TT=41+_A
—+t—HZEEBZUBER XEEH
M EER2EEFERNER EAK
100,880,000 T 2 HEEEE S KA
48,174,000 T ZEFIEER _ZF
AR —EERNFREZEEEEAERT
DRIETATIER RERE W B R R R 1E
HERKGEMNBEAR 2

NRZZEERNFE+_A=+H KXAFH
—BIUYEFEE—HHEBE A
54,979,000 Tt 2 HEREBE L E & &K
BRrAaEX-ZHERZER T £
FZA=THEARARA B E# AT
RRBZK AL R-ZEZF+-A
—t+—H RAGEHBRAAZERER
JEREFHERKRGEAK B AR 28
ESREFMHEINABIFELERRES
BB AR R MEMBEHERERLE
EMBRARZRE - EBEESHEEF
BZEHFEBHNME32 -

FE (R EH &) RMRER A B A B3R
REER 2R REREZERER -

Forefront International Holdings Limited
BRAEBERERLA



Notes to the Financial Statements

Bt %5 #R = MY &

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

12. INVESTMENT SECURITIES 12. REES
The Group The Company
rEH RAT
2006 2005 2006 2005
—EEXRE —TTRF —EERE —TERF
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FERT FAT
At cost less impairment loss 1% AN BB E B 18 :
Unlisted equity interest NA &I TR
in Taiwan, at cost REER ERR 6,908 6,908 6,908 6,908
Less: Impairment loss B ORERE (6,908) (6,908) (6,908) (6,908)
13. INTERESTS IN SUBSIDIARIES 13. RB A Al 2 =
The Company
AAT
2006 2005
—EERE —ETRF
HK$°000 HK$'000
FH&xT FH& T
(@) Unlisted shares, at cost (@) JE LMD LA A 22,568 74,934
Amounts due from subsidiaries I NGIE @] 248,505 313,279
271,073 388,213
Less: Provision TR AR (218,700) (215,600)
52,373 172,613
(b) Unlisted shares held for sale, (b) BEHEZIE LML
at cost TR 52,366 =
Less: Impairment loss B ORE 1R (11,977) -
40,389 =
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13. INTERESTS IN SUBSIDIARIES (Continued) 13. AMIB AR Z2ER (&)
(¢) The amounts due from/to subsidiaries are unsecured, (0 MU EMKEARZZHEAER
non-interest bearing and have no fixed repayment term. R ERERECEEGR.
(d) The amounts due to subsidiaries held for sale are (d) ERBELERNBARIZRES
unsecured, non-interest bearing and have no fixed EIRH 2B NEMTE ZERIGR

repayment term.

(e) Details of the subsidiaries at 31 December 2006 were as () RZEZERF+-_A=1+—HZMH
follows: BARGFERT:
Issued and
Place of fully paid Percentage of
incorporation/ share capital/ equity interests
Name of subsidiary operation registered capital held by the Company Principal activities
Directly Indirectly
at i BETRAR XRARHBRE
MELRER B/ S BA/EMER BEAOL TEXH

BEE fA &

Allen Motor Co, Limited Hong Kong HK$2 = 93.7% Provision of agency services
GSRETERAA B 28T for insurance and financing
of motor vehicles

REAERREBERERE

Cybergear Limited British Virgin Islands US$1 100% - Investment holdings

RERKEE 1%7T REER
Cyber Centre Limited Hong Kong HK$2 - 100% Inactive
FHEHLBERAT e 2T EE2%
Digital Cyber Technologies Group Ltd British Virgin Islands us$1 - 100% Inactive

RERKEE 1%7T EE2%
Forefront Automotive Services Company Limited  Hong Kong HK$20 = 100% Trading of motor vehicle
BAAERBERRA 6 20% 7T accessories and provision of

motor vehicle repairs
and maintenance services

RETRMHE S REH

RERERERS

Forefront (China) Company Limited Hong Kong HK$20 = 100% Investment holdings
B (FE)ARAT Eit 20T REER
Forefront Finance Co Limited Hong Kong HK$2,000,000 - 93.7% Provision of
BAEVBERAR e 2,000,000 & hire purchase financing
REAEREA

70 Forefront International Holdings Limited
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13. INTERESTS IN SUBSIDIARIES (Continued)

Place of

incorporation/

Issued and
fully paid
share capital/

For the year ended 31 December 2006

HE-ZT

— ==

13. RK B 2 =

Percentage of
equity interests

NEFTZA=+—HIEFE

2R (&)

Name of subsidiary operation registered capital held by the Company Principal activities
Directly Indirectly
iR BRTRARE AREFBRA
ol PR RY/SEn% BRE/EMEXR EEEAL TEER
BE f &

Forefront International Automotive British Virgin Islands/  US$3,254,681 100% - Trading of motor trucks,
Limited (Note 11) Taiwan 3,254,681% T coaches and vehicle accessories

BRABEREROERAR (FiE11) KBREUHEE /A and provision of

motor vehicle repairs and
maintenance services
B8 RECTRAESRY
BHRREAEABRERY
Forefront International (Hong Kong) Limited Hong Kong HK$100,000 - 100% Trading of motor trucks
‘A (BE)BERAR BB Ordinary share and coaches
HK$6,000,000 EERREELES
Non-voting
deferred shares (i)
100,000 # 7t & @ R
6,000,000 7 7t 1% 2
BRETERD (1)

Forefront International Trading (Shanghai) Mainland China US$200,000 - 100% Trading of motor trucks
Co Ltd. (i) il ] 200,000 T and vehicle Accessories
BABERES (LB)BRAR (i) EBRABTRHES

Forefront Investment Holdings Limited British Virgin Islands UsS$47,752 100% - Investment holdings

EEETHS 47,752% T REER

Forefront (Macau) Automotive Limited Macau MOP25,000 - 100% Trading of coaches and
BACRM) REERAA R P9 25,000 T vehicle accessories and
provision of motor vehicle repairs

and maintenance services

REETEAETE M

BHRREAEABERERY

BHAERE (R BRAR (i) Mainland China HK$625,000(iii) = 100% Trading of motor trucks,

Forerunner (China) Development Co Ltd

B (PE) BRERDA

RE R

Hong Kong

625,0007% T (iii)

