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DEFINITIONS

In this document, the following expressions shall have the meanings respectively set

opposite them unless the context requires otherwise:

“acting in concert”

“Amerdale Investments”

“Announcement”

“Associate(s)”

“Authorizations”

“Board”

“Cancellation Consideration”

“CCASS”

“Companies Ordinance”

“Company”

“Consortium”

has the meaning given to it in the Takeovers Code

Amerdale Investments Limited, a company originally
incorporated in the Isle of Man with limited liability and
subsequently redomiciled to the Republic of the Marshall
Islands whose beneficial owner is Mr. Lau Gek Poh, and
a member of the Consortium

the announcement dated 7 December 2007 jointly issued
by the Offeror and the Company in relation to the
Proposal

has the meaning given to it in the Takeovers Code

all necessary authorizations, registrations, filings,
rulings, consents, permissions and approvals in
connection with the Proposal

the board of directors of the Company

the consideration of HK$10.00 in cash for every Scheme
Share cancelled

the Central Clearing and Settlement System established
and operated by the HKSCC

Companies Ordinance, Chapter 32 of the Laws of Hong
Kong

Lei Shing Hong Limited #|& 17 A R/ 7, a company
incorporated in Hong Kong with limited liability and the
securities of which are listed on the Stock Exchange

the group whose members are identified as such in the
table under the section headed “Information on the
Consortium” in the Explanatory Statement appearing on
pages 38 to 39 of this document



DEFINITIONS

“Court Meeting”

“Director(s)”

“Effective Date”

“Executive”

“Explanatory Statement”

“Extraordinary General Meeting”

“Group”

“High Court”

“HK$77

“HKSCC”

“holder”

“Hong Kong”

a meeting of the Minority Shareholders to be convened at
the direction of the High Court for the purpose of
approving the Scheme of Arrangement, notice of which is
set out on pages 349 to 351 of this document, and any
adjournment thereof

director(s) of the Company

the date on which the Scheme of Arrangement becomes
effective, which is expected to be 12 March 2008

the Executive Director of the Corporate Finance Division
of the SFC or any delegate of the Executive Director

the explanatory statement set out on pages 28 to 45 of this
document in connection with the Scheme of Arrangement
166A of the

issued in compliance with Section

Companies Ordinance

an extraordinary general meeting of the Company to be
convened for the purpose of approving the reduction of
the share capital of the Company and implementing the
Scheme of Arrangement, notice of which is set out on
pages 352 to 353 of this document, and any adjournment
thereof

the Company and its subsidiaries

High Court of Hong Kong

Hong Kong dollar(s), the lawful currency of Hong Kong
Hong Kong Securities Clearing Company Limited

a registered holder of the Shares and includes a person
entitled by transmission to be registered as such and joint

holders

the Hong Kong Special Administrative Region of the
PRC



DEFINITIONS

“Independent Board Committee”

“Jointly Owned Shares”

“Last Trading Date”

“Latest Practicable Date”

“Lau Concert Parties”

“Listing Rules”

“Minority Shareholders”

“Mr. Lau Gek Poh”

“Mr. Yaw Teck Seng”

an independent committee of the Board comprising Mr.
Christopher Patrick Langley, Mr. Victor Yang, Mr. Lam
Kwong Yu, Mr. Fung Ka Pun, Mr. Hubert Meier and Mr.
Alan Howard Smith, all being non-executive Directors,
established for the purpose of advising the Minority
Shareholders in respect of the Proposal

the 546,000 Shares held in the name of Wellmix
Enterprise Limited, being a member of the Consortium,
and beneficially owned by Wellmix Enterprise Limited
and Mr. Chan Man Chit jointly

2 November 2007, being the last day on which the Shares
were traded before the publication of the Announcement

25 January 2008, being the latest practicable date prior to
the printing of this document for ascertaining certain
information contained herein

Mr. Lau Kwok Kee and Mr. Lau Yu Ting, each being a
holder of 200,000 Shares and presumed to be a party
acting in concert with certain members of the Consortium
and the Offeror

The Rules Governing the Listing of Securities on the
Stock Exchange

Shareholders other than those holding the Shares in
which members of the Consortium are interested

Mr. Lau Gek Poh, being the beneficial owner of Amerdale
Investments and of certain associates of Amerdale
Investments as described on pages 37 to 39 of this
document and the controlling shareholder (as defined in
the Listing Rules) of the Company

Mr. Yaw Teck Seng, being the beneficial owner of Victon
Investment together with certain family members and of
certain associates of Victon Investment as described on
pages 37 to 39 of this document and a substantial
shareholder (as defined in the Listing Rules) of the
Company



DEFINITIONS

“Offeror”

“Option Scheme”

“Optionholder(s)”

“Option(s)”

“Preliminary Announcement”

“PRC”

“Proposal”

“Quam Capital”

“Record Time”

>

“Registrar of Companies’

“Relevant Authorities”

“Relevant Period”

Best Star Group Limited % & % [ A [R /3 7, a company
incorporated in the British Virgin Islands with limited
liability and is wholly-owned by Amerdale Investments
as at the Latest Practicable Date

the share option scheme of the Company adopted on 25
June 1997

holder(s) of Options granted under the Option Scheme

option(s) granted to the Optionholders under the Option
Scheme

the announcement dated 24 July 2007 issued by the
Company in relation to the Proposal

People’s Republic of China

the proposed privatisation of the Company by the Offeror
by way of the Scheme of Arrangement

Quam Capital Limited, a corporation licensed to carry out
type 6 (advising on corporate finance) regulated activity
under the SFO and the independent financial adviser to
the Independent Board Committee

4:00 p.m. Hong Kong time on the trading day
immediately preceding the Effective Date, being the
record time for determining entitlements of the holders of

the Scheme Shares under the Scheme of Arrangement

the Registrar of Companies appointed under the
Companies Ordinance

appropriate governments or governmental bodies,
regulatory bodies, courts or institutions, including the
SFC and the Stock Exchange

the period commencing on the date falling six months
prior to the date of the Preliminary Announcement and
ending on the Latest Practicable Date



DEFINITIONS

“Scheme of Arrangement”

“Scheme Share(s)”

“SFC”

“SFO”

“Shareholder(s)”

“Share(s)”

“Stock Exchange”

“Takeovers Code”

“Victon Investment”

“%” or “per cent.”

the scheme of arrangement between the Company and the
holders of the Scheme Shares under Section 166 of the
Companies Ordinance as set out on pages 340 to 348 of
this document, with or subject to any modification
thereof or addition thereto or conditions approved or
imposed by the High Court

Share(s) in issue at the Record Time other than those in
which members of the Consortium are interested, but
including the Jointly Owned Shares

Securities and Futures Commaission

the Securities and Futures Ordinance, Chapter 571 of the
Laws of Hong Kong

holder(s) of the Shares

ordinary share(s) of HK$1.00 each in the capital of the
Company

The Stock Exchange of Hong Kong Limited

The Code on Takeovers and Mergers issued by the SFC
Victon Investment Limited, a company incorporated in
Hong Kong with limited liability under the control of Mr.
Yaw Teck Seng and whose beneficial owners are Mr. Yaw
Teck Seng and members of his family, and a member of

the Consortium

per centum



EXPECTED TIMETABLE

Hong Kong time
(unless otherwise stated)

Latest time for lodging transfers of the Shares
in order to qualify for attending and
voting at the Court Meeting and
the Extraordinary General Meeting. . . . ... .. 4.00 p.m. on Wednesday, 20 February 2008

Closure of register of members (Note 1) ............... Thursday, 21 February 2008 to
Monday, 25 February 2008
(both days inclusive)

Latest time for lodging forms of proxy in respect of
Court Meeting (Note 2) .. ... e e 10:00 a.m. on
Saturday, 23 February 2008

Extraordinary General Meeting (Note 2) .. ......... ... 11:00 a.m. on
Saturday, 23 February 2008

Court Meeting . .. ... 10:00 a.m. on
Monday, 25 February 2008

Extraordinary General Meeting . ........... ... ..., 11:00 a.m. on
Monday, 25 February 2008

(or so soon thereafter as the Court Meeting

shall have been concluded or adjourned)

Announcement of the results of
the Court Meeting and the Extraordinary
General Meeting . ......... .. Monday, 25 February 2008

Latest time for lodging transfers of
the Shares in order to qualify for entitlements
under the Scheme of Arrangement .............. 4:00 pm on Thursday, 6 March 2008

Closure of register of members (Note 3) ..................... Friday, 7 March 2008 to
Tuesday, 11 March 2008

(both days inclusive)

Record Time . .......... ... .. ... ... ... . .... 4:00 p.m. on Tuesday, 11 March 2008

High Court hearing of the petition to
sanction the Scheme of Arrangement (Note 4) .. ............. Tuesday, 11 March 2008
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EXPECTED TIMETABLE

Announcement of the results of the High
Court hearing of the petition to sanction the Scheme
of Arrangement ... ... .. ... Tuesday, 11 March 2008

Effective Date (Note 4) . ... . . .. Wednesday, 12 March 2008

Announcement of, inter alia,
the Effective Date and the withdrawal
of the listing of the Shares . .......... ... ... ........ Wednesday, 12 March 2008

Withdrawal of the listing of the Shares
on the Stock Exchange ...................... 9:30 a.m. on Monday, 17 March 2008

Cheques for the payment of the Cancellation
Consideration to be despatched on or before ............... Thursday, 20 March 2008

Shareholders should note that the above timetable is dependent on among other
things the availability of dates for the High Court to hear proceedings relating to the
Scheme of Arrangement, and is therefore subject to change. Further announcement(s) will
be made in the event that there is any change.

Notes:

(1)  The register of members of the Company will be closed during such period for the purpose of determining
entitlements of the Minority Sharcholders to attend and vote at the Court Meeting and the Shareholders to
attend and vote at the Extraordinary General Meeting. For the avoidance of doubt, this period of closure is not
for determining entitlements under the Scheme of Arrangement.

(2)  Both forms of proxy in respect of the Court Meeting and the Extraordinary General Meeting should be lodged
with the Company at its registered office at 8th Floor, New World Tower I, 18 Queen’s Road Central, Hong
Kong as soon as possible and by the times and dates stated above. In the case of the pink form of proxy in
respect of the Court Meeting, it may alternatively be handed to the chairman of the Court Meeting at the Court
Meeting if it is not so lodged. The white form of proxy for the Extraordinary General Meeting must be lodged
no later than the time and date stated above in order for it to be valid. Completion and return of the forms of
proxy will not preclude a member from attending and voting in person at the relevant meeting or any such
adjourned meeting if the member so wishes. In such event, the relevant form of proxy shall be deemed to have
been revoked.

(3)  The register of members of the Company will be closed during such period for the purpose of determining
holders of the Scheme Shares who will be qualified for entitlements under the Scheme of Arrangement.

(4)  The Scheme of Arrangement shall become effective when it is sanctioned (with or without modification) by
the High Court and an office copy of the order of the High Court, together with the minute containing the
particulars required by Section 61 of the Companies Ordinance, are delivered to and registered by the Registrar
of Companies.



LETTER FROM THE BOARD

LEI SHING HONG LIMITED
D N
(Incorporated in Hong Kong with limited liability)
(Stock Code: 238)

Executive Directors: Registered Office:

Mr. David Park, AMN (Chairman) 8/F New World Tower I
Mr. Gan Khian Seng (Managing Director) 18 Queen’s Road Central
Mr. Yong Foo San, JpP Hong Kong

Ms. Lim Mooi Ying, Marianne

Non-executive Directors:

Mr. Christopher Patrick Langley, OBE
Mr. Victor Yang

Mr. Lam Kwong Yu, SBS

Independent Non-executive Directors:
Mr. Fung Ka Pun

Mr. Hubert Meier

Mr. Alan Howard Smith, JP

29 January 2008
To the Minority Shareholders

Dear Sir or Madam,

PROPOSAL TO PRIVATISE LEI SHING HONG LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT
UNDER SECTION 166 OF THE COMPANIES ORDINANCE
AND
PROPOSED WITHDRAWAL OF LISTING OF
LEI SHING HONG LIMITED

INTRODUCTION

Further to the Preliminary Announcement of 24 July 2007, it was jointly announced by
the Offeror and the Company on 7 December 2007 that on 29 November 2007, the Offeror had
requested the Board to put forward to the Minority Shareholders the Proposal to be
implemented by a scheme of arrangement under Section 166 of the Companies Ordinance
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LETTER FROM THE BOARD

which, if completed, would result in the Company becoming wholly-owned by members of the
Consortium and the Offeror. At a meeting of the Board held on 4 December 2007, the Board
agreed to put forward the Proposal as it considered the Proposal to be appropriate for
consideration by the Minority Shareholders. Upon the successful implementation of the
Proposal, the listing of the Shares will be withdrawn from the Stock Exchange in accordance
with Rule 6.15 of the Listing Rules.

The Independent Board Committee, comprising Mr. Christopher Patrick Langley, Mr.
Victor Yang, Mr. Lam Kwong Yu, Mr. Fung Ka Pun, Mr. Hubert Meier and Mr. Alan Howard
Smith, all being non-executive Directors of the Company, was formed to advise the Minority
Shareholders in respect of the Proposal. For this purpose the Company, the Board and the
Independent Board Committee have appointed Quam Capital as the independent financial
adviser to advise the Independent Board Committee on the Proposal.

The purpose of this document is to provide you with further information regarding the
Proposal and to give you notices of the Court Meeting and the Extraordinary General Meeting.

THE PROPOSAL

Subject to the conditions described in the section headed “Conditions of the Proposal” in
the Explanatory Statement on pages 28 to 45 of this document being fulfilled or waived (as
applicable), the Proposal will be implemented by way of the Scheme of Arrangement.

Under the Scheme of Arrangement, the holders of the Scheme Shares will receive from
the Offeror as Cancellation Consideration for the cancellation of their Scheme Shares:

HK$10.00 in cash. . ................. ... for every Scheme Share held by them.

The Scheme of Arrangement will entail the cancellation of all of the Scheme Shares on
the Effective Date. As at the Latest Practicable Date, members of the Consortium were
interested in an aggregate of 1,019,947,189 Shares, representing approximately 95.9206% of
the issued Shares, and the Minority Shareholders held in total 43,377,099 Shares including the
Jointly Owned Shares, representing approximately 4.0794% of the issued Shares. In addition
to the cancellation of the 43,377,099 Shares, any further Shares that may be issued to the
Minority Shareholders between the Latest Practicable Date and the Record Time will also be
cancelled. Those Shares in which members of the Consortium were interested will not form
part of the Scheme Shares. Given the holders’ relationship with certain beneficial owners of the
Shares held by some of the members of the Consortium, the Jointly Owned Shares and those
Shares held or beneficially owned by parties acting in concert with members of the
Consortium, being the Lau Concert Parties and Mr. Chan Man Chit, will not be entitled to be
voted at the Court Meeting although the Shares held by the aforementioned parties will form
part of the Scheme Shares.



LETTER FROM THE BOARD

The Cancellation Consideration represents a premium of approximately 89% over the
closing price of the Shares as quoted on the Stock Exchange on 20 July 2007, being the last
trading day before the suspension of the Shares pending publication of the Preliminary
Announcement, and a premium of approximately 104% and 119% over the average closing
price of the Shares as quoted on the Stock Exchange for the one month and three months ended
20 July 2007, respectively.

Ownership structure of the Company

The table below sets out the ownership structure of the Company as at the Latest
Practicable Date and immediately upon the completion of the Proposal:

As at the Latest Upon completion of

Owners Practicable Date the Proposal
Number of Number of

Shares % Shares %
Members of the Consortium 1,019,947,189 95.9206  1,019,947,189 95.9206
Minority Shareholders 43,377,099* 4.0794 - -
The Offeror - - 43,377,099 4.0794
Total issued share capital 1,063,324,288 100.0000  1,063,324,288 100.0000

* The 43,377,099 Shares held by the Minority Shareholders forming part of the Scheme Shares include the
Jointly Owned Shares, an aggregate of 400,000 Shares held by the Lau Concert Parties, the 61,750 Shares
beneficially owned by Mr. Chan Man Chit and registered in his name except 2,000 Shares of which are held
in the name of HKSCC Nominees Limited and an aggregate of 872,000 Shares held by certain Directors,
namely Mr. David Park, Mr. Gan Khian Seng, Mr. Yong Foo San and Ms. Lim Mooi Ying, Marianne.

As at the Latest Practicable Date, the Company did not have any outstanding options
(including any Options), warrants, derivatives or convertible securities.

Options under the Option Scheme

As at the Latest Practicable Date, all Options previously granted by the Company under
the Option Scheme since its adoption on 25 June 1997 had either been exercised or expired and
no Option remained outstanding and exercisable. In particular, the 2,726,000 Options that were
outstanding and exercisable as at the date of the Announcement have all been exercised.
Accordingly, the Offeror will no longer be making the cash (or any other) offer to cancel the
Options under the Option Scheme as indicated in the Announcement.

Total cash consideration and confirmation of financial resources

On the basis of the Cancellation Consideration of HK$10.00 per Scheme Share, the total
cash consideration payable under the Proposal is approximately HK$433.8 million. UBS AG,
the financial adviser to the Offeror, is satisfied that sufficient financial resources are available
to the Offeror to implement the Proposal fully in accordance with its terms.
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LETTER FROM THE BOARD

Effects of the Scheme of Arrangement and reasons for the Proposal

You are urged to read carefully the sections entitled “Effects of the Scheme of
Arrangement” and “Reasons for the Proposal” in the Explanatory Statement appearing
respectively on page 34 and page 35 of this document.

INFORMATION ON THE COMPANY

Your attention is drawn to the section headed “Information on the Company” in the
Explanatory Statement, which appears on pages 35 to 36 of this document, as well as the
financial information of the Group set out in Appendix I to the Explanatory Statement on pages
46 to 135 of this document and the property valuations set out in Appendices II to VI to the
Explanatory Statement on pages 136 to 328 of this document.

INFORMATION ON THE OFFEROR AND THE CONSORTIUM

Information on the Offeror and the Consortium is set out in the sections headed
“Information on the Offeror” and “Information on the Consortium” in the Explanatory
Statement on pages 36 to 37 and pages 37 to 40 respectively of this document.

MEETINGS

Your attention is drawn to the sections headed “Court Meeting and Extraordinary General
Meeting”and “Actions to be taken” in the Explanatory Statement appearing on pages 43 to 45
of this document. The notices of the Court Meeting and the Extraordinary General Meeting are

respectively set out on pages 349 to 351 and pages 352 to 353 of this document.

FURTHER INFORMATION

You are urged to read carefully the letters from the Independent Board Committee which
contains its recommendation to the Minority Shareholders in relation to the Proposal and from
Quam Capital, the independent financial adviser, as set out on pages 12 to 13 and pages 14 to
27 respectively of this document and the Explanatory Statement in respect of the Scheme of
Arrangement, together with the appendices thereto, as set out on pages 28 to 339 of this
document. In addition, the terms of the Scheme of Arrangement are set out on pages 340 to 348
of this document.

Yours faithfully,
For and on behalf of the Board
LEI SHING HONG LIMITED
David Park

Chairman

—11 -



LETTER FROM THE INDEPENDENT BOARD COMMITTEE

LElI SHING HONG LIMITED
# B AT A R A 4
(Incorporated in Hong Kong with limited liability)
(Stock Code: 238)

29 January 2008
To the Minority Shareholders
Dear Sir or Madam,

PROPOSAL TO PRIVATISE LEI SHING HONG LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT
UNDER SECTION 166 OF THE COMPANIES ORDINANCE
AND
PROPOSED WITHDRAWAL OF LISTING OF
LEI SHING HONG LIMITED

Terms defined in the document of even date issued by the Company to the Shareholders
of which this letter forms part (the “Document”) shall have the same meanings in this letter

unless the context otherwise requires.

We have been appointed by the Board as the Independent Board Committee to make
recommendations to the Minority Shareholders in respect of the Proposal.

Having considered the terms of the Proposal and taking into account the advice of Quam
Capital, in particular the factors, reasons and recommendations as set out in the letter from
Quam Capital appearing on pages 14 to 27 of the Document, we consider that the terms of the
Proposal are fair and reasonable so far as the Minority Shareholders are concerned.
Accordingly, we recommend that the Minority Shareholders vote in favour of the resolution for
the approval of the Scheme of Arrangement to be proposed at the Court Meeting and the special
resolution to be proposed at the Extraordinary General Meeting for the approval and

implementation of the Proposal.

— 12 —



LETTER FROM THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee draws the attention of the Minority Shareholders to (i)
the letter from the Board; (ii) the Explanatory Statement; and (iii) the letter from Quam Capital,
which sets out the factors and reasons taken into consideration in arriving at its

recommendations to the Independent Board Committee, contained in the Document.

Yours faithfully,
Fung Ka Pun Hubert Meier Alan Howard Smith
Christopher Patrick Langley Victor Yang Lam Kwong Yu
Independent Board Committee

— 13 -



LETTER FROM QUAM CAPITAL

The following is the full text of the letter of advice from Quam Capital, the independent
financial adviser to the Independent Board Committee, which has been prepared for the
purpose of incorporation into this scheme document, setting out its advice to the Independent
Board Committee in respect of the terms of the Proposal.

IPE] | Quam Capital Limited £E &R A2 BELRA T

Financial Services Group A Member of The Quam Group

29 January 2008

To the Independent Board Committee
Lei Shing Hong Limited

8/F New World Tower |

18 Queen’s Road

Central

Hong Kong

Dear Sir or Madam,

PROPOSAL TO PRIVATISE LEI SHING HONG LIMITED
BY WAY OF A SCHEME OF ARRANGEMENT
UNDER SECTION 166 OF THE COMPANIES ORDINANCE
AND
PROPOSED WITHDRAWAL OF LISTING OF
LEI SHING HONG LIMITED

INTRODUCTION

We refer to our appointment to advise the Independent Board Committee in relation to the
proposed privatisation of the Company by way of a Scheme of Arrangement under Section 166
of the Companies Ordinance and the subsequent withdrawal of listing of the Shares on the
Stock Exchange. Details of the Proposal are contained in the scheme document relating to the
Proposal issued to the Shareholders dated 29 January 2008 (the “Scheme Document”) of which
this letter forms part. Terms used in this letter shall have the same meanings as defined in the
Scheme Document unless the context requires otherwise.

The Board comprises four executive directors, three non-executive directors and three
independent non-executive directors. The Independent Board Committee, comprising Messrs
Christopher Patrick Langley, Victor Yang, Lam Kwong Yu, Fung Ka Pun, Hubert Meier and
Alan Howard Smith, all being the non-executive Directors and the independent non-executive
Directors, has been established to consider and to make recommendations to the Minority
Shareholders on the terms of the Proposal.

In our capacity as the independent financial adviser to the Independent Board Committee,
our role is to provide the Independent Board Committee with an independent opinion and
recommendation as to whether the terms of the Proposal are fair and reasonable. We are not
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LETTER FROM QUAM CAPITAL

associated or connected with the Company, the Offeror, their respective substantial
Shareholders or any party acting, or presumed to be acting, in concert with any of them and,
accordingly, we are considered eligible to give independent advice to the Independent Board
Committee on the Proposal. Apart from normal professional fees payable to us in connection
with this appointment, no arrangement exists whereby we will receive any fees or benefits from
the Company, the Offeror, their respective substantial Shareholders or any party acting, or
presumed to be acting, in concert with any of them.

In formulating our advice and recommendation, we have relied on the information and
facts supplied, and the opinions expressed, by the executive Directors and management of the
Company, which we have assumed to be true, accurate and complete as at the date of this letter.
We have reviewed the published information on the Company and the Offeror, including their
annual reports for the five financial years ended 31 December 2006 and the interim results for
the six months ended 30 June 2007. We have also reviewed the trading performance of the
Shares on the Stock Exchange and considered the future intention of the Offeror regarding the
Company.

We have sought and received confirmation from the executive Directors that no material
facts have been omitted from the information supplied and opinions expressed by them to us
in connection with the Proposal. We consider that the information which we have received is
sufficient for us to reach our advice and recommendation as set out in this letter and to justify
our reliance on such information. We have no reason to doubt the truth and accuracy of the
information provided to us or that any material facts have been omitted or withheld. We have
also assumed that all statements and representations made or referred to in the Scheme
Document will continue to be true at the date of the Court Meeting and the Extraordinary
General Meeting. We have, however, not conducted any independent investigation into the
businesses and affairs of the Group.

TERMS OF THE PROPOSAL
In summary, the Proposal involves the following principal steps:

(1) all the Scheme Shares held by the holders of the Scheme Shares will be cancelled
and in consideration thereof, the holders will be paid HK$10.00 in cash for each
Scheme Share held;

(ii) the authorised and issued share capital of the Company will be reduced by the par
value of the Scheme Share cancelled and the Company will be privately owned by
members of the Consortium and the Offeror and the listing of the Shares on the
Stock Exchange will be withdrawn; and

(ii1) upon the reduction of capital taking effect, the authorised capital of the Company
will be restored to its former amount by the creation of new Shares, which will be
equal to the number of the Scheme Shares cancelled. With the amount of credit
arising from the reduction, the new Shares so created will be credited as fully paid
and issued to the Offeror.

The Scheme of Arrangement is subject to a number of conditions, including, but not
limited to, the High Court sanction of the Scheme of Arrangement and approval by at least
three-fourths in value of the votes, taken by poll, cast by a majority in number of the Minority
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Shareholders (excluding the holders of the Jointly Owned Shares and the Shares in which Mr.
Chan Man Chit is beneficially interested and the Lau Concert Parties) present and voting at the
Court Meeting, and dissenting votes, taken by poll, against the Scheme of Arrangement at the
Court Meeting cast by the Minority Shareholders (excluding the holders of the Jointly Owned
Shares and the Shares in which Mr. Chan Man Chit is beneficially interested and the Lau
Concert Parties) not exceeding 10% of the votes attaching to the Shares held by the Minority
Shareholders (excluding the holders of the Jointly Owned Shares and the Shares in which Mr.
Chan Man Chit is beneficially interested and the Lau Concert Parties). The Minority
Shareholders (excluding the holders of the Jointly Owned Shares and the Shares in which Mr.
Chan Man Chit is beneficially interested and the Lau Concert Parties) held 42,369,349 Shares
as at the Latest Practicable Date and 10% of such Shares amounted to about 4,236,935 Shares.
Further details of the terms and conditions of the Proposal are set out in the “Explanatory
Statement” in the Scheme Document (the “Explanatory Statement”).

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our recommendation regarding the Proposal, we have considered the
following principal factors and reasons:

1. Reasons for the Proposal
The reasons for the Proposal are also set out in the Explanatory Statement.

The Group is principally engaged in the trading of motor vehicles and spare parts
and provision of after-sales services, trading of heavy equipment and provision of product
support services, property development and investment, general trading, securities
broking and trading and money lending. As stated in the Explanatory Statement, the
trading volume of the Shares has been thin for the past years. For the period from 21 July
2006 up to and including 20 July 2007, being the last full trading day before the
suspension of the Shares pending publication of the Preliminary Announcement (the “July
Suspension Day”), the Shares have been traded within the range of HK$3.30 to HK$7.60
per Share with an average closing price of about HK$3.81 per Share. The average daily
trading volume of the Shares over the same period was about 2,684 Shares or 0.0003%
of the issued share capital of the Company as at the Latest Practicable Date.

In addition, as stated in the Explanatory Statement, there has been a high
concentration of shareholding in the Company in the hands of the members of the
Consortium who, in total, held approximately 95.92% of the issued share capital of the
Company. This implied only 43,377,099 Shares or approximately 4.08% of the issued
share capital of the Company were owned by the Minority Shareholders. Therefore, the
directors of the Offeror and the Company believe that it is difficult for the Minority
Shareholders to divest their investments in the Company. They also believe that it is
unlikely that the Minority Shareholders will receive any other general offer from a third
party to acquire their Shares, as any such offer will not succeed without the approval of
the members of the Consortium.

In view of the above, the Offeror has requested the Board to put forward the
Proposal to the Minority Shareholders for consideration. The Directors believe that the
Proposal provides an opportunity for all the Minority Shareholders to realise their
investments in the Company at a premium over the prevailing average market prices of
the Shares.
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Our analysis on the market price and trading volume of the Shares is set out under
section 6 below.

If the Scheme of Arrangement becomes effective, the Company will, subject to the
approval of the Stock Exchange, withdraw the listing of the Shares on the Stock
Exchange. However, in the event that the Scheme of Arrangement is withdrawn, not
approved or lapses, the listing of the Shares on the Stock Exchange will not be withdrawn
subject to the Company restoring its public float.

2. Historical financial results of the Group

The following is a summary of the unaudited financial results of the Group for the
six months ended 30 June 2007 and the audited financial results for the three years ended
31 December 2006:

Six months
ended
30 June Year ended 31 December
2007 2006 2005 2004
(Note 1) (Note 2) (Note 2) (Note 3)

HKS$ million HKS$ million HKS$ million HKS$ million
(Restated) (Restated)

Turnover:

Automobile Division 8,017 12,883 8,833 5,154
Machinery Division 1,994 2,655 2,217 1,962
Property Division 825 622 473 129
General Trading Division 1,110 1,608 4,344 3,700
Others 102 74 (6) 98
Eliminations (Note 4) (90) (150) (2,562) (2,409)
Total 11,958 17,692 13,299 8,634

Operating profit:

Automobile Division 371 641 295 137
Machinery Division 71 97 71 85
Property Division 4 5 255 (24)
General Trading Division 8 44 77 54
Others (10) 24 (64) 107
Eliminations (Note 4) (1) (13) (29) (17)
Total 443 798 605 342

Profit attributable to equity
holders of the Company 425 315 286 260

Dividend for the year/period NIL 32 32 32
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Notes:

(i)

Extracted from the 2007 interim report of the Company.
Extracted from the 2006 annual report of the Company.

The figures are provided by the Company and have been restated to reflect the changes in the
accounting policies.

To eliminate intersegment turnover and operating profits among the business segments.

Turnover and segment results

The Automobile Division

The Group’s Automobile Division operates dealerships for a portfolio of
premium brands in Northeast Asia including Mercedes-Benz in the People’s
Republic of China (the “PRC”), South Korea, Taiwan and Vietnam; Porsche in
South Korea and Vietnam; and Smart in Taiwan. The Company is also in
partnership with Daimler AG Group holding a significant equity stake in
Mercedes-Benz distribution companies in the PRC, Korea and Taiwan, the
latter through an associate company. The division is also engaged in the
provision of after-sales services.

The Automobile Division is the largest business segment within the
Group, accounted for about 73% and 80% of the Group’s total turnover and
operating profit respectively for the year ended 31 December 2006. The
operation has shown an upward trend in turnover and the operating profit for
the past three financial years. The division’s turnover and operating profit of
about HK$12,833 million and HK$641 million for the year ended 31 December
2006 represented an increase of about 46% and 117% respectively over the
same period in the previous year. As stated in the 2006 annual report of the
Company, the increases were mainly due to the growth of the market in the
PRC and the import segment in Korea. The division has also completed a
transition whereby the retail dealer group in the PRC is put under a unified

management structure.