HK$10,000
10,0003 7T

= 63.75%

coaches and vehicle accessories

SR REELTRAETEMAES

Investment holdings

REZR
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13. INTERESTS IN SUBSIDIARIES (Continued) 13.RMBRARIZER (&)

Place of
incorporation/

Issued and
fully paid
share capital/

Percentage of
equity interests

Name of subsidiary operation registered capital held by the Company Principal activities
Directly Indirectly

at it BETRAR XRARHBRE
HEAR LM R/ SEns% BRE/EMEXR EZEAL TERK

BE f &
Griffin Holdings Limited Hong Kong HK$1 - 100% Investment holdings
Ei 1% REER
Merryork International Ltd British Virgin Islands US$1 100% - Investment holdings
RERKEE 1%7T REER
Pureland Development Corporation British Virgin Islands Us$1 - 100% Investment holdings
RERKEE 1%7T REER
Prime Wish Development Limited Hong Kong HK$2 - 93.7% Investment holdings
SRERERRA e 2T REER
Scantle Management Limited British Virgin Islands uss$2 100% - Investment holdings
RERKEE VEY REER
Stareast International Limited British Virgin Islands Us$2 - 100% Investment holdings
RERKEE VEY REER
Sunshine Credit Limited (Note 11) Taiwan NT$201,000,000 - 93.7% Provision of
BLEBROBRAR (K1) a& $741%201,000,0007T hire purchase financing
RUEERRE
U-Drive Company Limited Hong Kong HK$1,000 - 93.7% Provision of chain services to
ERTBERATF B 1,0007% 7 vehicle customers
MSERFRESHRYE
U-Drive Smart Card Company Limited (Note 11)  Taiwan NT$360,000,000 - 93.7% Development and operation
ERABERBERAA (K1) a8& 7 4 %360,000,0007T of multi- application
smart card system
MERKELABREZRESR
V-Guard Technology Limited Hong Kong HK$100 - 93.7%  Provision of telematics services
B 100 7T R AGE E B AR

72 Forefront International Holdings Limited
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13. INTERESTS IN SUBSIDIARIES (Continued)

Notes:

(i)

(ii)

(iii)

Holders of deferred shares have no rights to vote at general meetings or
receive any dividend. Upon winding up, they are entitled to one half of
the balance of the company’s assets after HK$100,000,000,000 has
been distributed to holders of ordinary shares.

Forefront International Trading (Shanghai) Co., Ltd. is a wholly foreign
owned enterprise established in People’s Republic of China (“Mainland
China"”) to be operated for a period of 50 years up to May 2050. The
Company is in the process of voluntary winding up.

BHAERS CRI) BB 2AE is a wholly foreign owned enterprise
established in Mainland China to be operated for a period of 30 years
up to June 2036. The authorised share capital of the company is
HK$3,500,000.

None of the subsidiaries had any loan capital in issue at any

time during the year ended 31 December 2006.

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

1B.RAMEBLARZERE (&)

o & -

() BEEROHOFBRAERERIAE LIREL
WHREMKRE EEEK HEFBREE
100,000,000,000 B T# & AR S IRE T ¥
BROFEAN RERBEAEREN —FTH
ETBELERDOFAA

(i) T"BAHBEKES (LB ARARAETEAR
FRE ([hER]) KIHEIERE &
EHRKEZE—_TRTFRA AHEt+E-
W RBIIEREBRIEEREF-

(i) ®BHAERE CRID ERARAEFEAM
KRIMBINELE CEHRBGEE_T=N
FERA BP=1F - URAZEERER
3,500,000/ 7T ©

EMBRARRBE_ZTTRELT A=

T— B IEFEANEREELEEAD
BITEEER-

14. INVENTORIES 14. ZE
The Group
AEH
2006 2005
—EERE —ETRF
HK$'000 HK$'000
FH&xT FH& T
Motor trucks and coaches EENREE L 24,843 24,772
Vehicle accessories B SR 8,029 15,354
32,872 40,126
Less: Provision for obsolete and 8 PR R o

slow-moving inventories FEEE (2,517) (6,018)
30,355 34,108

At 31 December 2006, the amount of inventories included in

above carried at net realisable value totalled approximately
HK$2,497,000 (2005: HK$5,750,000) and the balance of
approximately HK$27,858,000 (2005: HK$28,358,000) was
at cost.

RZBEEXNF+-_A=+—H8 it AL
NUAEBRFECFESEAROR
2,497,000 c (ZEZ A 5,750,000
BIT) T #R%E27,858,0008 L (ZEF
1 4F :28,358,0007% 7T ) Bl LA AKX AR ZI|BR -
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For the year ended 31 December 2006

B=

15. TRADE AND OTHER RECEIVABLES

74

SETAFFoAS—ALEE

15.

& U B 5 iR =X R E it B KR

The Group The Company
rEE ¥ NUNE|

2006 2005 2006 2005

—EERE —ETAHF —EETXE —ETAHF

HK$'000 HK$'000 HK$’'000 HK$'000

FET FHEL FET FAT

Trade receivables EWE 5 k= 10,265 18,790 - =

Other receivables H fth BE W SR IE

Deposits, prepayments and & & B RE R

other debtors H fth & Y 5k I8 8,149 47,476 1,514 39,195

18,414 66,266 1,514 39,195

Included in deposits, prepayments and other debtors at 31
December 2005 was a receivable of approximately
HK$38,850,000 being US$5 million of unpaid proceeds from
the US$15 million zero coupon convertible bonds issued by
the Company in 2004 (Note 20).

At 31 December 2006 other receivables included an amount
of approximately HK$307,000 (2005: HK$2,362,000) due from
Scania CV AB (publ) (“Scania”), the Group’s principal supplier
and the holding company of Scania Trade Development AB, a
substantial shareholder of the Company.