For the six months ended 30 June 2007, the division’s turnover and
operating profit increased by about 29% and 10% respectively compared with
the same period last year. The increases are attributable to the positive market
response to the introduction of new models of Mercedes-Benz and the

accelerating growth in imported vehicle market segment in the region.
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The Machinery Division

The Group’s Machinery Division operates as the Caterpillar dealer in the
PRC and Taiwan and has been growing in sales for the past three financial
years. The division’s turnover of about HK$2,655 million and operating profit
of about HK$97 million accounted for about 15% and 12% of the Group’s total
turnover and operating profit respectively for the year ended 31 December
2006, and represented an increase of about 20% and 37% from the turnover of
about HKS$2,217 million and operating profit of about HK$71 million
respectively for the same period in 2005. For the six months ended 30 June
2007, the division recorded turnover of about HK$1,994 million and operating
profit of about HKS$71 million, or an increase of about 34% and 26%
respectively over the same period of 2006. The increases in turnover and
operating profit during these periods are mainly due to the improved new

machine and product support sales in the PRC and Taiwan.

The Property Division

The division is engaged in the development of properties in the PRC. For
the year ended 31 December 2006, the division’s turnover and operating profit
amounted to about HKS$622 million and HKS$5 million, representing
respectively about 32% increase and 98% decrease from the same period of
2005. The increase in turnover is mainly due to the recognition of sales of
residential units in Shanghai. As advised by the Company, the significant
decrease in operating profit is mainly due to lower profit margins for 2006
sales and higher operating expenses due to increase in turnover.

For the six months ended 30 June 2007, the Group recorded turnover of
about HKS$825 million and operating profit of about HKS$4 million,
representing respectively about 45% increase and about 93% decrease from the
same period of 2006. The increase in turnover is mainly due to the sales of 92%
of “Starcrest” Phase II, a residential development in Beijing, being recognised
as revenue in the first half of 2007. As advised by the Company, the significant
decrease in operating profit is mainly due to lower profit margins for 2007
sales and higher operating expenses due to increase in turnover.

It is noted in the Company’s 2007 interim report that for the “Starcrest”
project in Beijing, construction permits were granted for both Phases I1I and IV
and construction work has already commenced and expected to be completed
by the middle of 2008. The commercial project in Beijing, LSH Plaza, is
anticipated to be completed in the first half of 2008. LSH Plaza is located 15

kilometers away from the airport.
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The General Trading Division

The division specialises in commodity-based products, watch
components, fertiliser trading and trade financing, with operations based in
Hong Kong, Singapore and the PRC. Excluding the intersegment turnover and
operating profit, the overall performance of the division for the year ended 31
December 2006 was adversely affected by the lower external sales of about
HK$1,458 million, a decrease of about 18% from the same period of the

previous year.

For the six months ended 30 June 2007, sales and operating profit
amounted to about HK$1,110 million and about HK$8 million, representing an
increase of about 68% and a decrease of about 56% respectively. The increase
in sales is mainly due to the major sales and trade financing project in
Singapore. The decrease in operating profit is mainly due to (i) the major
correction of overall timber market in the PRC resulting from the continuing
underlying market weakness in finished wood-products; (ii) the fierce
competition, declining unit prices of watch component sales; and (iii) the

continuing Japanese Yen weakness.

(ii) Net profit

Unlike the substantial increase in the Group’s total sales for the three years
ended 31 December 2006, the Group’s net profit maintained a consistent growth of
about 10% per year during the period. For the six months ended 30 June 2007, the
unaudited consolidated profit attributable to equity holders of the Company was
about HK$425 million, representing an increase of about 150% from about HK$170
million for the same period of 2006. The increase is mainly due to the Group’s share
of profit of its associates which amounts to about HK$306 million.

3. Business outlook

It is noted in the Company’s annual report of 2006 and the 2007 interim report that
the Directors remain optimistic about the long-term growth prospects of the Company.
The Directors are confident that the economic outlook for Asia and for the PRC in
particular, the major markets the Group operates, will remain strong.
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In considering the above, we have reviewed the share price performance of the
Company for the month immediately following the release of financial results for each of
the three years ended 31 December 2006 and six months ended 30 June 2007 and the

results are as follows:
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As shown in the charts above, despite the solid financial performance and consistent
increase in the Company’s net profit for each of the three years ended 31 December 2006,
insignificant changes were recorded in trading price and volume of the respective share
price performance. As for the slight fluctuation shown in trading price and volume of the
Shares following the release of the 2007 interim results, it is likely that this is mainly due
to the release of the Preliminary Announcement. As such, we are of the view that
regardless of the Directors’ confidence that the economic outlook for Asia and for the
PRC in particular, the major markets the Group operates, will remain strong as disclosed
in the 2007 interim report, the share price performance of the Company may not reflect

the same going forward.

4. Dividend yield

According to the Company’s annual reports for each of the three years ended 31
December 2006, the Company declared and paid dividends to the Shareholders in the
amounts of approximately HK$31.8 million (HK$0.03 per share or HK$30 per board lot
of 1,000 Shares), with the respective dividend payout ratios of about 10% to 12%. Based
on the closing price of HK$8.99 as at the Last Trading Date, the dividend yield of the
Shares is only 0.3%. In view of the historical low dividend payout ratio of the Company
despite the continuing increase in the Group’s net profit for each of the three years ended
31 December 2006, we consider that it is reasonable to expect the dividend payout ratio
to remain the same in the future.

5. Comparisons

In order to assess the fairness and reasonableness of the Cancellation Consideration,
we have considered other Hong Kong listed companies with principal activities similar to
those of the Company (the “Comparable Companies”). Based on the publicly available
information, we have identified, so far as we are aware, three Comparable Companies

qualified for our analysis.
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Set out below is our analysis of the price-to-earnings ratio (“PER”) and price-to-

book ratio (“PBR”) for each of the Comparable Companies based on the respective

closing price as at the Latest Practicable Date and that of the Company based on the

Cancellation Consideration:

Latest audited

profit
Market  attributable to  Latest audited
capitalisation shareholders  net asset value PER PBR
(HK$ million) (HK$ million) (HKS$ million) (times) (times)
(Note 1) (Note 2) (Note 2) ~ (Note 3)  (Note 4)
Wo Kee Hong
(Holdings) Limited
(Stock Code: 720) 181 7 304 25.48 0.60
GA Holdings Limited
(Stock Code: 8126) 122 16 161 7.44 0.76
Tan Chong
International Limited
(Stock Code: 693) 5,033 574 5,170 8.77 0.97
Average 13.90 0.78
Company 10,633 315 5,771 33.73 1.84
Sources: Website of the Stock Exchange and the latest annual report of each of the respective
Comparable Companies and the Company
Notes:

The market capitalisation (the “Market Cap”) of each of the Comparable Companies is calculated
by multiplying the total number of issued shares outstanding with the closing share price as
quoted on the Stock Exchange as at the Latest Practicable Date. The Market Cap of the Company
is calculated by multiplying the total number of issued shares outstanding as at the Latest
Practicable Date and the Cancellation Consideration.

The latest audited profit attributable to shareholders and the latest audited asset value have been
extracted from the respective latest published annual report of the Company and the Comparable
Companies, as appropriate.

The PER of each of the Company and the Comparable Companies is calculated by dividing the
respective Market Cap by their respective audited profit attributable to shareholders based on the
respective latest published annual report.

The PBR of each of the Company and the Comparable Companies is calculated by dividing the
respective Market Cap by their respective audited net asset value based on their respective latest
published annual report.

As shown in the table above, the PER represented by the Cancellation Consideration

of about 33.73 times is substantially higher than those of the Comparable Companies,

while the PBR represented by the Cancellation Consideration of about 1.84 times is also

higher than those of the Comparable Companies. In this regard, we consider the

Cancellation Consideration to be fair and reasonable and in the interests of the Minority
Shareholders.
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Share price and trading volume of the Shares
(i)  Price performance of the Shares

The following illustrates the movement of the daily closing prices per Share as
quoted on the Stock Exchange from 21 July 2006, being one year prior to the July
Suspension Day (the “Pre-Announcement Period”) and from 25 July 2007 to the

Last Trading Date (collectively known as the “Review Period”).

Closing price of the Share

Cancellation Consideration of HK$10.00 per Share A
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As shown in the price chart above, except for the closing price of HK$11.30
per Share traded on 30 October 2007, the Shares traded below the Cancellation
Consideration of HK$10.00 per Share during the Review Period.

The Cancellation Consideration represents:

—  a premium of approximately 88.68% over the closing price of HK$5.30
per Share as quoted on the Stock Exchange as at the July Suspension Day;

—  a premium of approximately 11.23% over the closing price of HK$8.99
per Share as quoted on the Stock Exchange as at the Last Trading Date;

- a premium of approximately 12.89% over the average closing price of
approximately HK$8.86 per Share as quoted on the Stock Exchange over
the last 5 trading days up to and including the Last Trading Date;

— a premium of approximately 19.77% over the average closing price of
approximately HK$8.35 per Share as quoted on the Stock Exchange over
the last 10 trading days up to and including the Last Trading Date;
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— a premium of approximately 42.47% over the average closing price of
approximately HK$7.02 per Share as quoted on the Stock Exchange over
the last 30 trading days up to and including the Last Trading Date;

- a premium of approximately 53.57% over the average closing price of
approximately HK$6.51 per Share as quoted on the Stock Exchange over
the last 3 months up to and including the Last Trading Date;

- a premium of approximately 75.38% over the average closing price of
approximately HK$5.07 per Share as quoted on the Stock Exchange over
the last 6 months up to and including the Last Trading Date; and

— a premium of approximately 115.27% over the average closing price of
approximately HK$4.65 per Share as quoted on the Stock Exchange over
the last 1 year up to and including the Last Trading Date.

It is noted that the closing price increased significantly from HK$3.30 per
Share on 1 June 2007 to HK$7.60 per Share on 6 June 2007. Announcements were
made by the Company on 4 June 2007 and 6 June 2007 respectively in respect of the
unusual price and volume movements and stated that the volatility in the price and
trading volume of the Shares may be due to the high concentration of sharecholding
in Victon Investment and Amerdale Investments and only 49,553,640 Shares or
approximately 4.67% of the Company’s issued share capital were in the hands of the

public investors.

On 24 July 2007, the Company issued the Preliminary Announcement
regarding a possible privatisation offer. Following the release of the Preliminary
Announcement, the closing price of the Shares increased sharply again from
HK$5.30 per Share on 20 July 2007, which is immediately prior to the release of the
Preliminary Announcement, to HK$6.95 per Share on 25 July 2007.

We concur with the Directors’ view that the unusual price and volume
movement in the trading of the Shares since 4 June 2007 is mostly influenced by the
high concentration of shareholding of the Company and the thin trading volume of
the Shares as discussed in the following section and reflects the terms of the
Proposal. As stated in the “Letter from the Board”, in the event the Scheme of
Arrangement is withdrawn or not approved or lapses, the listing of the Shares on the
Stock Exchange will not be withdrawn subject to the Company restoring its public
float. In our opinion, in the event the above should happen, it is likely that the
market price per Share will be lower than the current level.
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(ii) Trading volume of the Shares

The chart below sets out the trading volume of the Shares as quoted on the
Stock Exchange during the Review Period.

Trading Volume of the Shares
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As shown in the above chart, there are only 57 trading days with transactions
during the Review Period and the average daily trading volume of the Shares over
the Review Period was about 6,197 Shares or 0.0006% of the issued share capital of
the Company. Considering (i) the high concentration of shareholding of the
Company as discussed in the sections above; and (ii) the thin trading volume of the
Shares, in our view, the Minority Shareholders who wish to sell a significant number
of their Shares in the market at this level of liquidity may cause certain downward
pressure on the market price of the Shares. The Proposal therefore represents an
opportunity for the Minority Shareholders to dispose of their entire shareholdings at
the Cancellation Consideration if they so wish.

RECOMMENDATION

Having considered the above principal factors and reasons, we draw your attention to the
following in arriving at our recommendation:

(1) The past financial performance of the Company has not been fully reflected in the
respective share price performance. It is likely that share price performance will
continue to fail to reflect the financial performance of the Company;

(i) The low dividend payout is expected to remain at the same level in the future;

(iii)) The PER and PBR represented by the Cancellation Consideration are substantially
higher than those of the Comparable Companies;
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(iv) The proposal provides an opportunity for all the Minority Shareholders to realise
their investments in the Company at a premium to the closing prices of the Company
on the Last Trading Date and the average closing share price for 5, 10, 30 days, 3
months, 6 months and 1 year up to and including the Last Trading Date respectively;

and

(v) Given the lack of liquidity in the trading of the Shares in the past, the Minority
Shareholders who wish to sell a significant number of their Shares in the market may

cause certain downward pressure on the market price of the Shares.

Based on the above, we consider the terms of the Proposal to be fair and reasonable so
far as the Minority Shareholders are concerned. Accordingly, we advise the Independent Board
Committee to recommend the Minority Shareholders to vote in favour of the Scheme of
Arrangement at the Court Meeting and the special resolution to approve the Scheme of
Arrangement and the reduction of the share capital of the Company giving effect to the Scheme
of Arrangement at the Extraordinary General Meeting.

Yours faithfully
For and on behalf of
Quam Capital Limited
Richard D. Winter
Managing Director
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EXPLANATORY STATEMENT

This Explanatory Statement constitutes the statement required under Section 1664 of the

Companies Ordinance.

SCHEME OF ARRANGEMENT

INTRODUCTION

Further to the Preliminary Announcement of 24 July 2007, on 7 December 2007, the
respective boards of directors of the Offeror and the Company announced that on 29 November
2007, the Offeror had requested the Board to put forward the Proposal for the privatisation of
the Company to the Shareholders which would result in the withdrawal of the listing of the
Shares on the Stock Exchange.

Upon the Scheme of Arrangement taking effect as set out in this document, the Company
will become wholly-owned by members of the Consortium and the Offeror and the listing of
the Shares will be withdrawn from the Stock Exchange.

The purpose of this Explanatory Statement is to explain the terms and effects of the
Proposal, which is to be implemented by way of the Scheme of Arrangement, and to provide
the Minority Sharcholders with other relevant information in relation to the Scheme of
Arrangement, including in particular any material interests of the Directors, whether as
Directors or Shareholders or creditors of the Company or otherwise, and the effects of the
Scheme of Arrangement thereon, in so far as they are different from the effect on the like

interests of other persons as required by Section 166A of the Companies Ordinance.

THE PROPOSAL

Subject to the conditions of the Proposal being fulfilled or waived, as applicable, the
Proposal is to be implemented by way of a scheme of arrangement under Section 166 of the
Companies Ordinance between the Company and the Minority Shareholders. The Scheme of
Arrangement involves a reduction in the authorised and issued capital of the Company by the
cancellation of all of the Scheme Shares. Upon the reduction of capital taking effect, the
authorised capital of the Company will be restored to its former amount by the creation of new
Shares, which will be equal to the number of the Scheme Shares cancelled. With the amount
of credit arising from the reduction, the new Shares so created will be credited as fully paid
and issued to the Offeror. The Scheme of Arrangement provides that, in consideration of the
cancellation of the Scheme Shares, the Minority Shareholders whose names appear on the
register of members of the Company at the Record Time, which is expected to be 4 p.m. on 11
March 2008, will be entitled to receive from the Offeror:

HK$10.00 in cash .................... for every Scheme Share held by them.
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As at the Latest Practicable Date, there were 1,063,324,288 Shares in issue: the Minority
Shareholders held an aggregate of 43,377,099 Shares (including the Jointly Owned Shares),
representing approximately 4.0794% of the issued share capital of the Company, and members
of the Consortium together held 1,019,947,189 Shares, representing approximately 95.9206%
of the issued share capital of the Company. Shares in which members of the Consortium are
interested will not form part of the Scheme Shares. Although the Jointly Owned Shares will
become part of the Scheme Shares, because one of the co-owners, Wellmix Enterprise Limited,
is a member of the Consortium, the other co-owner who is a director of Wellmix Enterprise
Limited, Mr. Chan Man Chit, is presumed under the Takeovers Code to be acting in concert
with the Consortium and the Offeror. Accordingly, Wellmix Enterprise Limited will not be
entitled to attend and vote at the Court Meeting in respect of the Jointly Owned Shares. Further,
other Shares in which parties presumed to be acting in concert with members of the Consortium
and the Offeror are interested, namely, those belonging to the Lau Concert Parties and Mr.
Chan Man Chit, will likewise not be represented or voted at the Court Meeting under the
Takeovers Code. The Lau Concert Parties are relatives of certain beneficial owners of the
Shares held by some of the members of the Consortium and hold an aggregate of 400,000
Shares, representing approximately 0.0376% of the issued Shares. Other than the Jointly
Owned Shares, Mr. Chan Man Chit is also beneficially interested in 61,750 Shares as to 59,750
Shares which are held and registered in his own name and the remaining 2,000 Shares are held
by HKSCC Nominees Limited.