R-ZEERFE+_A=+—HBz¥%-
FENREREMERRIERE —SEK
FXTH #938,850,000/ 7T I AR Al =
T PNFE7715,000,000 L2 EEE
AR & % 2 7R 7 A7 1% 5 185,000,000
E T (f7E20) -

RZEEXF+_A=+—H HtE
Wy 3k 18 B2 45 & Wk Scania CV AB (publ)
([Scanial ) 2 FRIE /2 49307,000% 7T
(ZZEZT A 2,362,000 7T) °Scania
Th 7R & B = Z € K Scania Trade
Development AB (AR AR —HEERE)
ZYERR AR
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15. TRADE AND OTHER RECEIVABLES (Continued)

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

15. EWE Btk R K& H B R E
(%)

The Group grants to its customers credit terms ranging from REBGETEPHNEENN T —E=F
1 to 3 months. The ageing analysis of the trade receivables at ATE-EWESRFNREEBIREK D
the balance sheet date is as follows: T
The Group
rEE
2006 2005
—EEXREF —ZETRF
HK$'000 HK$'000
FER FET
0 to under 3 months ZE BB =EA 10,257 16,457
3 to under 6 months =EZTBENEA 61 2,342
6 to under 9 months ANETNHEBNLEAR - 129
9 to under 12 months NETEBA+T—{EA 56 88
Over 12 months BiEt+—EA 5,623 7,939
15,997 26,955
Less: Allowance on bad and B RIEIR AR
doubtful debts (5,732) (8,165)
10,265 18,790

16. PLEDGED DEPOSITS
As at 31 December 2006, the Group pledged deposits
approximately HK$558,000 (2005: HK$1,474,000) as collateral
to satisfy contingent warranty and delivery obligations in
relation to certain sales contracts.

16. S EHFFR
R-ZEZERNE+_A=+—H A&EH
A 558,000 TFR (ZEZRF:
1,474,000 70) - AIEEREBBE T
HESHN 2SI RRE R MR ZHET

O
nnA °
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For the year ended 31 December 2006
HE_TENF+_FA=+—HIFZE

17. TRADE AND OTHER PAYABLES 17. ERE SRR HEt BN FRE

The Group The Company
rEE Y YN

2006 2005 2006 2005

—BERF —ZETREF ZEEXRE —ZETREF

HK$'000 HK$'000 HK$'000 HK$'000

TERT THET THERT TAT

Trade payables BN E SR 14,991 18,223 - =
Other payables H fth P&+ TR IR

Accrued charges EEt B AR
and other creditors H 1 & < 538 15,098 11,690 7,528 3,039
30,089 29,913 7,528 3,039

BNESERNEE B ZKRE D0

The ageing analysis of the trade payables at the balance sheet

date is as follows: T
The Group
KEME

2006 2005
—EERE —TETRF
HK$'000 HK$'000
FHE T FH& T
0 to under 3 months TETNHBA=MA 13,686 15,126
3 to under 6 months =2 THEENEAR 1,027 1,059
6 to under 9 months NETHBBNAEA - 1,747
9 to under 12 months NETBEB+=M@A - -
Over 12 months HBiE+ =& A 278 291
14,991 18,223

Included in trade payables at 31 December 2006 was RZZBZERNF+TZA=+—HZERE
approximately HK$10,119,000 (2005: HK$9,333,000) due to 5 R 7B 4E JE 1~ ScaniaZ £710,119,000
Scania. BT (ZEZETAHF:9,333,00087T) °

Forefront International Holdings Limited
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18. DEFINED CONTRIBUTION PLANS

The group companies in Hong Kong participate in the
Mandatory Provident Fund (the “MPF Scheme”) which is a
defined contribution scheme managed by independent
trustees. The assets of the fund are held separately from
those of the group companies and are managed by
independent professional fund managers. Under the MPF
Scheme, each of the Group (the employer) and its employees
make monthly contributions to the MPF Scheme at 5% of the
employees’ earnings as defined under the Mandatory Provident
Fund legislation. The monthly contributions of each of the
employees are subject to a cap of HK$1,000 and thereafter
contributions are voluntary.

Contributions of approximately HK$106,000 (2005:
HK$106,000) were payable to the fund at 31 December 2006.

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

18. A E R EH &

SEETEFTENARZNT BHMER
BestE (MaEsetdl) ZAtalE—
BEEBLREAEENRERRTEN-
ZETHNEEREAKEEARNEED
REE THEYEXRESKETE R
maiEasr e NRE (BX) REESR
BREBRBEEFIZRE FEEBAR
BEEAEFHESENERRASRZ
HR-BREEZEAHRNLERR1,000
BT R KA B RS

RZEBERNFEF+_A=1+—H0 &&£H
JENZES ZH]FZHAE106,0008 7T (=
TETRHE 106,000/ 7T) °

19. INTEREST-BEARING BORROWINGS 19. 5t B &

The Group The Company
KEE KAT
2006 2005 2006 2005
—ETXE —ETRF —EEAE —TTRF
HK$'000 HK$'000 HK$'000 HK$'000
THEx FHET THEx FTAT
Unsecured bank loans ERBIBITER
— Current portions — BV EA &6 17 9,366 - 9,366
- Non-current portions — JERN A &L 1n = - =
9,366 - 9,366
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For the year ended 31 December 2006

B=

19.

20.

78

SETAFFoAS—ALEE

INTEREST-BEARING BORROWINGS (Continued) 19. 7 BB E (&)
The Group The Company
rEE b /N
2006 2005 2006 2005
ZEEXRE —ETRF —EEXRF —ZETRF
HK$'000 HK$'000 HK$'000 HK$'000
THERT FET TExT FET
The borrowings are repayable: 787 T 51 & HA
EHENEE
Within one year —FR - 9,366 - 9,366
After one year but —F%EBE
within two years M E A - - - =
- 9,366 - 9,366
Less: Amounts repayable AR —FRNE
within one year R A WA )
included under BENEHE
current liabilities - (9,366) - (9,366)
Amounts repayable —FREENGE

after one year -

Bank borrowings of approximately HK$ 9.4 million were settled
in full in May 2006 and no further borrowings has been
obtained since then.

ZERO COUPON CONVERTIBLE BONDS

The zero coupon convertible bonds were fully redeemed,
repurchased and cancelled in 2006. In February 2006, the
Company redeemed approximately US$4 million of the
convertible bonds together with redemption premium interest
and signed an agreement with Mr. Michael Tsai to repurchase
the remaining approximately US$5 million of the convertible
bonds that were subscribed by him but proceeds were unpaid
for HK$1. The repurchased approximately US$5 million of
convertible bonds was then cancelled pursuant to the terms
of the bonds issue upon the repurchase by the Company
being completed in May 2006.

20.

RIEBEERNFRAARACHEREED
9,400,000 T ZRITEE  th 18 K L ER
BREINEE-

EEENBRRES

EEEMNBBREFER_ZEZARF
O BERMFHE AAAR_EE,
— A& [E 494,000,000 T Z Al L &

2

/I Hp

o B NBEDEE RS - I EE G L
B — ek AVBTT S L EBERK

ERBEANMEREBEBZEBKRD
5,000,000% JT 2 AT R AR & % - AN A RIE
—EERNFRAEKEBLOE FMELOY
5,000,000kt 2 Al MREHF HEZE R
BESFBEITHRRT AR
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For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

21. DEFERRED TAXATION 21. R IE
Deferred taxation is calculated on temporary differences under BEEREDREREENAEERER
liability method using applicable tax rate of 17.5% (2005: MEITS% (ZEZERF 17.5%) BE
17.5%) for group companies incorporated in Hong Kong. MK 2 S B A REHIREMH -
The Group has not recognised deferred tax asset in respect REBWESEEE TEATMK L2
of unused tax losses of HK$123,100,000 (2005: RAZARBABIEEIEA123,100,000
HK$110,841,000) relating to certain Hong Kong incorporated BT (ZTZTRHF:110,841,000/TT) i
subsidiaries. The tax losses have no expiry date under current RIEEHIBEE-RBRATPE BIEE
tax legislation. The deferred tax asset has not been recognised B EERB B RERIEEE R KR
due to uncertainty of its recoverability. fhET AT Y B M R T HE AR
22. SHARE CAPITAL 22. [ A
2006 2005
ZEEXRE ZTTREF
No. of shares No. of shares
‘000 HK$'000 ‘000 HK$'000
RGEAE & A
T TER Fik FET
Authorised: EE:
At beginning of year and FUREER R
at balance sheet E{E0.10/8 T
date at HK$0.10 (ZZEZRF:
(2005: HK$0.10) each 0.10% 7T) 1,000,000 100,000 1,000,000 100,000
Issued and fully paid: ERTRMR:
Ordinary shares of FY - BREE
HK$0.10 each at 0.10/8 T 2 & @A
beginning of year 435,772 43,577 435,772 43,577
At balance sheet date REEEHR 435,772 43,577 435,772 43,577
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For the year ended 31 December 2006
HE_TENF+_FA=+—HIFZE

23. SHARE OPTIONS 23. ,E%H’iﬁé
The Company has a share option scheme, under which it may PAN/N —IER AR & 45 Uk A [A)
grant options to employees of the Group (including executive PINES IEE\ (BERAGHNITES) KN
directors of the Company) to subscribe for shares in the BRE RAERLZERRTTRDET
Company, subject to a maximum of 30% of the nominal fRA30% HEE (it = - W BT
value of the issued share capital of the Company from time FERBZETE MR 2 EREMBIT 2
to time, excluding for this purpose any shares issued on the FRRD) 2D -TEERBARRRE
exercise of options granted under the scheme. The exercise gEET MAFAEERTI=22%
price will be determined by the Company’s board of directors, =B

and will not be less than the higher of:

(i) the closing price of the shares as stated in the Stock () WBHEBKEREREZBEIFAT
Exchange daily quotations sheet on the date of offer; HB&RFTHR o WmiE:

(i) the average closing price of the shares as stated in the (i) ROEBREBREREZEHZBA
Stock Exchange daily quotations sheets for the five FERZ 5 A - B AT B 3K PR
business days immediately preceding the date of offer; 2 FHWTE sk
or

(iii) the nominal value of the shares. (i) B mEE-

At the balance sheet date, no option has been granted under REEH AARTERIFBEREE

the share option scheme. P ] B8 A e o

24. RESERVES 24. f#1E
The Company NN
Capital Capital

Share Contributed Capital Redemption Accumulated
Premium Surplus Reserve Reserve Deficit Total
R4 5RE BB BEXRE BEXEERE e it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTAET FTEL FAET FET AT THET
At 1 January 2005 R-_ZEZRE—A—H 235,491 16,692 4,492 1,173 (130,750) 127,098
Loss for the year FEER - - = = (123,354) (123,354)
At 31 December 2005 e e = 235,491 16,692 4,492 1,173 (254,104) 3,744
At 1 January 2006 RZZZR E—-A—H 235,491 16,692 4,492 1,173 (254,104) 3,744
Loss for the year FEBE - - - - (31,137) (31,137)
At 31 December 2006 RZ-TEAF+=-A=+—H 235,491 16,692 4,492 1,173 (285,241) (27,393)
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For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

25. CASH USED IN OPERATIONS 5. BREXKFTRARS

2006 2005
—EEARE —ETREF
HK$'000 HK$'000
FER FET
Loss before taxation B A &S 18 (24,752) (118,365)
Finance costs & AR 432 4,191
Interest income F 2 WA (594) (167)
Depreciation of property, plant and ME-BEREZEBITER
equipment and amortisation of METE FRIBHEH
land lease prepayment 603 4,381
Gain on disposal of property, plant and HE®WE BE K& EH K&
equipment and land lease prepayment  FB{f 1 it 0 & I8 ~ W =5 (50) (6,985)
Gain on disposal of interests & BT B A B 25 Uk 55
in a subsidiary - (7,953)
Impairment loss on interests in RARGEWNBRAIER
unconsolidated subsidiaries BB EE - 100,880
Provision on amounts due from KRR KEGEEMBRARZ
unconsolidated subsidiaries TR B - 1,133
Changes in working capital: EEES2EH:
Inventories w8 3,753 (1,779)
Trade and other receivables JEWE SR K Rk
H fth f& WK IR 9,002 (433)
Trade and other payables BB SRR R
H i & {5 5/ I8 176 10,552
Amounts due to unconsolidated R REEHEA A
subsidiaries Z FIE - 6,346
Cash used in operations REXEARE (11,430) (8,199)
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For the year ended 31 December 2006
HE_TENF+_FA=+—HIFZE

26. CONTINGENT LIABILITIES
Guarantee in relation to SSC

As at 31 December 2006, the Company had no outstanding
guarantees (2005: HK$17,445,000) to Taiwanese banks in
respect of facilities provided by the banks to SSC.