On the bases of 43,377,099 Shares held by the Minority Shareholders becoming Scheme
Shares and the Cancellation Consideration of HK$10.00 per Scheme Share, the total cash
consideration payable under the Proposal will amount to approximately HK$433.8 million.
UBS AG, the financial adviser to the Offeror, is satisfied that sufficient financial resources are
available to the Offeror to implement fully the Proposal in accordance with its terms.

The Scheme of Arrangement will lapse if it does not become effective on or before 30
June 2008 or such other date as the High Court may direct. In such event, the Minority
Shareholders will be notified by way of a press announcement. Further announcement(s) on
any change regarding the timetable of the Scheme of Arrangement will be made as and when
necessary.

Assuming that the Scheme of Arrangement becomes effective on 12 March 2008, cheques
for payment of the Cancellation Consideration are expected to be despatched to the holders of
the Scheme Shares on or before 20 March 2008.

Settlement of the Cancellation Consideration to which the holders of the Scheme Shares
are entitled under the Scheme of Arrangement will be implemented in full in accordance with
the terms of the Scheme of Arrangement without regard to any lien, right of set-off,
counterclaim or other analogous right to which the Offeror may otherwise be, or claim to be,
entitled against any such holders of the Scheme Shares.

In the event that the Scheme of Arrangement becomes effective, the costs of the Scheme
of Arrangement will be borne by the Offeror. These primarily consist of fees for financial
advisers, legal advisers, property valuation, printing and other related charges. In the event that
the Scheme of Arrangement is not approved at the Court Meeting or the Extraordinary General
Meeting or does not become unconditional, all the expenses incurred by the Company in
connection with the Scheme of Arrangement will be borne by the Consortium.
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COMPARISON OF VALUE AND FINANCIAL EFFECTS

Comparison of value

The Cancellation Consideration of HK$10.00 in cash for every Scheme Share cancelled
under the Scheme of Arrangement represents:

. a premium of approximately 89% over the closing price of the Shares of
approximately HK$5.30 per Share as quoted on the Stock Exchange on 20 July
2007, being the last full trading day before the suspension of the trading in the

Shares pending publication of the Preliminary Announcement;

. a premium of approximately 104% over the average closing price of the Shares of
approximately HK$4.91 per Share as quoted on the Stock Exchange for the one
month ended 20 July 2007,

. a premium of approximately 119% over the average closing price of the Shares of
approximately HK$4.57 per Share as quoted on the Stock Exchange for the three
months ended 20 July 2007;

. a premium of approximately 148% over the average closing price of the Shares of
approximately HK$4.03 per Share as quoted on the Stock Exchange for the six
months ended 20 July 2007;

. a premium of approximately 69% over the unaudited consolidated net asset value
per Share of approximately HK$5.93 as at 30 June 2007; and

. a premium of approximately 11% over the closing price of the Shares of HK$8.99
per Share as quoted on the Stock Exchange on 2 November 2007, being the last day
on which the Shares were traded before the suspension of trading in the Shares.

Net tangible assets

As at 31 December 2006, the audited consolidated net tangible assets of the Company
amounted to approximately HK$4,837.435 million, or approximately HK$4.56 per Share based
on 1,060,588,288 Shares in issue. The Cancellation Consideration represents a premium of
approximately 119% over the audited consolidated net tangible asset per Share as at 31
December 2006.

The unaudited consolidated net tangible assets of the Company as at 30 June 2007, as
adjusted for certain items as set out on page 133 in section 4 of Appendix I to this document,
amounted to approximately HK$6,258.540 million, or approximately HK$5.90 per Share based
on 1,060,588,288 Shares in issue as at 30 June 2007. The Cancellation Consideration
represents a premium of approximately 69% over such unaudited adjusted consolidated net
tangible asset per Share.
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In compliance with the requirements of the Takeovers Code, the Directors have
commissioned updated property revaluations of the property interests of the Group as of 31
October 2007, details of which are set out in Appendices II to VI to this document.

For the purpose of this Explanatory Statement, consolidated net tangible assets means the
aggregate of the amount paid up on the issued share capital, the consolidated capital and
revenue reserves (including but not limited to the share premium account and retained profits)
but after deducting all minority interests in subsidiaries and the value of intangible assets.

Earnings

The Company’s audited consolidated profit attributable to the Shareholders for the year
ended 31 December 2006 amounted to approximately HK$315.215 million, representing
earnings of approximately HK$0.297 per Share.

Dividends

The Company paid a final dividend of HK$0.03 per Share for the year ended 31 December
2006 on 30 May 2007.

CONDITIONS OF THE PROPOSAL

The Proposal will become effective and binding on the Company, the Offeror and all the
holders of the Scheme Shares, subject to the fulfillment or waiver, as applicable, of the
following conditions:

(a) the approval of the Scheme of Arrangement (by way of poll) by a majority in number
representing not less than three-fourths in value of the Minority Shareholders
present and voting either in person or by proxy at the Court Meeting to be convened
at the direction of the High Court (excluding the holders of the Jointly Owned
Shares and the Shares in which Mr. Chan Man Chit is beneficially interested and the
Lau Concert Parties) and the Scheme of Arrangement is not disapproved by the
Minority Shareholders (excluding the holders of the Jointly Owned Shares and the
Shares in which Mr. Chan Man Chit is beneficially interested and the Lau Concert
Parties) at the Court Meeting holding more than 10% in nominal value of all the
Scheme Shares held by the Minority Shareholders (excluding the holders of the
Jointly Owned Shares and the Shares in which Mr. Chan Man Chit is beneficially
interested and the Lau Concert Parties);

(b) the passing of a special resolution by a majority of not less than 75% of the votes
cast by the Shareholders present and voting in person or by proxy at the
Extraordinary General Meeting to give effect to the Scheme of Arrangement,
including the approval of the reduction of the capital of the Company by cancelling
the Scheme Shares and the issue to the Offeror such number of new Shares as is
equal to the number of the Scheme Shares cancelled;
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(c) the sanction of the Scheme of Arrangement (with or without modifications) and the
confirmation of the reduction of the share capital of the Company involved in the
Scheme of Arrangement by the High Court;

(d) an office copy of the order of the High Court, together with a minute relating to the
reduction of the share capital of the Company containing the particulars required by
Section 61 of the Companies Ordinance, being registered by the Registrar of
Companies in Hong Kong;

(e) all Authorizations in connection with the Proposal having been obtained from or
granted by (as the case may be) the Relevant Authorities in Hong Kong and any
other relevant jurisdictions;

(f) all Authorizations remaining in full force and effect without variation, and all
necessary statutory or regulatory obligations in all relevant jurisdictions having been
complied with and no requirement having been imposed by any of the Relevant
Authorities which is not expressly provided for, or is in addition to requirements
expressly provided for, in the relevant laws, rules, regulations or codes in
connection with the Proposal or any matters, documents (including circulars) or
things relating thereto, in each case up to and at the time when the Scheme of
Arrangement becomes effective; and

(g) all necessary consents which may be required under any existing contractual
obligations of the Group having been obtained and remaining in full force and effect
without modification.

Condition (a), which represents the combined effect of Section 166 of the Companies
Ordinance and Rule 2.10 of the Takeovers Code, to condition (d) cannot be waived in any
event. In the event that condition (e) or condition (f) is not fulfilled, the Offeror reserves the
right to assess the materiality of such non-fulfillment and to waive the fulfillment of any such
condition to such extent as the Offeror considers appropriate. The Offeror reserves the right to
waive condition (g) either in whole or in part in respect of any particular matter. All of the
above conditions will have to be fulfilled or waived, as applicable, on or before 30 June 2008
(or such other date as the High Court may allow), otherwise the Proposal will lapse. If the
Proposal is withdrawn or not approved or lapses, the listing of the Shares on the Stock
Exchange will not be withdrawn, subject to the restoration of its public float by the Company.

Assuming that the above conditions are fulfilled or, as applicable, waived, the Scheme of
Arrangement will become effective on the Effective Date, which is expected to be 12 March
2008, and the listing of the Shares on the Stock Exchange will be withdrawn on 17 March 2008
pursuant to Rule 6.15 of the Listing Rules.

An announcement will be made by the Offeror and the Company if the Scheme of
Arrangement is withdrawn or lapses. Further announcements regarding the Proposal will be
made as and when appropriate.
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Section 166 of the Companies Ordinance

According to Section 166 of the Companies Ordinance, where an arrangement is proposed
between a company and its members or any class of them, the High Court may, on the
application in a summary way of the company or any member of the company, order a meeting
of the members of the company or class of members, as the case may be, to be summoned in
such manner as the High Court directs.

It is expressly provided in Section 166 of the Companies Ordinance that if a majority in
number representing three-fourths in value of the members or class of members, as the case
may be, present and voting either in person or by proxy at the meeting summoned as directed
by the High Court as aforesaid, agree to any arrangement, the arrangement shall, if sanctioned
by the High Court, be binding on all members or class of members, as the case may be, and

also on the company.

Rule 2.10 of the Takeovers Code

In addition to satisfying any requirements imposed by law as summarised above, unless
with the consent of the Executive to dispense with compliance or strict compliance thereof,
Rule 2.10 of the Takeovers Code requires that a scheme of arrangement may only be
implemented if:

(a) the scheme of arrangement is approved by at least 75% of the votes attaching to the
disinterested shares that are cast either in person or by proxy at a duly convened
meeting of the holders of the disinterested shares; and

(b) the number of votes cast against the resolution to approve the scheme of
arrangement at such meeting is not more than 10% of the votes attaching to all
disinterested shares.

In the case of the Scheme of Arrangement, the Shares which are deemed under the
Takeovers Code to be disinterested comprise all the Shares held by the Minority Sharcholders
other than the Jointly Owned Shares, the Shares in which Mr. Chan Man Chit is beneficially
interested, and those held by the Lau Concert Parties.

Approval requirements at the Court Meeting and the Extraordinary General Meeting

The procedures and voting arrangements at the Court Meeting are governed by directions
given by the High Court. Condition (a) to the Proposal takes into account approval
requirements under Rule 2.10 of the Takeovers Code in addition to the statutory requirements

under Section 166 of the Companies Ordinance.

The reduction of the share capital of the Company involved in the Scheme of
Arrangement is also required to be approved by the Shareholders in accordance with the
Company’s articles of association and Section 58 of the Companies Ordinance. As the Scheme
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of Arrangement is conditional on the resolution being passed at the Court Meeting and a special
resolution being passed at the Extraordinary General Meeting, the Scheme of Arrangement
cannot proceed unless both conditions are satisfied. Upon the Scheme of Arrangement taking
effect, the Company shall become wholly-owned by members of the Consortium and the
Offeror and the listing of the Shares will be withdrawn from the Stock Exchange.

EFFECTS OF THE SCHEME OF ARRANGEMENT

Ownership structure

The table below sets out the ownership structure of the Company as at the Latest

Practicable Date and immediately upon completion of the Proposal:

As at the Latest Upon completion of

Owners Practicable Date the Proposal
Number of Number of

Shares % Shares %
Members of the Consortium 1,019,947,189 95.9206  1,019,947,189 95.9206
Minority Shareholders 43,377,099* 4.0794 - -
The Offeror - - 43,377,099 4.0794
Total issued share capital 1,063,324,288 100.0000  1,063,324,288 100.0000

* The 43,377,099 Shares held by the Minority Shareholders forming part of the Scheme Shares include the
Jointly Owned Shares, an aggregate of 400,000 Shares held by the Lau Concert Parties, the 61,750 Shares
beneficially owned by Mr. Chan Man Chit and registered in his name except 2,000 Shares of which are held
in the name of HKSCC Nominees Limited and an aggregate of 872,000 Shares held by certain Directors,
namely Mr. David Park, Mr. Gan Khian Seng, Mr. Yong Foo San and Ms. Lim Mooi Ying, Marianne.

As at the Latest Practicable Date, the Company did not have any outstanding options
(including any Options), warrants, derivatives or convertible securities.

Material interests of Directors and effects of the Scheme of Arrangement on such
interests

As at the Latest Practicable Date, Mr. David Park, Mr. Gan Khian Seng, Mr. Yong Foo
San and Ms. Lim Mooi Ying, Marianne, each an executive Director, held 200,000 Shares,
200,000 Shares, 200,000 Shares and 272,000 Shares, respectively. These Shares will form part
of the Scheme Shares and will be entitled to be voted at the Court Meeting. Except for these
interests, none of the Directors, whether as directors or sharecholders or creditors of the
Company or otherwise, has any material interest in the Scheme of Arrangement. Further details
of interests of Directors in the securities of or in any arrangements with the Company are
respectively described in Sections 3 and 6 in Appendix VII to this document. Accordingly, the
Scheme of Arrangement does not have any effect on the interests of any of the Directors which
are materially different from the effect on like interests of the other Minority Shareholders.
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REASONS FOR THE PROPOSAL

The trading liquidity of the Shares on the Stock Exchange in recent years has been
generally thin. The average daily trading volume of the Shares over the twelve-month period
prior to the Preliminary Announcement was approximately 2,684 Shares, representing
approximately 0.0003% of the issued share capital of the Company as at the Latest Practicable
Date.

In addition, as announced by the Company on 1 June 2007 and 29 November 2007, there
has been a high concentration of shareholding in the Company in the hands of a limited number
of Shareholders. Since 5 November 2007, trading in the Shares on the Stock Exchange has been
suspended. The Company has recently received information which indicates that the public
float of the Shares is less than 25% as required under Rule 8.08 of the Listing Rules. The
ultimate beneficial owners of Amerdale Investments and Victon Investment, being respectively
Mr. Lau Gek Poh and Mr. Yaw Teck Seng, notified the Company that they had held interests
in these Shares, which represented 62.3652% and 25.7911%, respectively, of the issued Shares
as at the Latest Practicable Date. Together, their interests in the Company represent
approximately 88.1563% of the issued Shares.

Given the low liquidity of the Shares traded on the Stock Exchange, the insufficient
public float and high concentration of shareholding, the directors of the Offeror and the
Company believe that there is currently limited opportunity for the Minority Shareholders to
divest their investments in the Company.

Further, since the members of the Consortium were interested in an aggregate of
approximately 95.9206% of the issued Shares as at the Latest Practicable Date, the directors
of the Offeror and the Company believe that it is unlikely that the Minority Shareholders will
receive any other general offer from a third party to acquire their Shares, as any such offer will
not succeed without the approval of the members of the Consortium. Shareholders should also
note that no discussion has taken place or is taking place with any third party regarding the
disposal of any of the Shares held by the members of the Consortium.

INFORMATION ON THE COMPANY

The Company is a company incorporated in Hong Kong with limited liability. The Shares
were originally listed on the predecessor to the Stock Exchange on 6 March 1973 and were
relisted on the Stock Exchange on 1 September 1988. The Group is principally engaged in the
trading of motor vehicles, heavy equipment, spare parts and the provision of after-sales and
product support services, property development and investment, general trading and financial

services.
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A summary of the audited consolidated results of the Company for each of the two
financial years ended 31 December 2005 and 2006 is set out below:

For the For the

year ended year ended Increase
31 31 compared
December December  to previous
2005 2006 year
HK$°000 HK3$°000 %

(Restated)
Turnover 13,298,776 17,692,282 33.04
Profit before taxation 507,827 667,985 31.54
Profit after taxation 313,009 381,265 21.81
Profit attributable to Shareholders 285,879 315,215 10.26
Dividends 31,816 31,818 0.01
Basic earnings per Share (HK cents) 27.0 29.7 10.00

The audited consolidated net assets attributable to the Shareholders were approximately
HK$5,333 million as at 31 December 2005 and approximately HK$5,771 million as at 31
December 2006.