Alleged agreement on investment in a customer

A Mr. Lo Chia Yu (“Mr. Lo") has allegedly claimed a verbal
agreement was entered into on 12 March 2002 by his wholly
owned company, Global Travel Holdings Limited (“Global
Travel”) and Forefront Automotive Services Company Limited
(“FAS"), a wholly owned subsidiary of the Company, relating
to an equity investment by FAS in Global Travel amounting to
HK$7,800,000. FAS's position is that the agreement was
subject to it conducting due diligence on Global Travel to its
satisfaction. As requested, FAS paid a deposit of HK$2,000,000
to Mr. Lo. Subsequently, the accounting firm employed by
FAS reported unsatisfactory due diligence, therefore FAS did
not elect to proceed with the alleged agreement. Mr. Lo has
filed proceedings claiming HK$7,800,000 together with
alternative damage and FAS has lodged a counter claim to
Mr. Lo for the return of the HK$2,000,000 paid as deposit. A
contingent liability netting off the counter claims as set out
above amounting to HK$5,800,000 are alleged to be due
from FAS to Global Travel. The matter has not progressed
after an initial hearing and was adjourned to a further date
to be determined by the court subject to its receipt of
sufficient documents from the two parties. The Company has
not received any notice in relation to any specific dates for
any further hearing.

26.

KRR E
ARIB L2 MR

RZEEXF+_A=1+—H &AQ
HBITRBLREZRBEMmRFAER
MEthZﬁT%fi%ia‘%{%ﬁ%/%n(_%@gﬂ
£ : 17,445,000/ 7T ) °

R—BEFZRENERBH SR
ERRMAE([BREE])EBEZ2EM
& 2 Al Global Travel Holdings Limited
([ Global Travel] ) B84~ 7] 2 & & [t
BARRE AERBERLAR ([BHFA
HERE]) R =_F=A+=HFIL
—AERE EAREBERTER
M Global Travel® & 7,800,000/ T
BRHAERB 2 G AZBEERERE
¥ Global TraveliEfT 2 BB ES R A
AEE-wmAAERBEEERKMEE L
A F A —%1%£2,000,0008 Lo Hi% -
EREATRERBEE 22 MITHRE
WA EHZEREEER AREA A
BRRBEEBETNEEETZIEE R
EFEEHEBEHEFLREREFRERE
7,800,000/8 JTi&E A & K5 E - MR A
BEREEMEEERERRE ERR
[l B 14 % 42,000,000 7T+ B 1L EE £ —
% 5%05,800,0008 T 2 KA B E - UK
HEMEEREBR AERBRE
Global Travelz R REHKIE Lt EEFR
MPRARTEEMNER YEHRERE
E‘ﬂiﬁﬁ%i)&iZﬁ{ﬂlE—?“f‘ZE%%KEE?
BEFRAXHEBAAIEE -AKNRQF
EEEEBENEMETE B E®E TTET—J
— SR B
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26. CONTINGENT LIABILITIES (Continued)

Alleged claim for investment lost in the Company’s
shares

On October 2006, Gains Investment Corporation and 5 # B
BRE D AR A A
family (“Yang Family”) had defrauded them into acquiring

("Plaintiffs”) claimed that Yang Kwn San’s

the Company’s shares while also dissipating FIAL's assets. The
Plaintiffs sued the Company, Taiwan Subsidiaries and the Yang
Family for damages of NT$1,520,000 (approximately
HK$366,000) in the Taiwanese court. The Company’s Taiwan
legal advisors advised that the case is pending and no hearing
date has been set.

Success Fee to A&M

On 27 April 2006, the Company entered into a new
engagement with A&M for a period of up to 9 months from
8 January 2006 until 7 October 2006. The A&M engagement
was extended on 8 October 2006 on the same terms and
conditions to 7 April 2007. Pursuant to the A&M engagement,
the Company agreed to pay A&M a monthly fee capped at
HK$375,000 and a success fee which includes a cash payment
of HK$3.5 million and the A&M Allotment. The remuneration
package of the monthly fee and success fee payable by the
Company to A&M was arrived at after arm’s length negotiation
between the Company and A&M. A&M assisted the Company
to submit a resumption proposal to the Stock Exchange on 2
June 2006. A provision of HK$3,500,000 in cash was therefore
made accordingly in respect of the success fee.

No provision was made in relation to the A&M Allotment as
it is subject to the necessary approvals being obtained as
required by the Listing Rules.

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

26. RAREE (&)

REDATARBREBRINEBRE

—EERFTA FEKRERERMD
BARRSWEEBRHDAERAR ([RE
AN BBEBSELRE ((BERK]) X
FFZME DA AKERARIRG S I5
ﬁ%ﬂzﬂ%ﬁlﬁﬂs’]’éﬁoﬁi/\még
AR BT ARG A ENBA
KGR RIEEREE sﬁﬁ‘\ﬁ% 520,000
7T (#)366,000/870) * ANAR) 2 B AR
BERRTBERGEATLE BAIME
EEARBRKRER-

RTFRBzTAMS
EA:TT/\EEH ++H A&ARQa)HE

BN —HOWEREHN BZTTAN
¢ ANBE-_ZZA E+AtALA
HEZNEA TBNERENR=-ZZ
ANETANBZBERGRREGHTERZ
T ENA LB REETENE
E-ARRRERNTESXNEAEAER
%375,0008 0 WRBE—F 5
3,500,000 TR & 2 TR & K& B
REEH-AQNRENZEBEZEANS
HERFTHEMETEARNRHEZBIZA
IJ?W%F@&#E R ZEENFENA
—H BB AR R MR ATIRR R
@EEE%% YNNI e A
4 1 H 3,500,000 TTIR & B o

AR ZERZEFERER EMRRRER
(EL%-Jraii o : RSN R NN 3 A
Bt
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For the year ended 31 December 2006
BE-—FEENFF+-_A=+—HIFE

27. COMMITMENTS 27. A
(i) Capital expenditure commitments (i) EARELZEIE
At the balance sheet date of 2006 and 2005, the Group R-ZBERFEFR_ZEZThFIH#E
had no capital expenditure committed for either year. H - AEEYEERNRAAE
(ii) Operating lease commitments payable (i) ERAKERERE
At the balance sheet date, the Group had total REER AEBR A FHLE
outstanding commitments in respect of land and buildings HERTHREFHERERAINZ
under non-cancelable operating leases, which are payable A RN REABELAT:
as follows:
2006 2005
—EEARE —ETAREF
HK$'000 HK$'000
FET FET
Within one year —F R 4,210 5,736
In the second to fifth years inclusive % -FZFHERHF
(BHEEEMEF) 2,698 130
6,908 5,866
28. BANKING FACILITIES 28. RITH A
At balance sheet date, the Group had no available banking REER RNEBWEBITERE(ZF
facility (2005: HK$9,366,000). T HH 9,366,000 7T) °
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For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

29. RELATED PARTY TRANSACTIONS 29. BEALIRS
2006 2005
—EERE —ETRHF
HK$'000 HK$'000
FERT FET
Scania (Note i): Scania (B 3Ei) :
— Purchases and services provided —BERERHRS 56,776 38,322
— Warranty claim — R E & E 3,376 1,499
— Interest paid —BRFHE 142 565
- Miscellaneous income —FIEWA 406 =
— Disposal of subsidiary —HEME QT - 7,798
Griffin Automotive Limited (Note i) Griffin Automotive
Limited (B &)
— Sales —HE - 130
— Purchases —BE 15 =
Scania Singapore Pte Ltd (Note i) Scania Singapore
Pte Ltd (Pt &%)
- Sales —HE 311 -
— Purchases and services provided - BERERERS 25 =
FIAL (Note ii) 877 B (Bt
— Purchases —-BE - 6,345
A & M (Note iii) 7 18 (Bt 3xiii)
— Professional fee paid —-BENEEER 6,775 2,887
RSM Nelson Wheeler Corporate EREDCFERERERE
Advisory Services Limited (Note iii) AR A (K EEiD
— Professional fee paid —-BENEXER - 3,113
Forefront Automobile Industry BHABEIER®D
Limited (Note ii) BR A F (P
— Purchases —BE - 3
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29. RELATED PARTY TRANSACTIONS (Continued)

Notes

(i)

(if)

(iii)

(iv)

Scania is the principal supplier of the Group and a holding company of
Scania Trade Development AB, a substantial shareholder since May 2005.
Both Griffin Automotive Limited and Scania Singapore Pte Ltd are wholly

owned subsidiaries of Scania.

Forefront International Automotive Limited is a wholly owned subsidiary
of the Company and of which Forefront Automobile Industry Limited is

an associated company.

The Company had engaged A&M (which acquired the business of RSM
Nelson Wheeler Corporate Advisory Services Limited with effect from
July 2005) since December 2004 to provide financial and operational
monitoring support, initiate improved controls and to assist with regards
to prudential and corporate governance issues for the Group. It was
disclosed in the Announcements that A&M was a connected person by
virtue of being an associate of Mr. Cosimo Borrelli and Mr. Kelvin Edward
Flynn who together control more than 30% of the voting shares of
A&M, who were then Directors of the Company, therefore, the entering
in the engagements with A&M constituted connected transactions.

A&M subsequently ceased to be a connected person to the Company
due to the fact that:

Mr. Borrelli and Mr. Flynn both resigned from A&M in September 2006
and ceased to have any shareholding interests in A&M. Mr. Borrelli
resigned from the Company on 22 September 2006 and A&M ceased to
be an associate of Mr. Borrelli and Mr. Flynn. As such, A&M is no longer
an associate of any Director of the Company, therefore, the extended
A&M engagement with the Company in October 2006 was no longer

constitutes a connected transaction.

Sales and purchases were charged at market prices.

Professional fee and interest expenses were charged at the pre-agreed

rates.

29. BEAETREZ (&)

s

0]

(if)

(iii)

(iv)

(v)

Scania& A5 B 2  Z &7 [ Scania Trade
Development ABZ #% it A &) ° Scania Trade
Development AB E-ZT T RHF A ARRAR
A\ 2 E Z/E - Griffin Automotive Limited
¥ Scania Singapore Pte Ltd¥J &Scaniaz &
B BRR -

BABERAERNDERARABEARAZ2E
MEBAR BAAEIERMERARARE

/NI

BE-TTNF+_ARRAEZERE (K
BRERECXERRBEBERAR RTZTH
FLAER) REBERERBEZZE H
A& MoK BT &T&Eﬁﬁﬁ§$’§l2uﬂﬂ*

MEEREHE L ®JyCosimo Borrellift & &
Kelvin Edward FIynn?EEZBﬁ AT HEH

PEHI R B30%IA F 2 BRERRAEMAK
EEA@E—JZ§$'.&h'ﬁiﬁi%%%ﬂ?ﬁ%%ﬁi
HiER S

ZEBATRAEEEGKRIERBAARZHE
AT

Borrelli5t &£ K Flynne £ R =TT RNF N A
RZBEE AR EFEEMLEZERE
meoBorrelif ER—TT R FNLAT =B
RNRQFBAE - BB LK BBorrellie £ &
Flynnfe £ 2 BB AL -l RBTIBARR
AEAERZAEAL ARRRZTTNF
TAERZERENTEERBERS-

HERBRHEMEFE-

XERRNEFRX IR BENEBR

o

e
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30. FINANCIAL RISK MANAGEMENT

The Group’s principal financial instruments are cash and short-
term deposits. The main purpose of these financial instruments
is to raise and maintain finance for the Group’s operations.
The Group has various other financial instruments such as
trade receivables and trade payables, which arise directly from
its business activities.

The main risks arising from the Group’s financial instruments
are credit risk, foreign currency risk and liquidity risk. The
Group does not have any written risk management policies
and guidelines. However, the board of directors generally
adopts conservative strategies on its risk management and
limits the Group’s exposure to these risks to a minimum. The
board of directors reviews and agrees policies for managing
each of these risks and they are summarized below. The Group
also monitors the market price risk arising from all financial
instruments.