As at the Latest Practicable Date, the Company did not have any outstanding options

(including any Options), warrants, derivatives or convertible securities.

The attention of the Minority Shareholders is drawn to Appendix I to this document which
sets out the financial information relating to the Group.

Based on the closing price of HK$8.99 per Share as at the Last Trading Date, being the
last full trading day prior to the suspension of trading in the Shares at 9:37 a.m. on 5 November
2007 which suspension has continued up to the date of this document and the total number of
the Shares in issue of 1,063,324,288 as at the Latest Practicable Date, the market capitalisation
of the Company was approximately HK$9,559 million.

INFORMATION ON THE OFFEROR
The Offeror is a company incorporated in the British Virgin Islands with limited liability
on 6 November 2007. The Offeror is formed for the purpose of effecting the Proposal. At

present, the Offeror has no trading activities and does not hold or beneficially own any Shares
or other securities in the Company.
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The Offeror is wholly-owned by Amerdale Investments, and the directors of the Offeror
consist of Ms. Sim Siew Meng, Mr. Heng Chin Tung and Mr. Ito Taikichi. Conditional upon
the Proposal becoming effective, all members of the Consortium will subscribe for the shares
in the Offeror, in numbers representing the proportions that the Shares in which by each of the
members of the Consortium is respectively interested bear to the total number of the Shares in
which all the members of the Consortium are interested and at the same subscription price on
a per share basis. Further details regarding such proportions are set out in the following section

headed “Information on the Consortium”.

INFORMATION ON THE CONSORTIUM

The Consortium consists of 35 members, who together presently hold an aggregate of
1,019,947,189 Shares, representing approximately 95.9206% of the issued share capital of the
Company. Those Shares will not form part of the Scheme Shares and, accordingly, the members
of the Consortium and the parties presumed to be acting in concert with them under the
Takeovers Code will not be entitled to attend and vote at the Court Meeting. Notwithstanding
that Wellmix Enterprise Limited as a co-owner is a member of the Consortium, the Jointly
Owned Shares will form part of the Scheme Shares although Wellmix Enterprise Limited as
their holder will not under the Takeovers Code be entitled to attend and vote at the Court
Meeting.

The Consortium consists of (i) Amerdale Investments and investment companies that are
its Associates, all of which hold an aggregate of 663,143,816 Shares representing
approximately 62.3652% of the issued Shares; (ii) Victon Investment, together with an
investment company that is its Associate and a company holding Shares on behalf of Mr. Yaw
Teck Seng, who is a beneficial owner of and controls Victon Investment and is the beneficial
owner of its Associate, together hold an aggregate of 274,242,987 Shares representing
approximately 25.7911% of the issued Shares; (iii) individuals who are relatives of Mr. Lau
Gek Poh and companies owned and controlled by such individuals, all of whom hold an
aggregate of 74,659,386 Shares representing approximately 7.0213% of the issued Shares; and
(iv) a long time Shareholder who holds 7,901,000 Shares representing approximately 0.7430%
of the issued Shares. Mr. Lau Gek Poh is the controlling shareholder (as defined in the Listing
Rules) of the Company and the beneficial owner of Amerdale Investments and its Associates

referred to in (i) above.
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The table below and the notes thereto set out information on the members of the
Consortium, the number of Shares respectively held by such members, the beneficial owners
and registered holders of such Shares as well as the respective percentages of the shareholdings
of members of the Consortium in the Company as at the date of this document and in the

Offeror upon the Proposal becoming effective:

21.
22.

23.
24.
25.
26.

27.
28.

Name of member
(Notes 2-7)

Amerdale Investments

Global Range Investments
Limited

Ondori Enterprises Limited

Unicorn International
Holdings Limited

Bolker Investments Limited

Manningvale Limited

Elmsgate Limited

Long-Term Market Limited

Diwat Investments Ltd.

. Ansoon Limited

. Grand Haywood Limited

. Weeluk Trading Limited

. Onwick Profits Limited

. Victon Investment

. Yetime Nominees Limited
. Starway Nominee Inc.

. Ito Taikichi

. Cheer Union Enterprise

Limited

. Futron Limited
. Lei Sheng Company

Limited
Wellmix Enterprise Limited
Wellmaxi Investment
Limited
Tan Linar
Lau Kwok Yeaw
Lau Shu Ya Karin
Pacific City Investments
Ltd.
Beauty Year Limited
SCF Investment Limited

Number of
Shares in the
Company as
at the date of
this document

205,271,883
45,414,000

45,053,000
44,827,000

46,861,199
4,993,500
9,600,000

32,328,977

44,827,000

44,826,000

49,134,259

45,180,998

44,826,000

235,282,761
6,631,249

32,328,977
7,901,000

12,000,000

5,000,000
2,476,964

2,003,322
13,365

30,000
14,000
8,000
26,914,289

13,102,291
10,324,598
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Percentage
ownership in
the Company
as at the date

of this
document
(Note 8)

19.3047%
4.2709%

4.2370%
4.2157%

4.4070%
0.4696%
0.9028%
3.0404%
4.2157%
4.2156%
4.6208%
4.2490%
4.2156%
22.1271%
0.6236%
3.0404%
0.7430%
1.1285%

0.4702%
0.2329%

0.1884%
0.0013%

0.0028%
0.0013%
0.0008%
2.5311%

1.2322%
0.9710%

Percentage
ownership in
the Offeror
upon the
Proposal
becoming
effective
(Notes 1, 8)

20.1257%
4.4526%

4.4172%
4.3950%

4.5945%
0.4896%
0.9412%
3.1697%
4.3950%
4.3949%
4.8173%
4.4297%
4.3949%
23.0681%
0.6502%
3.1697%
0.7746%
1.1765%

0.4902%
0.2429%

0.1964%
0.0013%

0.0029%
0.0014%
0.0008%
2.6388%

1.2846%
1.0123%
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29.
30.
31.
32.
33.
34.
35.

Percentage

Percentage ownership in

ownership in the Offeror

Number of the Company upon the

Shares in the  as at the date Proposal

Company as of this becoming

Name of member at the date of document effective
(Notes 2-7) this document (Note 8) (Notes 1, 8)

Lau Chor Lok 230,249 0.0217% 0.0226%
Hui Man Sheung 1,812 0.0002% 0.0002%
Lau Shun Fong 718,000 0.0675% 0.0704%
Lau Yu Hing 613,996 0.0577% 0.0602%
Lau Shun King, Susanna 723,000 0.0680% 0.0709%
Lau Shun Wah 425,500 0.0400% 0.0417%
Lau Soong Cheng 60,000 0.0056% 0.0059%

Total 1,019,947,189 95.9206% 100.0000%

Notes:

M
)

3)

C)

&)
(6)

(N

)

Assuming no new Shares will be issued prior to the Record Time.

All members are the registered holders of the Shares in which they are respectively interested as set out
in the table, save for the members numbered 14 and 17. The Shares in which the member numbered 14
is interested have been charged and mortgaged by Victon Investment, respectively, as to 156,855,174
Shares, representing approximately 14.7514% of the issued Shares, to Malayan Banking Berhad and are
registered in the name of Mayban Nominees (Hong Kong) Limited, and as to 78,427,587 Shares,
representing approximately 7.3757% of the issued Shares, to Bangkok Bank Public Company Limited
and are registered in the name of HKSCC Nominees Limited. The Shares in which the member
numbered 17 is interested have been mortgaged by such member, Mr. Ito Taikichi, to Bangkok Bank
Public Company Limited and are registered in the name of HKSCC Nominees Limited.

The member numbered 1 is beneficially owned by Mr. Lau Gek Poh. The members numbered 2-13,
holding in the aggregate 457,871,933 Shares, representing 43.0604% of the issued Shares, hold their
Shares on behalf of Mr. Lau Gek Poh. Mr. Lau Gek Poh is therefore beneficially interested in an
aggregate of 663,143,816 Shares, representing 62.3652% of the issued Shares.

The members numbered 14 and 16, holding in the aggregate 267,611,738 Shares representing 25.1675%
of the issued Shares are respectively controlled and beneficially owned by Mr. Yaw Teck Seng. The
member numbered 15 holds its Shares on behalf of Mr. Yaw Teck Seng. Mr. Yaw Teck Seng is therefore
beneficially interested in an aggregate of 274,242,987 Shares representing 25.7911% of the issued
Shares.

The member numbered 17, Mr. Ito Taikichi, is a director of the Offeror.

The members numbered 18-35, holding in the aggregate 74,659,386 Shares representing 7.0213% of the
issued Shares, are either relatives of Mr. Lau Gek Poh or companies owned and controlled by such
relatives, and are presumed to be parties acting in concert with Mr. Lau Gek Poh. All the members
numbered 18-35 are the beneficial owners of the Shares in which they are respectively interested as set
out in the table, save for the member numbered 22, which holds its Shares on behalf of Mr. Lau Yu Man,
a relative of Mr. Lau Gek Poh, and the member numbered 27, which holds its Shares on behalf of Mr.
Lau Chor Lok, who is the member numbered 29.

The member numbered 21 is also jointly interested in the Jointly Owned Shares with Mr. Chan Man
Chit, in addition to the Shares set out next to its name in the above table in which it is solely interested.
Mr. Chan Man Chit is not a member of the Consortium but as one of its directors is presumed to be a
party acting in concert with such member and the Jointly Owned Shares will not be entitled to be
represented or voted at the Court Meeting.

The individual percentage figures may not add up to the relevant total percentage figure due to rounding
effects.
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The Consortium arrangements

The members of the Consortium have entered into a subscription agreement with the
Offeror to subscribe for the shares in the Offeror, conditional upon the Proposal becoming
effective. The number of the shares to be subscribed by each subscriber will represent the
proportions that the Shares in which each of them is respectively interested bear to the total
number of the Shares in which all of the members of the Consortium are interested, as
described in the preceding section headed “Information on the Consortium”. The subscription
price to be paid by each subscriber will be in all cases equal on a per share basis. The affairs
of the Offeror and the rights and obligations of the Consortium members as shareholders of the
Offeror shall be governed by the laws of the British Virgin Islands and the memorandum and
articles of association of the Offeror. The members of the Consortium have not entered into,
and do not intend to enter into, any shareholders’ agreement relating to their holdings of the

shares in the Offeror.

TOTAL CANCELLATION CONSIDERATION AND CONFIRMATION OF
FINANCIAL RESOURCES

The total Cancellation Consideration payable under the Scheme of Arrangement is
approximately HK$433.8 million. Payment of the Cancellation Consideration will be financed
by funds in the amount of HK$470 million (or such greater amount as may be necessitated by
the Proposal) lent to the Offeror by Hayfield Enterprises Limited, a company indirectly owned
by a discretionary trust set up by Mr. Lau Gek Poh for the benefit of his family members,
including certain members of the Consortium. Hayfield Enterprises Limited is accordingly
presumed to be a party acting in concert with members of the Consortium and with the Offeror.
Hayfield Enterprises Limited did not hold any Shares or other securities of the Company as at
the Latest Practicable Date. The funding provided by Hayfield Enterprises Limited is secured
by a share mortgage given by the Offeror in respect of one Share to be issued to the Offeror
under the Scheme of Arrangement, together with any dividend, interest or other rights accruing
thereto. UBS AG, the financial adviser to the Offeror, is satisfied that sufficient financial
resources are available to the Offeror to implement fully the Proposal in accordance with its

terms.

FUTURE INTENTIONS

It is the intention of the Offeror and members of the Consortium to continue the
businesses of the Group after the privatisation of the Company. The Offeror and members of
the Consortium do not have any intention to introduce any major changes to the existing
operations and management of the Group, nor do they have any intention to make any change
to the continued employment of the Group’s employees. However, the Offeror and members of
the Consortium may from time to time review strategic options with regard to the businesses
of the Group and the Group as a whole. These strategic options may include, but not be limited

to, the restructuring or the rationalisation of one or more of the businesses.

—40 —



EXPLANATORY STATEMENT

WITHDRAWAL OF LISTING OF THE SHARES, SHARE CERTIFICATES AND
TRADING

Upon the Scheme of Arrangement becoming effective, all the Scheme Shares will be
cancelled and all certificates representing the Scheme Shares will cease to have effect as
documents or evidence of title as from the Effective Date, which is expected to be 12 March
2008.

The Company will apply to the Stock Exchange for the withdrawal of the listing of the
Shares on the Stock Exchange in accordance with Rule 6.15 of the Listing Rules immediately
on the Effective Date. The listing of the Shares on the Stock Exchange is expected to be
withdrawn at 9:30 a.m. on 17 March 2008. The Minority Shareholders will be notified by way
of a press announcement of the exact date on which the Scheme of Arrangement and the
withdrawal of the listing of the Shares on the Stock Exchange will become effective.

Dealings in the Shares on the Stock Exchange have been suspended since 9:37 a.m. on 5
November 2007 at the request of the Company, pending the release of its follow-up
announcement dated 29 November 2007 in relation to its high concentration of shareholding.
As indicated in such announcement and further explained in the section above headed “Reasons
for the Proposal”, the Company has received information that indicates the number of the
Shares in the hands of the public has fallen below the prescribed minimum public float of 25%
of its Shares as required under Rule 8.08 of the Listing Rules. In the circumstances, trading in
the Shares is expected to remain suspended until the withdrawal of the listing of the Shares on
the Stock Exchange.

In the event that the Scheme of Arrangement is not implemented, it is intended that the
listing of the Shares on the Stock Exchange will be maintained, subject to the Company
restoring its public float.

REGISTRATION AND PAYMENT OF CANCELLATION CONSIDERATION

It is proposed to close the register of members of the Company from 21 February 2008
to 25 February 2008 (both dates inclusive) or during such other period as may be notified to
the Shareholders by press announcement, in order to establish entitlements of the Minority
Shareholders to attend and vote at the Court Meeting and of the Shareholders to attend and vote
at the Extraordinary General Meeting. For this purpose, all transferees of the Shares should
ensure that their Shares are registered or lodged for registration in their names or in the names
of their nominees with Tricor Tengis Limited, the share registrar of the Company, at 26th Floor,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong, by 4:00 p.m. on 20 February
2008, being the day immediately prior to the date of the closure of the register of members of
the Company.

Upon the Scheme of Arrangement becoming effective, payments for the Cancellation
Consideration will be made to the holders of the Scheme Shares whose names appear on the
register of members of the Company at the Record Time. On the basis that the Scheme of
Arrangement becomes effective on or before 12 March 2008, cheques for payment of the
Cancellation Consideration under the Scheme of Arrangement are expected to be despatched
on or before 20 March 2008. Cheques will be sent to the persons entitled thereto at their
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respective registered addresses or, in the case of joint holders, to the registered address of that
joint holder whose name stands first in the register of members of the Company in respect of
the joint holding. All such cheques will be sent at the risk of the persons entitled thereto and
none of the Company, the Offeror and any of their officers or agents will be responsible for any
loss or delay in despatch.

On or after the day falling six calendar months after the posting of such cheques, the
Offeror shall have the right to cancel or cause the cancellation of any such cheque which has
not been cashed or has been returned uncashed, and shall place all monies represented thereby
in a deposit account in the Company’s name with a licensed bank in Hong Kong selected by
the Company.

The Company shall hold such monies until the expiry of six years from the Effective Date
and shall, prior to such date, make payments therefrom of the sums, together with interest
thereon, to persons who satisfy the Company that they are respectively entitled thereto and that
the cheques of which they are payees have not been cashed. On the expiry of six years from
the Effective Date, the Offeror shall be released from any further obligation to make any
payments under the Scheme of Arrangement and the Company shall thereafter transfer to the
Offeror the balance (if any) of the sums then standing to the credit of the deposit account in
its name, including accrued interest subject, if applicable, to the deduction of any interest or
withholding or any other tax or any other deduction required by law, and subject to the
deduction of any expenses incurred in effecting the transfer.