For the year ended 31 December 2006
BE-—FEENFF+-_H=+—HIFE

30. M b EE

AEEZFEMBIARRE RERE
R WEMBETAZIERENREE
BrXBEERE-AEERETHM
MBTEAE WEEBEXRBELEZRK
BIRAREMNE SRR

AEEMBITAMELEZEZRBAE
ERE - SNERBREREE SRR KK
] 3 % B X R L B o TR SR e dE sl e R
m-EFeRHERERERE - REART
SRS - 3 PR I AN R B AR 2 B RO E &
B-BEFEEHNRAERRAEEAL
SREAR SRR MM T - REEH IR
EEMESRIAMELAZMSERER

LA
o0
ZON

o
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For the year ended 31 December 2006
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30. FINANCIAL RISK MANAGEMENT (Continued)

88

Credit risk

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts due to the Group, resulting
in a loss to the Group. The Group has adopted procedures in
extending credit terms to customers and in monitoring its
credit risk. The credit policy on extending credit terms to
customers includes assessing and valuing of customer’s
creditworthiness and financial standing. Management also
closely monitors all outstanding debts and reviews the
collectability of trade debtors periodically. At the balance sheet
date, there were no significant concentrations of credit risk.
The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the balance sheet.

Foreign exchange risk

The Group’s foreign currency exposures arise mainly from the
exchange rate movements of the United States Dollars. The
Group has not historically incurred substantial foreign currency
gains or losses as the relevant exchange rates have remained
relatively stable.

Liquidity risk

Liquidity risk refers to the risk whereby the Group is unable
to meet its short-term obligations. Liquidity risk is managed
by matching the payments and receipts cycles. The Group’s
operations are financed mainly through its business activities.
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31. SEGMENT INFORMATION 31. 2 EESH
a. By business segments a. REXESE
The Group is principally engaged in the trading of motor AEBEFEREFEF RECLTR
trucks, coaches and vehicle accessories, provision of METRGES BHABH#EBR
motor vehicle repairs and maintenance services and ERBREEEMTIERBERS-
provision of other motor vehicle related services. An BREBOBESNMOT:
analysis by business segment is as follow:
—EBEBARF
Year 2006
Trading of  Provision of  Provision of
motor motor vehicle  other motor
trucks, coaches  repairs and vehicle
and vehicles maintenance related  Investment
accessories services services holdings  Unallocated  Eliminations Total
EE M
BtR B Rt
RESRE  RERE  HeRE
8% RERE  RBRE  REBR  AEAE He Ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT THT THT THT
Turnover EXE
Sales to external customers HAREPHE 65,762 25,439 3,786 - - - 94,987
Inter-segment sales PEEBANE - 5,481 - - - (5,481) -
Total turnover BERE 65,762 30,920 3,786 - - (5,481) 94,987
Operating results Rexk
Segment results NEEE (1,140) (11,319 3,870 - (16,163) (24,752)
Taxation WE -
Loss attributable to shareholders R R E(E B8 (24,752)
Other information HfpEs
Assets BE 30,816 14,663 11,328 48,174 2,306 107,287
Liabilities 8 13,124 6,670 2,678 - 60,156 82,628
Capital expenditure BARY 1,125 2,738 4 - - 3,867
Depreciation and other non-cash 7 & RE
expenditure FREAR (553) 1,169 (476) - (36) 104
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31. SEGMENT INFORMATION (Continued) 31. 2 &R (&)
a. By business segments (Continued) a. REXKIE (B)
Year 2005 —EEREF

Trading of  Provision of  Provision of

motor motor vehicle  other motor

trucks, coaches  repairs and vehicle

and vehicles maintenance related  Investment
accessories services services holdings  Unallocated  Eliminations Total
L3

Btk Bt Rt

RERER  RESE  HHRE
8%  RERH RBRE  REER REIE #a &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL Tk TERL T TERL T TiEn

Turnover £
Sales to HONRERHE

external customers 105,985 27,010 4,984 - - - 137,979
Inter-seqment sales AREBEHE - 8,063 - - - (8,063) =
Total turnover Be%E 105,985 35,073 4,984 - - (8,063) 137,979
Operating results Rexs
Segment results P (4.826) (1,836) 4,502 (95899)  (20,306) (118.365)
Taxation HiE 1,261
Loss attributable RREGER

to shareholders (117,104)
Other information AtER
Assets BE 75,944 17,544 13,953 48,174 57,525 213,140
Liabilties a8 17,206 6,506 2,545 - 137,474 163,731
Capital expenditure BARY 2 249 - - - 200
Depreciation and other HEREM

non-cash expenditure FREAR (1,261) (2,055) (163) 101,501 3,129 101,151
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31. SEGMENT INFORMATION (Continued) 31. 2 &R (&)
b. By geographical segments . RUWESE
The Group’s activities are conducted predominantly in REBZKEEBFENBTAERAF
Hong Kong and People’s Republic of China (“Mainland EAREME ([REARM])ET
China”) and previously in Taiwan. An analysis by BRAFEESEET - ZHED
geographical segment is as follows: HAmamT:
Year 2006 —EERE
Mainland
Taiwan Hong Kong China Unallocated Total
=9 | 58 O A i Ko B et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER
Turnover BER - 92,183 2,804 - 94,987
Segment results DEEE - (7,740) (707) - (8,447)
Loss from operations KEEE - (23,147) (1,173) - (24,320)
Assets BE 48,174 54,615 2,192 2,306 107,287
Capital expenditure BEARE - 3,658 209 - 3,867
Year 2005 —EERF
Mainland
Taiwan  Hong Kong China  Unallocated Total
=0 N5 B A ROB st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHETL THET TAET TET TET
Turnover EXRE 544 125,534 11,901 - 137,979
Segment results DHEER (95,516) 367 (2,353) = (97,502)
Loss from operations & & EE (95,582) (14,802) (3,790) = (114,174)
Assets BE 48,174 98,825 9,022 57,119 213,140
Capital expenditure AARX 213 55 2 = 270
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32. SUBSEQUENT EVENTS 3. #EHEREE

On 16 February 2007 and 8 March 2007, the Group
announced that a Subscription Agreement was entered with
Wealth Style Limited on 7 December 2006. Pursuant to the
Subscription Agreement, the Subscriber will subscribe for not
less than 453,558,612 and not more than 535,854,571 new
shares, being not less than 51% and not more than 53.22%
of the enlarged issued share capital of the Company at a
total consideration of not less than HK$100 million and not
more than approximately HK$104 million (the
“Subscription”). It is a condition to the Subscription that a
sale and purchase agreement in respect of the disposal of the
Taiwan Subsidiaries be entered into prior to 31 December
2006. The Disposal Agreement was entered into between the
Company and an independent third party on 30 December
2006 which constitutes a major transaction under the Listing
Rules.

The Subscription is conditional upon, inter alia, The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
granting a conditional approval for the resumption of trading
of the Company’s shares on the Stock Exchange and the
Subscriber applying and the Executive granting the Whitewash
Waiver. The Subscription shares will be issued after taking
into account the issues of new shares pursuant to the A&M
Allotment, and the Jerry Liu Option, for granting a share
option of 10,894,300 shares representing 2.5% of the
Company'’s existing issued share capital to Mr. Liu Chen Wei,
Jerry (“Mr. Liu") at an exercise price of HK$0.213.

On 14 March 2007, the Company despatched an extraordinary
general meeting notice together with a circular setting out
the details of (i) the Disposal Agreement, the Subscription
Agreement and the Whitewash Waiver, the A&M Allotment,
the Jerry Liu Option, appointment of director and the increase
in authorised share capital; (ii) a letter from the Subscriber;
(iii) a letter from the Independent Board Committee; (iv) a
letter of advice from CIMB-GK Securities (HK) Limited as the
independent Financial Advisor to the Independent Board
Committee and the Independent Shareholders in relation to
the Subscription Agreement, the Whitewash Waiver and the
Jerry Liu Option.

RZZBZELF A+ BR-_ZEZLF
= ANHB - K&EEE i EBWealth Style
Limited R =ZEENF+ A+ HFIZ—
MREHZ - BERERZ REASES
2B V453,558,612 BN R
535,854,571 &A% - BN AN A Bl LR E
BTRATDR51% R RZH53.22%
# A8 AT L1 100,000,000% T K&~
% 5 #7104,000,0008 T ([ R B =
BH]) RESHEEP —HEH BR_Z
ERE+T_A=+—BRREEEEH
BRABIFIL —MEEHHE-RZZTZFN
F+ZA=1TH ARaEEH—BIE
=HEIMHEBE-BE ETARR LT
BR—BEXERS-

REBHASF (AP EE) BEBER S
FTERATE ([BRAT]) BIEHEIER
BERARABRNEBRIMEE  BRBA
HETERTESEREEARE®E AT
B K ARBLRBIREETEEITH
BREBEIREBRERLE —EIR
10,894,300/l fn (AR AR A B %
TR Z225%) 2 ERER NAFHK
HITEE0.2138 tRRIRE R E ([8
FE]) BITIRERMD

R-FZELEF=ZRATHB ARAFH
BRFRAGBELER —DBLN E
REBENATHB (WL EWHE RE W
EOBSRHe ZEBREFR RER
Bt REE S RIBIETERA: ()R
ABHH R (IVBLEEFZEEHY
Z R R (iv)F8 37 B 75 R ] Bt B BB AR
> (BE)BRARREARBHRE 5
AR RBIRERREBBLEZERE
ERBIRRZER K-
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32. SUBSEQUENT EVENTS (Continued)

Subscription of new shares

The Subscription was approved by independent shareholders
on 30 March 2007 and the completion of the Subscription is
pending the Stock Exchange granting a conditional approval
for the resumption of trading of the Company’s shares on
the Stock Exchange.

Disposal of Taiwan Subsidiaries

On 30 December 2006, the Company, entered into a sales
and purchase agreement with Smeatons Development Limited,
being an independent third party purchaser, in respect of the
disposal of the Taiwan Subsidiaries at a disposal consideration
of HK$54,979,000. The consideration to be received will be
the aggregation of the estimated total cash proceeds of
HK$2,440,000 and the novation of debts due to Taiwan
Subsidiaries of approximately HK$52,539,000.

The Disposal Agreement was approved by independent
shareholders on 30 March 2007 and completed on the same
day. Upon completion of the disposal, the Company will record
a net gain of approximately HK$1,422,000, which is arrived
at by deducting the carrying net book value of the Taiwan
Subsidiaries of approximately HK$48,174,000 and translation
reserve of approximately HK$5,383,000 relating to the disposal
from the disposal consideration of HK$54,979,000.
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HEREKE A A
RZZEEXF+-_A=+H AAFHE
— B Y % = 5 B 7 Smeatons
Development Limited?] 32 — 19 B & #
& HABR AN LS RKE54,979,000
BTHESENBRF K TWERZRK
B - KAGTESFAERIEBLSE
2,440,000 TR ER B EMB AT Z
EIEE & K IEA52,539,00078 T & 2
A

HEHER-_ZEELF=A=+RHES
SREAERRRATER R EEIE
ERE ANREES —EREFED
1,422,000 0 BB IRNHIR A E
BB A B 2 1R EF (B 4948,174,0005% 7T
ABEBALESTEZELRED
5,383,000/ 7T K& H & 1 {8 54,979,000%
LT EFS.
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32. SUBSEQUENT EVENTS (Continued)
Jerry Liu option
On 30 March 2007, the independent shareholders approved
to grant a share option of 10,894,300 shares representing
2.5% of the Company’s issued share capital prior to the

Subscription and A&M Allotment to Mr. Liu at an exercise
price of HK$0.213.

A&M Allotment

On 30 March 2007, the independent shareholders approved
the A&M Allotment of 33,520,923 new shares representing
3.5% of the Company’s enlarged issued share capital to be
issued to A&M. The allotment is subject to and conditional
upon the Stock Exchange granting or agreeing to grant listing
of and permission to deal in the new shares.

Increase in authorised share capital

On 30 March 2007, the authorised share capital of the
Company has been approved by shareholders to be increased
from HK$100,000,000 to HK$130,000,000, divided into
1,300,000,000 shares of HK$0.10 each.

2. EHEEHE (&)

2 REERE
RZEELF=A=1+H BIREIE
BITEE213B TMA L ER T —EY
110,894,300 Az 0 (G AR A R #E1TR
BEERTEREFEAZBEETRA
2.5%) ZBERRHE-

ZHEHRREE
R-ZEZEE=ZA=+H BIKREHL
AR & BEE1T Y 233,520,923 # k2
ZBEEEE ((RARQRKEE AR 1T
IR AR 2 3.5%) o Bf 3% =5 18 J8 R B ST AT it
EHRERETRO LT REELER
HRT SAEE-

#h5E E R A

R-ZZEE+FE=A=1+B ARQFIZ&
TE A% AN B ¥ A% R #t & 5 100,000,0007%
JC 3% 50 = 130,000,000 7T * 9 A
1,300,000,000% B A EE0.1078 T 2 i%
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