Settlement of the Cancellation Consideration to which any holder of the Scheme Shares
is entitled will be implemented in full in accordance with the terms of the Scheme of
Arrangement without regard to any lien, right of set-off, counterclaim or other analogous right
to which the Offeror may otherwise be, or claim to be, entitled against such holder of Scheme
Shares.

OVERSEAS SHAREHOLDERS

Payments of the Cancellation Consideration to those Minority Shareholders who are not
resident in Hong Kong may be subject to the laws of the relevant jurisdictions where such
Minority Shareholders are located. All overseas Minority Shareholders should observe any
applicable legal and regulatory requirements of their own jurisdictions. It is the responsibility
of any such Minority Shareholders wishing to accept the Cancellation Consideration to satisfy
themselves as to the full observance of the laws of the relevant jurisdiction in connection
therewith, including the obtaining of any governmental or exchange control or other consents
which may be required, or the compliance with other necessary formalities and the payment of
any issue, transfer or other taxes due in such jurisdiction.

TAXATION

As the Scheme of Arrangement does not involve the sale and purchase of Hong Kong
stock, no stamp duty will be payable pursuant to the Stamp Duty Ordinance, Chapter 117 of
the Laws of Hong Kong, on the cancellation of the Scheme Shares upon the Scheme of
Arrangement becoming effective.
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The Minority Shareholders, whether in Hong Kong or in other jurisdictions, are
recommended to consult their professional advisers if they are in any doubt as to the taxation
implications of the Scheme of Arrangement and in particular, whether the receipt of the
Cancellation Consideration would make such Minority Shareholder liable to taxation in Hong
Kong or in other jurisdictions.

It is emphasised that none of the Company, the Offeror, Quam Capital, UBS AG and any
of their respective officers or any other person involved in the Proposal accepts responsibility
for any tax or other effects on, or liabilities of, any person or persons as a result of the

implementation or otherwise of the Proposal.

COURT MEETING AND EXTRAORDINARY GENERAL MEETING

The High Court has directed that the Court Meeting be convened and held for the purpose
of considering and, if thought fit, approving the Scheme of Arrangement (with or without
modification). Only those Minority Shareholders who are not the holder of either the Jointly
Owned Shares or the Shares beneficially owned by Mr. Chan Man Chit or the Lau Concert
Parties or other parties acting in concert with the Offeror or members of the Consortium will
be entitled to attend and vote at the Court Meeting.

The Minority Shareholders include Mr. David Park, Mr. Gan Khian Seng, Mr. Yong Foo
San and Ms. Lim Mooi Ying, Marianne, all being executive Directors, who held 200,000
Shares, 200,000 Shares, 200,000 Shares and 272,000 Shares, respectively, as at the Latest
Practicable Date. Each of these Directors has indicated that he or she intends to vote his or her

Shares in favour of the resolution for the approval of the Scheme of Arrangement.

Following the conclusion of the Court Meeting, the Extraordinary General Meeting will
be held for the purpose of considering and, if thought fit, passing a special resolution to
approve and implement the Scheme of Arrangement and the reduction of the authorised and
issued share capital of the Company involved in the Scheme of Arrangement. The
Extraordinary General Meeting will be convened and held in accordance with the articles of
association of the Company. All Shareholders will be entitled to attend and vote at the
Extraordinary General Meeting. If the Scheme of Arrangement is approved at the Court
Meeting, the members of the Consortium and parties acting in concert with them or the Offeror
have indicated that their respective Shares will be voted in favour of the special resolution to
be proposed at the Extraordinary General Meeting.

Notice of the Court Meeting is set out on pages 349 to 351 of this document. The Court
Meeting will be held on 25 February 2008 at the time and place specified in the notice of the
Court Meeting.

Notice of the Extraordinary General Meeting is set out on pages 352 to 353 of this
document. The Extraordinary General Meeting will be held at the same place and date at 11:00
a.m. or immediately after the Court Meeting.
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Pursuant to the articles of association of the Company, at any general meeting a resolution
put to the vote of the meeting shall be decided on a show of hands unless a poll is demanded
before or on the declaration of the result of the show of hands. A poll may be demanded by:

(1) the chairman of the meeting; or

(2) at least three Shareholders present in person (or in the case of a corporation, by its
duly authorised representative) or by proxy for the time being entitled to vote at the

meeting; or

(3) any Shareholder or Shareholders present in person (or in the case of a corporation,
by its duly authorised representative) or by proxy and representing not less than
one-tenth of the total voting rights of all the Shareholders having the right to vote
at the meeting; or

(4) a Shareholder or Shareholders present in person (or in the case of a corporation, by
its duly authorised representative) or by proxy and holding Shares conferring a right
to vote at the meeting on which an aggregate sum has been paid up equal to not less
than one-tenth of the total sum paid up on all Shares conferring that right.

For the avoidance of doubt, the articles of association of the Company relating to general
meetings do not apply to the Court Meeting, which must be convened and held in accordance
with the directions of the High Court.

ACTIONS TO BE TAKEN

A pink form of proxy for use at the Court Meeting and a white form of proxy for use at
the Extraordinary General Meeting are enclosed with this document.

Whether or not you are able to attend the Court Meeting or the Extraordinary General
Meeting, you are strongly urged to complete and sign the enclosed forms of proxy in
accordance with the instructions respectively printed thereon and to lodge them, together with
the power of attorney or other authority (if any) under which they are signed or a notarially
certified copy of that power or authority, as soon as possible and in any event not less than 48
hours before the appointed times for the meetings at the registered office of the Company at
8th Floor, New World Tower I, 18 Queen’s Road Central, Hong Kong. If the pink form of proxy
is not so lodged, it may be handed to the chairman of the Court Meeting at the Court Meeting.
In order to be valid, the white form of proxy for use at the Extraordinary General Meeting must
be lodged not less than 48 hours before the time appointed for that meeting. The completion
and return of the form of proxy for the Court Meeting or for the Extraordinary General Meeting
will not preclude you from attending and voting in person at the relevant meeting. In such

event, your relevant form of proxy will be deemed to have been revoked.
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An announcement will be made by the Company in relation to the results of the Court
Meeting and the Extraordinary General Meeting. In addition, an announcement will be made
on the results of the hearing of the petition to sanction the Scheme of Arrangement by the High
Court and, if the Scheme of Arrangement is sanctioned, the last date of trading in the Shares
on the Stock Exchange, the Record Time, the Effective Date and the date of withdrawal of the
listing of the Shares on the Stock Exchange.

For the purpose of determining the entitlements of the Shareholders to attend and vote at
the Court Meeting and the Extraordinary General Meeting, the register of members of the
Company will be closed from 21 February 2008 to 25 February 2008 (both days inclusive) and
during such period, no transfer of the Shares will be effected. In order to qualify to vote at the
Court Meeting and the Extraordinary General Meeting, all instruments of transfers
accompanied by the relevant share certificates must be lodged with Tricor Tengis Limited, the
share registrar of the Company, at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong not later than 4:00 p.m. on 20 February 2008.

FURTHER INFORMATION

Further information in relation to the Proposal is set out in the Appendices to this

document, all of which form part of this Explanatory Statement.
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1. FINANCIAL SUMMARY

Set out below is a summary of the audited consolidated results of the Group for each of
the three financial years ended 31 December 2006 extracted from the 2004, 2005 and 2006
annual reports of the Company and unaudited consolidated results of the Group for the six
months ended 30 June 2007 extracted from the 2007 interim report of the Company, except that
definitions used in this document have been adopted in the below extract.

Summary Consolidated Income Statement

Six months
ended
30 June Year ended 31 December
2007 2006 2005 2004
Note HKS$°000 HKS$000 HKS$000 HK$°000
(Restated) (Restated)
Revenue 11,958,417 17,692,282 13,298,776 8,633,816
Profit before tax 029,544 067,985 507,827 306,527
Tax (153,917) (286,720) (194,818) (50,272)
Profit for the year/period 475,627 381,265 313,009 256,255
Attributable to:
Equity holders of the parent 425,038 315,215 285,879 260,367
Minority interests 50,589 06,050 27,130 (4,112)
475,627 381,265 313,009 256,255
Earnings per Share attributable to ordinary
equity holders of the parent
- Basic 2 HK40.1 cents HK29.7 cents HK27.0 cents HK26.0 cents
- Diluted 2 HK40.1 cents HK29.6 cents HK26.8 cents HK25.4 cents
Dividend Nil 31,818 31,816 31,816
Dividend per Share Nil  HK3.0 cents HK3.0 cents HK3.0 cents

Notes:

(1) 2004 and 2005 figures have been restated to reflect the change in accounting policy as a result of the adoption
of the revised Hong Kong Accounting Standard 27.
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(2

3)

C))

Earnings per Share attributable to ordinary equity holders of the parent

The calculations of basic and diluted earnings per Share are based on:

Earnings

Profit attributable to ordinary
equity holders of the parent,
used in the basic and diluted
earnings per Share calculations

Shares

Weighted average number of
Shares in issue during the
year/period used in basic and
diluted earnings per Share
calculations

Effect of dilution — Weighted
average number of Shares:
Warrants

Six months
ended Year ended 31 December
30 June 2007 2006 2005 2004
HK3$'000 HK3$000 HK$’000 HKS$°000
(Restated) (Restated)
425,038 315,215 285,879 260,367
Number of Shares
Six months
ended
30 June Year ended 31 December
2007 2006 2005 2004

1,060,588,288

1,060,559,323 1,057,596,486

5,512,496 7,259,401

1,000,720,460

24,433,536

1,060,588,288

1,066,071,819 1,064,855,887

1,025,153,996

As the subscription prices of the share options outstanding during the three years ended 31 December 2004,
2005 and 2006 and the six months ended 30 June 2007 were higher than the respective average market prices
of the Shares during these years/period, there was no dilutive effect on the basic earnings per Share.

The auditors’ reports issued by Ernst and Young for each of the three financial years ended 31 December 2004,

2005 and 2006 were not qualified.

There were no extraordinary or exceptional items in the consolidated financial statements for any of the past

three financial years.
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2. AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE GROUP FOR
THE YEAR ENDED 31 DECEMBER 2006

The following information has been extracted from the audited consolidated financial
statements of the Group for the year ended 31 December 2006, except that the definitions used
in this document have been adopted in the below extract.

Consolidated Income Statement
Year ended 31 December 2006

2006 2005
Notes HK$°000 HK$°000
(Restated)

REVENUE 4 17,692,282 13,298,776
Cost of sales and services (15,799,786) (11,717,865)
Gross profit 1,892,496 1,580,911
Other income and gains 4 164,743 75,865
Selling and distribution costs (280,747) (170,522)
Administrative expenses (773,441) (620,179)
Other operating expenses (205,525) (261,425)
PROFIT FROM OPERATING ACTIVITIES 797,526 604,650
Finance costs 6 (195,063) (151,772)
Share of profits and losses of associates 65,522 54,949
PROFIT BEFORE TAX 5 667,985 507,827
Tax 9 (286,720) (194,818)
PROFIT FOR THE YEAR 381,265 313,009
Attributable to:

Equity holders of the parent 10 315,215 285,879

Minority interests 66,050 27,130

381,265 313,009

DIVIDEND 11 31,818 31,816
EARNINGS PER SHARE ATTRIBUTABLE

TO ORDINARY EQUITY HOLDERS OF

THE PARENT 12

— Basic HK?29.7 cents HK27.0 cents

— Diluted HK29.6 cents HK26.8 cents
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Consolidated Balance Sheet
31 December 2006

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties

Prepaid land premiums
Properties under development
Goodwill

Other intangible asset
Interests in associates
Available-for-sale investments
Deferred tax assets

Net investments in finance leases
Loans and receivables

Total non-current assets

CURRENT ASSETS

Inventories

Properties held for sale

Trade receivables

Bills receivable with full recourse

Net investments in finance leases

Loans and receivables

Prepaid land premiums

Prepayments, deposits and sundry receivables

Equity investments at fair value through
profit or loss

Pledged time deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Sundry payables and accruals

Derivative financial instruments

Interest-bearing bank borrowings and other
non interest-bearing borrowing

Bills discounted with full recourse

Tax payable

Provisions

Total current liabilities

Notes

13
14
15
16
17
18
20
21
36
22
23

24
25
26
27
22
23
15
28

29
30
30

31
32
33

34
27

35
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2006 2005
HK$°000 HK$°000
(Restated)

1,683,104 1,382,267
654,354 427,110
237,937 235,761
1,219,666 809,680
702,654 676,466
1,650 1,650
1,981,043 1,725,853
9,921 11,689
30,213 21,119
23,512 37,888
315,119 98,380
6,859,173 5,427,863
2,786,488 2,213,970
840,215 1,217,145
855,759 609,477
26,545 183,857
15,649 82,864
132,394 336,383
6,569 5,127
1,053,935 951,781
28,207 126,370
28,897 23,883
1,383,276 1,300,385
7,157,934 7,051,242
1,892,576 1,483,722
1,865,182 1,767,613
1,603 16,047
2,229,835 1,933,752
26,545 183,857
248,374 224,639
46,458 45,411
6,310,573 5,655,041




APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

Notes

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT

LIABILITIES
NON-CURRENT LIABILITIES
Derivative financial instruments 33
Interest-bearing bank borrowings 34
Deferred tax liabilities 36
Total non-current liabilities
Net assets
EQUITY
Equity attributable to equity holders of

the parent
Issued capital 37
Reserves 39(a)
Proposed final dividend 11

Minority interests

Total equity
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2006 2005
HK$°000 HKS$°000
(Restated)

847,361 1,396,201
7,706,534 6,824,064
41,575 15,177
1,371,073 963,268
209,262 196,657
1,621,910 1,175,102
6,084,624 5,648,962
1,060,588 1,060,520
4,679,022 4,240,256
31,818 31,816
5,771,428 5,332,592
313,196 316,370
6,084,624 5,648,962
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Consolidated Statement of Changes
Year ended 31 December 2006

in Equity

Attributable to equity holders of the parent

Land and
Share building Warrant Exchange Proposed
Issued  premium revaluation  subscription Reserve fluctuation ~ Retained final Minority Total
capital account reserve reserve funds reserve profits  dividend Total ~interests equity
Notes  HKS$'000  HKS$000 HKS'000 HKS$'000 HKS$'000 HKS$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HKS$'000
(Restated) (Restated) ~ (Restated) (Restated) ~ (Restated) ~ (Restated)
(note 39(a))
At 1 January 2005
As previously reported 1,049,520 2,705,398 12,011 4241 51,764 (5,792) 1,135,763 31816 5,022,951 246,402 5,209,353
Prior year adjustments 22(b) - - - - - (582) (1,780) - (2,362) 31,637 29,275
As restated 1,049,520 2,705,398 12,011 4241 51,764 (6,374) 1,133,983 31816 5,020,589 278,039 5,298,628
Share of reserves of
an associate - - - - 1,130 - - - 1,130 - 1,130
Share of reserves of
subsidiaries - - - - - - - - - 1,329 1,329
Exchange adjustments - - - - - 23810 - - 23,810 (4,484) 19,326
Total income and expense for
the year recognised
directly in equity - - - - 1,130 23810 - - 24,940 (3,155) 21,785
Profit for the year
(as restated) - - - - - - 285,879 - 285,879 27,130 313,009
Total income and expense for
the year - - - - 1,130 23810 285,879 - 310,819 23,975 334,794
Additions to minority
interests in investments in
subsidiaries - - - - - - - - - 31,551 31,551
Acquisition of minority
interests 40(a) - - - - - - - - - (14,638)  (14,638)
Repayment to minority
interests - - - - - - - - - (2,557) (2,557)
2004 final dividend declared - - - - - - - (31,816) (31,816) - (31,816)
Exercise of warrants 37 11,000 27,500 - (5,500) - - - - 33,000 - 33,000
Proposed 2005 final dividend 1 - - - - - - (31,816) 31,816 - - -
Transfer from retained profits ~ 39(a) - - - - 9,373 - (9,373) - - - -
At 31 December 2005 1,060,520 2,732,808* 12,011%/# 36971% 62,2607 17436 1,378,673* 31816 5,332,592 316,370 5,648,962
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Attributable to equity holders of the parent

Land and
Share building Warrant Exchange Proposed
Issued  premium revaluation  subscription Reserve fluctuation  Retained final Minority Total
capital account reserve reserve funds reserve profits  dividend Total ~interests equity
Notes  HKS$'000  HKS$000 HKS'000 HKS$ 000 HKS$'000 HKS$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HKS$'000
(Restated) (Restated) ~ (Restated) (Restated) ~ (Restated) ~ (Restated)
(note 39(a))
At 1 January 2006
As previously reported 1,060,520 2,732,898 12,011 36971 61,274 14,085 1,347,115 31816 5,296,690 265289 5,561,979
Prior year adjustments 2.2(b) - - - - 993 3,351 31,558 - 35,902 51,081 86,983
As restated 1,060,520 2,732,898 12,011 36971 62,2607 17436 1,378,673 31816 5,332,592 316,370 5,648,962
Share of reserves of
an associate - - - - (267) - - - (267) - (267)
Exchange adjustments - - - - - 155,499 - - 155,499 19,317 174,816
Total income and expense for
the year recognised
directly in equity - - - - (267) 155,499 - - 155,232 19,317 174,549
Profit for the year - - - - - - 315,215 - 315,215 66,050 381,265

Total income and expense for

the year - - - - (267) 155,499 315215 - 470,447 85,367 555,814
Additions to minority

interests in investments in

subsidiaries - - - - - - - - - 9,884 9,884
Acquisition of minority

interests 40(a) - - - - - - - - - (97,678)  (97.678)
Repayment to minority

interests - - - - - - - - - (747) (747)
2005 final dividend declared - - - - - - - (31.816) (31,816 - (31.816)
Exercise of warrants 37 68 171 - (34) - - - - 205 - 205
Expiry of warrants 37 - - - (36,937) - - 36,937 - - - -
Proposed 2006 final dividend 11 - - - - - - (31,818) 31818 - - -
Transfer from retained profits ~ 39(a) - - - - 30,178 - (30,178) - - - -
At 31 December 2006 1,060,588 2,733,069* 12,011%/# -# 92,178* 172,935%  1,668,829* 31818 5,771,428 313,196 6,084,624
* These reserve accounts comprise the consolidated reserves of HK$4,679,022,000 (2005 (restated):

HK$4,240,256,000) in the consolidated balance sheet.

# The amount represents the land and building revaluation reserve of HK$12,011,000 (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 taking place in the year ended 31 December 1998.
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Consolidated Cash Flow Statement
Year ended 31 December 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Share of profits and losses of associates
Depreciation of property, plant and equipment
Depreciation of investment properties
Recognition of prepaid land premiums
Release of goodwill upon sales of developed
properties
Write-down of inventories to net realisable
value
Impairment of trade receivables
Impairment of a short term receivable
Provisions for product warranties and long
service payments, net
Gain on disposal of items of property, plant and
equipment
Dividend income from listed investments
Rental income, net
Interest income

Decrease/(increase) in inventories

Decrease in properties held for sale

Decrease/(increase) in trade and bills receivables

Decrease/(increase) in net investments in finance
leases

Increase in loans and receivables

Increase in prepayments, deposits and sundry
receivables

Decrease in equity investments at fair value
through profit or loss

Increase in trade and bills payables, and sundry
payables and accruals

Decrease in provisions of product warranties and
long service payments

Cash generated from operations

Dividends received from listed investments
Rental received

Interest received

Hong Kong profits tax paid

Overseas taxes paid

Net cash inflow from operating activities
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2006 2005

Notes HK$°000 HK$°000
(Restated)

667,985 507,827

6 195,063 151,772
(65,522) (54,949)

5 131,475 96,488
5 9,693 4,970
5 6,472 4,289
5 11,599 7,972
5 34,115 20,258
5 11,629 18,154
5 5,000 -
35 17,761 21,726
5 (596) (128)
5 (10,951) (7,463)
5 (31,057) (15,661)
5 (60,611) (48,308)
922,055 706,947

(593,139) 981,181

405,227 193,359

(99,090) 76,029

78,859 (125,007)

(17,750) (39,058)

(90,634) (340,980)

98,163 22,333

508,221 418,305

(19,452) (15,009)

1,192,460 1,878,100

10,951 7,463

31,057 15,661

24,735 18,857

(6,945) (17,460)

(248,942) (101,880)

1,003,316 1,800,741
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2006 2005
Notes HK$°000 HK$°000
(Restated)
CASH FLOWS FROM INVESTING ACTIVITIES
Dividends from associates 41,161 -
Bank interest received 4 35,876 29,451
Investment in an associate (4,724) (227,962)
Repayment from/(to) associates (157,891) 102,106
Purchases of items of property, plant and
equipment 13 (684,719) (529,528)
Purchases of investment properties 14 (19,881) (274,485)
Additions to prepaid land premiums 15 (72,104) (48,570)
Additions to properties under development 16 (390,245) (606,903)
Proceeds from disposal of items of property,
plant and equipment 117,653 40,743
Proceeds from disposal of prepaid land premiums 68,188 6,901
Purchases of additional interests in subsidiaries 40(a) (135,349) (17,549)
Purchases of additional interests in associates 40(b) (6,751) —
Disposal of a subsidiary 40(c) (11,622) —
Purchases of available-for-sale investments - (2,624)
Proceeds from disposal of an available-for-sale
investment 1,893 -
Decrease/(increase) in pledged time deposits (5,014) 173,524
Net cash outflow from investing activities (1,223,529) (1,354,896)
CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid (195,063) (151,772)
Dividend paid (31,816) (31,816)

Proceeds from exercise of warrants 205 33,000

Repayment of short term bank loans and other loan (582,567) (1,319,294)
Decrease in trust receipt loans (534,965) (130,410)
New short term bank loans and other loan 860,732 771,687
New long term bank loans 538,117 534,879
Additions to minority interests in investments in

subsidiaries 9,884 31,551
Repayment to minority interests (747) (2,557)
Net cash inflow/(outflow) from financing activities 63,780 (264,732)
NET INCREASE/(DECREASE) IN CASH AND

CASH EQUIVALENTS (156,433) 181,113
Cash and cash equivalents at beginning of year 1,291,148 1,107,824
Effect of foreign exchange rate changes, net 11,284 2,211
CASH AND CASH EQUIVALENTS AT END

OF YEAR 1,145,999 1,291,148
ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS
Cash and bank balances 30 1,121,078 1,052,191
Non-pledged time deposits with original maturity

of less than three months when acquired 30 262,198 248,194
Bank overdrafts 34 (237,277) (9,237)

1,145,999 1,291,148
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Balance Sheet
31 December 2006

Notes

NON-CURRENT ASSETS
Property, plant and equipment 13
Investment properties 14
Interests in subsidiaries 19
Available-for-sale investments 21
Total non-current assets
CURRENT ASSETS
Prepayments, deposits and sundry receivables 28
Cash and cash equivalents 30
Total current assets
CURRENT LIABILITIES
Sundry payables and accruals 32
Interest-bearing bank borrowings and other non

interest-bearing borrowing 34
Tax payable
Total current liabilities
NET CURRENT ASSETS/(LIABILITIES)
TOTAL ASSETS LESS CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 34
Net assets
EQUITY
Issued capital 37
Reserves 39(b)
Proposed final dividend 11

Total equity
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2006 2005
HKS$’000 HKS$’000
10,936 12,799
1,968 2,030
5,200,024 4,657,815
1,820 1,820
5,214,748 4,674,464
3,744 2,421
122,024 39,801
125,768 42,222
7,233 1,158
176,931 27,143
776 1,604
184,940 29,905
(59,172) 12,317
5,155,576 4,686,781
735,068 234,592
4,420,508 4,452,189
1,060,588 1,060,520
3,328,102 3,359,853
31,818 31,816
4,420,508 4,452,189
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Notes to Financial Statements
31 December 2006

1. CORPORATE INFORMATION

Lei Shing Hong Limited is a limited liability company incorporated in Hong Kong. The registered office of
the Company is located at 8th Floor, New World Tower I, 18 Queen’s Road Central, Hong Kong.

During the year, the Group was involved in the following principal activities:

. trading of motor vehicles and spare parts and provision of after-sales services
. trading of heavy equipment and provision of product support services

. property development and investment

. general trading

. securities broking and trading

. money lending

2.1 BASIS OF PREPARATION

The financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which also include Hong Kong Accounting Standards (“HKASs”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants, accounting principles generally accepted in Hong Kong and the
Hong Kong Companies Ordinance. They have been prepared under the historical cost convention, except for certain
investment properties which have been measured at the carrying amount as at 1 January 2005 as their deemed cost
and available-for-sale financial assets and equity investments at fair value through profit or loss, which have been
measured at fair value. These financial statements are presented in Hong Kong dollars (“HK$”) and all values are
rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries for the year ended 31 December 2006. Adjustments are made to bring into line any dissimilar
accounting policies that may exist. The results of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue to be consolidated until the date that such
control ceases. All significant intercompany transactions and balances within the Group are eliminated on
consolidation.

Minority interests represent the interests of outside shareholders not held by the Group in the results and
net assets of the Company’s subsidiaries. Acquisitions of minority interests are accounted for using the parent
entity extension method whereby the difference between the consideration and the book value of the share of
the net assets acquired is recognised as goodwill.

— 56 —



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

2.2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

The Group has adopted the following new and revised HKFRSs for the first time for the current year’s financial
statements.

HKAS 21 Amendment Net Investment in a Foreign Operation

HKAS 27 Amendment Consolidated and Separate Financial Statements: Amendments as a

consequence of the Companies (Amendment) Ordinance 2005
HKAS 39 & HKFRS 4 Financial Guarantee Contracts
Amendments
HKAS 39 Amendment The Fair Value Option
HK(IFRIC)-Int 4 Determining whether an Arrangement contains a Lease

The principal changes in accounting policies are as follows:
(a) HKAS 21 The Effects of Changes in Foreign Exchange Rates

Upon the adoption of the HKAS 21 Amendment regarding a net investment in a foreign operation, all
exchange differences arising from a monetary item that forms part of the Group’s net investment in a foreign
operation are recognised in a separate component of equity in the consolidated financial statements irrespective
of the currency in which the monetary item is denominated. This change has had no material impact on these
financial statements as at 31 December 2006 or 31 December 2005.

(b) HKAS 27 Consolidated and Separate Financial Statements

The adoption of the revised HKAS 27 has resulted in a change in accounting policy relating to the
definition of a subsidiary for the purpose of the consolidated financial statements as described in note 2.4
“Summary of significant accounting policies” below.

In prior years, the Group had equity investments in companies registered in the PRC (the “PRC
companies”), where control was 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 could only be regarded as the Company’s subsidiaries when they also met the
definition of subsidiaries under the then Hong Kong Companies Ordinance which defined an entity to be a
subsidiary of another company if that company controls more than half of an entity’s voting power, controls
the board of directors of the entity or holds more than half of the entity’s issued share capital. The Group’s
equity investments in the PRC companies had therefore been recorded as available-for-sale investments, which
were stated at cost less any impairment losses.
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Upon the adoption of the Companies (Amendment) Ordinance 2005, the PRC companies meet the
definition of subsidiaries under both HKAS 27 and the Companies (Amendment) Ordinance 2005 and
consolidation of the PRC companies is required. In accordance with the revised HKAS 27, comparative

amounts have been restated. The effects of the above change are summarised below.

2006 2005

HK$°000 HK3$°000

Consolidated income statement for the year ended
31 December
Increase in revenue 8,701,525 1,224,271
Increase in cost of sales and services (8,010,568) (922,950)
Decrease in other income and gains (105,933) (65,359)
Increase in selling and distribution costs (78,891) (34,334)
Increase in administrative expenses (119,859) (67,909)
Increase in other operating expenses (44,104) (37,772)
Increase in finance costs (9,387) (3,605)
Increase/(decrease) in share of profits and losses
of associates 30,918 (895)

Increase in tax (93,715) (42,711)
Total increase in profit 269,986 48,736

HK25.46
Increase in basic earnings per share cents HK4.61 cents

HK25.33
Increase in diluted earnings per share cents HK4.58 cents
Consolidated balance sheet and equity at 1 January
Increase in property, plant and equipment 82,103 17,459
Decrease in investment properties (35,831) -
Increase in properties under development 146,952 114,918
Increase in interests in associates 1,747 2,594
Decrease in available-for-sale investments (248,826) (202,128)
Increase in inventories 1,130,533 50,453
Decrease in trade receivables (1,198,288) (74,844)
Decrease in loans and receivables (85,511) -
Increase in prepayments, deposits and sundry receivables 187,356 52,751
Increase in cash and cash equivalents 350,287 164,979

330,522 126,182
Increase in trade and bills payables 23,659 25,714
Increase in sundry payables and accruals 155,557 65,488
Increase in interest-bearing bank borrowings 43,236 5,660
Increase in tax payable 21,087 45
Increase in reserve funds 993 -
Increase/(decrease) in the exchange fluctuation reserve 3,351 (582)
Increase/(decrease) in retained profits 31,558 (1,780)
Increase in minority interests 51,081 31,637
330,522 126,182
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Consolidated balance sheet and equity at 31 December
Increase in property, plant and equipment

Decrease in investment properties

Increase in properties under development

Increase in interests in associates

Decrease in available-for-sale investments

Increase in inventories

Decrease in trade receivables

Decrease in loans and receivables

Increase in prepayments, deposits and sundry receivables
Increase in cash and cash equivalents

Increase in trade and bills payables

Increase in sundry payables and accruals
Increase in interest-bearing bank borrowings
Increase in tax payable

Increase in reserve funds

Increase in the exchange fluctuation reserve
Increase in retained profits

Increase in minority interests

Condensed consolidated cash flow statement for the year ended
31 December 2006

Increase in net cash inflow from operating activities

Increase in net cash outflow from investing activities

Increase in net cash inflow from financing activities

Net decrease in cash and cash equivalents
Increase in cash and cash equivalents at beginning of year
Increase in effect of foreign exchange rate changes, net

Increase in cash and cash equivalents at end of year

Condensed consolidated cash flow statement for the year ended
31 December 2005

Increase in net cash inflow from operating activities

Increase in net cash outflow from investing activities

Decrease in net cash outflow from financing activities

Net increase in cash and cash equivalents
Increase in cash and cash equivalents at beginning of year
Increase in effect of foreign exchange rate changes, net

Increase in cash and cash equivalents at end of year
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2006 2005
HKS$'000 HKS$'000
176,122 82,103
(35,114) (35,831)
397,300 146,952
32,738 1,747
(248,826) (248,826)
1,163,288 1,130,533
(31,826) (1,198,288)
(232,670) (85,511)
222,101 187,356
305,718 350,287
1,748,831 330,522
857,596 23,659
206,125 155,557
287,926 43,236
40,467 21,087
10,825 993
16,808 3,351
247,109 31,558
81,975 51,081
1,748,831 330,522
2006

HKS$'000

70,311
(362,515)

243,096
(49,108)

350,287

4,539

305,718

2005
HKS$°000

163,995
(19,112)
39,487

184,370
164,979
938

350,287
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(¢) HKAS 39 Financial Instruments: Recognition and Measurement
(i) Amendment for financial guarantee contracts

This amendment has revised the scope of HKAS 39 to require financial guarantee contracts issued
that are not considered insurance contracts, to be recognised initially at fair value and to be remeasured
at the higher of the amount determined in accordance with HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets and the amount initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS 18 Revenue. The adoption of this amendment has had
no material impact on these financial statements.

(ii)  Amendment for the fair value option

This amendment has changed the definition of a financial instrument classified as fair value
through profit or loss and has restricted the use of the option to designate any financial asset or any
financial liability to be measured at fair value through the income statement. The Group had not
previously used this option, and hence the amendment has had no effect on the financial statements.

(d) HKJFRIC)-Int 4 Determining whether an Arrangement contains a Lease
The Group has adopted this interpretation as of 1 January 2006, which provides guidance in determining
whether arrangements contain a lease to which lease accounting must be applied. This interpretation has had

no material impact on these financial statements.

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet
effective, in these financial statements.

HKAS 1 Amendment Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HKFRS 8 Operating Segments

HK(IFRIC)-Int 7 Applying the Restatement Approach under HKAS 29 Financial Reporting
in Hyperinflationary Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share Transactions

HK(IFRIC)-Int 12 Service Concession Arrangements

The HKAS 1 Amendment shall be applied for annual periods beginning on or after 1 January 2007. The revised
standard 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 shall be applied for annual periods beginning on or after 1 January 2007. The standard requires
disclosures that enable users of the financial statements to evaluate the significance of the Group’s financial
instruments and the nature and extent of risks arising from those financial instruments.

HKFRS 8 shall be applied for annual periods beginning on or after 1 January 2009. The standard requires the
disclosure of information about the operating segments of the Group, the products and services provided by the
segments, the geographical areas in which the Group operates, and revenues from the Group’s major customers. The
standard will supersede HKAS 14 Segment Reporting.

HK(IFRIC)-Int 7, HK(IFRIC)-Int 8, HK(IFRIC)-Int 9, HK(IFRIC)-Int 10, HK(IFRIC)-Int 11 and HK(IFRIC)-

Int 12 shall be applied for annual periods beginning on or after 1 March 2006, 1 May 2006, 1 June 2006, 1 November
2006, 1 March 2007 and 1 January 2008, respectively.

— 60 —



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

The Group is in the process of making an assessment of the impact of these new and revised HKFRSs upon

initial application. So far, it has concluded that while the adoption of the HKAS 1 Amendment, HKFRS 7 and HKFRS
8 may result in new or amended disclosures, these new and revised HKFRSs are unlikely to have a significant impact
on the Group’s results of operations and financial position.

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidiaries

A subsidiary is an entity in which the Company, directly or indirectly, controls more than half of its
voting power or issued share capital or controls the composition of its board of directors; or over which the
Company has a contractual right to exercise a dominant influence with respect to that entity’s financial and
operating policies.

The results of subsidiaries are included in the Company’s income statement to the extent of dividends
received and receivable. The Company’s interests in subsidiaries are stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture operates as a separate entity in which the Group and the
other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint
venture parties, the duration of the joint venture entity and the basis on which the assets are to be realised upon
its dissolution. The profits and losses from the joint venture’s operations and any distributions of surplus assets
are shared by the venturers, either in proportion to their respective capital contributions, or in accordance with
the terms of the joint venture agreement.

A joint venture is treated as:

(a)  a subsidiary, if the Group, directly or indirectly, controls more than half of its voting power or
issued share capital or controls the composition of its board of directors; or over which the
Company has a contractual right to exercise a dominant influence with respect to the joint
venture’s financial and operating policies;

(b)  a jointly-controlled entity, if the Group does not have unilateral control, but has joint control,
directly or indirectly, over the joint venture;

(¢) an associate, if the Group does not have unilateral or joint control, but holds, directly or
indirectly, generally not less than 20% of the joint venture’s registered capital and is in a position
to exercise significant influence over the joint venture; or

(d)  an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly or
indirectly, less than 20% of the joint venture’s registered capital and has neither joint control of,
nor is in a position to exercise significant influence over, the joint venture.

Associates

An associate is an entity, not being a subsidiary or a jointly-controlled entity, in which the Group has
a long term interest of generally not less than 20% of the equity voting rights and over which it is in a position
to exercise significant influence.

The Group’s share of the post-acquisition results and reserves of associates is included in the
consolidated income statement and consolidated reserves, respectively. The Group’s interests in associates are
stated in the consolidated balance sheet at the Group’s share of net assets under the equity method of
accounting, less any impairment losses. Goodwill arising from the acquisition of associates, which was not
previously eliminated against the consolidated reserves at the time of acquisition, is included as part of the
Group’s interests in associates.
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Goodwill

Goodwill arising on the acquisition of subsidiaries and associates represents the excess of the cost of
the business combination over the Group’s interest in the net fair value of the acquirees’ identifiable assets
acquired, and liabilities and contingent liabilities assumed as at the date of acquisition.

Goodwill on acquisitions for which the agreement date is on or after 1 January 2005

Goodwill arising on acquisition is initially recognised in the consolidated balance sheet as an asset at
cost and is subsequently measured at cost less any accumulated impairment losses. In the case of associates,
goodwill is included in the carrying amount thereof, rather than as a separately identified asset on the
consolidated balance sheet.

The carrying amount of goodwill is reviewed for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-generating units, that
are expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities
of the Group are assigned to those units or groups of units. Each unit or group of units to which the goodwill
is so allocated:

. represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

. is not larger than a segment based on either the Group’s primary or the Group’s secondary
reporting format determined in accordance with HKAS 14 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of
cash-generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying amount, an impairment loss is recognised.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill associated with the operation disposed of is included
in the carrying amount of the operation when determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured based on the relative values of the operation disposed
of and the portion of the cash-generating unit retained.

An impairment loss recognised for goodwill is not reversed in a subsequent period.

Goodwill previously eliminated against consolidated reserves

Prior to the adoption of the HKICPA’s Statement of Standard Accounting Practice 30 “Business
Combinations” (“SSAP 30”) in 2001, goodwill arising on acquisition was eliminated against consolidated
reserves in the year of acquisition. On the adoption of HKFRS 3, such goodwill remains eliminated against
consolidated reserves and is not recognised in the income statement when all or part of the business to which
the goodwill relates is disposed of or when a cash-generating unit to which the goodwill relates becomes
impaired.

Excess over the cost of business combinations

Any excess of the Group’s interest in the net fair value of the acquirees’ identifiable assets, liabilities
and contingent liabilities over the cost of the acquisition of subsidiaries (previously referred to as negative
goodwill), after reassessment, is recognised immediately in the income statement.

— 62 —



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

Impairment of non-financial assets other than goodwill

Where an indication of impairment exists, or when annual impairment testing for an asset is required
(other than inventories, deferred tax assets, financial assets and goodwill), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is calculated as the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs to sell, and is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups of assets, in which
case, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the income statement in the period in which it arises.

An assessment is made at each reporting date as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset other than goodwill and
certain financial assets is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, however not to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation), had no impairment loss been recognised for the asset
in prior years. A reversal of such impairment loss is credited to the income statement in the period in which
it arises.

Related parties

A party is considered to be related to the Group if:

(a)  the party, directly or indirectly through one or more intermediaries, (i) controls, is controlled by,
or is under common control with, the Group; (ii) has an interest in the Group that gives it
significant influence over the Group; or (iii) has joint control over the Group;

(b)  the party is an associate;

(c)  the party is a member of the key management personnel of the Group;

(d)  the party is a close member of the family of any individual referred to in (a) or (c);

(e) 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 (c) or (d); or

(f)  the party is a post-employment benefit plan for the benefit of the employees of the Group, or of
any entity that is a related party of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any 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. Expenditure incurred after items of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally charged to the income statement in the period in which
it is incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in an increase
in the future economic benefits expected to be obtained from the use of an item of property, plant and
equipment, and where the cost of the item can be measured reliably, the expenditure is capitalised as an
additional cost of that asset or as a replacement.
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Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant
and equipment to its residual value over its estimated useful life. The principal annual rates used for this
purpose are as follows:

Construction in progress Nil

Freehold land Nil

Freehold building 1.6% — 3.3%

Long term leasehold land and buildings Over the terms of the individual leases

Medium term leasehold land and buildings Over the terms of the individual leases

Leasehold improvements Over the terms of the individual leases or 5 years,
whichever is shorter

Furniture, fixtures and equipment 20% — 33.3%

Motor vehicles 20%

Vessel 10%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item
is allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at
each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss on disposal or retirement recognised in the
income statement in the year the asset is derecognised is the difference between the net sales proceeds and the
carrying amount of the relevant asset.

Construction in progress represents buildings and offices under construction, which is stated at cost less
any impairment losses, and is not depreciated. Cost comprises the direct costs of construction and other related
expenses incurred during the period of construction. Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed and ready for use.

Properties under development

Properties under development include the cost of land, construction, financing and other related
expenses less any impairment losses.

Development properties where construction either has not yet commenced, or has been deferred, are
included as land held for development and are stated at cost less any impairment losses.

Properties under development held for sale in respect of which occupancy permits are expected to be
granted within one year from the balance sheet date are included as properties held for sale in current assets
at the lower of cost and net realisable value. Cost includes all development expenditure, applicable borrowing
costs and other direct costs attributable to such properties. Net realisable value is determined by reference to
prevailing market prices on an individual property basis.

Properties held for sale

Properties held for sale, including properties under development which have been pre-sold, are stated
at the lower of cost and net realisable value. Cost is determined by an apportionment of the total land and
buildings costs, including the cost of land, construction, financing and other related expenses less any
impairment losses. Net realisable value is determined by reference to prevailing market prices on an individual
property basis.

Investment properties

Investment properties are interests in land and buildings held to earn rental income and/or for capital
appreciation, rather than for use in the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such properties are measured initially at cost,
including transaction costs. Subsequent to initial recognition, investment properties are stated at cost less
accumulated depreciation and any impairment losses.
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Depreciation is calculated on the straight-line basis to write off the cost of each investment property to
its residual value over its estimated useful life. The principal annual rate used for this purpose is over the terms
of the individual leases.

Any gains or losses on the retirement or disposal of an investment property are recognised in the income
statement in the year of the retirement or disposal.

Transfers between investment properties and owner-occupied properties do not change the carrying
amount or the cost of the properties transferred.

Intangible asset (other than goodwill)
Trading right

Trading right, representing the eligibility right to trade on or through The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) with an indefinite useful life, is tested for impairment annually either
individually or at the cash-generating unit level. Such intangible asset is not amortised. The useful life of an
intangible asset with an indefinite life is reviewed annually to determine whether indefinite life assessment
continues to be supportable. If not, the change in the useful life assessment from indefinite to finite is
accounted for on a prospective basis.

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the lessee are
accounted for as finance leases. Where the Group is the lessor, assets leased out by the Group under finance
leases are derecognised at the inception of the finance leases. Finance lease income is recognised in the income
statement progressively using the applicable effective interest rates over the lease terms so as to provide a
constant periodic rate of return on the net investment.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is the lessor, assets leased out by the Group under
operating leases are included in non-current assets, and rentals receivable under the operating leases are
credited to the income statement on the straight-line basis over the lease terms. Where the Group is the lessee,
rentals payable under the operating leases are charged to the income statement on the straight-line basis over
the lease terms.

Prepaid land premiums under operating leases are initially stated at cost and subsequently recognised
on the straight-line basis over the lease terms. When the lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease payments are included in the cost of the land and buildings
as a finance lease in property, plant and equipment or investment properties.

Investments and other financial assets

Financial assets in the scope of HKAS 39 are classified as financial assets at fair value through profit
or loss, loans and receivables and available-for-sale financial assets, as appropriate. When financial assets are
recognised initially, they are measured at fair value, plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs. The Group considers whether a contract contains an
embedded derivative when the Group first becomes a party to it. The embedded derivatives are separated from
the host contract which is not measured at fair value through profit or loss when the analysis shows that the
economic characteristics and risks of embedded derivatives are not closely related to those of the host contract.

The Group determines the classification of its financial assets after initial recognition and, where
allowed and appropriate, re-evaluates this designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the period generally established by regulation or
convention in the marketplace.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include financial assets held for trading. Financial

assets are classified as held for trading if they are acquired for the purpose of sale in the near term. Gains or
losses on investments held for trading are recognised in the income statement.
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are subsequently carried at amortised cost using the effective
interest method. Amortised cost is calculated taking into account any discount or premium on acquisition and
includes fees that are an integral part of the effective interest rate and transaction costs. Gains and losses are
recognised in the income statement when the loans and receivables are derecognised or impaired, as well as
through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets in unlisted equity securities and
club membership debentures that are designated as available-for-sale or are not classified in any of the other
two categories. After initial recognition, available-for-sale financial assets are measured at fair value, with
gains or losses being recognised as a separate component of equity until the investment is derecognised or until
the investment is determined to be impaired, at which time the cumulative gain or loss previously reported in
equity is included in the income statement.

When the fair value of unlisted equity securities cannot be reliably measured because (a) the variability
in the range of reasonable fair value estimates is significant for that investment or (b) the probabilities of the
various estimates within the range cannot be reasonably assessed and used in estimating fair value, such
securities are stated at cost less any impairment losses.

Fair value

The fair value of investments that are actively traded in organised financial markets is determined by
reference to quoted market bid prices at the close of business on the balance sheet date.

Impairment of financial assets

The Group assesses at each balance sheet date whether there is any objective evidence that a financial
asset or group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortised cost
has been incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (i.c., the effective interest rate computed at
initial recognition). The carrying amount of the asset is reduced either directly or through the use of an
allowance account. The amount of the impairment loss is recognised in the income statement.

The Group first assesses whether objective evidence of impairment exists individually for financial
assets that are individually significant, and individually or collectively for financial assets that are not
individually significant. If it is determined that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, the asset is included in a group of financial assets with
similar credit risk characteristics and that group is collectively assessed for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognised are not
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised impairment
loss is reversed. Any subsequent reversal of an impairment loss is recognised in the income statement, to the
extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.

In relation to trade receivables, a provision for impairment is made when there is objective evidence
(such as the probability of insolvency or significant financial difficulties of the debtor) that the Group will not
be able to collect all of the amounts due under the original terms of an invoice. The carrying amount of the
receivables is reduced through the use of an allowance account. Impaired debts are derecognised when they
are assessed as uncollectible.

— 66 —



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

Assets carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity
instrument that is not carried at fair value because its fair value cannot be reliably measured, the amount of
the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the current market rate of return for a similar financial asset. Impairment losses
on these assets are not reversed.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortisation) and its current fair value, less any impairment loss previously
recognised in the income statement, is transferred from equity to the income statement. Impairment losses on
equity instruments classified as available-for-sale are not reversed through the income statement.

Impairment losses on debt instruments are reversed through the income statement, if the increase in fair
value of the instrument can be objectively related to an event, occurring after the impairment loss was
recognised in the income statement.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognised where:

. the rights to receive cash flows from the asset have expired;

. the Group retains the rights to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a “pass-through” arrangement;
or

. the Group has transferred its rights to receive cash flows from the asset and either (a) has

transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred
nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration that the Group could be required to repay.

Financial liabilities at amortised cost (including interest-bearing loans and borrowings)

Financial liabilities including trade and other payables and interest-bearing loans and borrowings are
initially stated at fair value less directly attributable transaction costs and are subsequently measured at
amortised cost, using the effective interest method unless the effect of discounting would be immaterial, in
which case they are stated at cost.

Gains and losses are recognised in the income statement when the liabilities are derecognised as well
as through the amortisation process.

Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are accounted for as financial liabilities. A
financial guarantee contract is recognised initially at its fair value plus transaction costs that are directly
attributable to the acquisition or issue of the financial guarantee contract, except when such contract is
recognised at fair value through profit or loss. Subsequent to initial recognition, the Group measures the
financial guarantee contract at the higher of: (i) the amount determined in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent Assets; and (ii) the amount initially recognised less, when
appropriate, cumulative amortisation recognised in accordance with HKAS 18 Revenue.
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Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability, and the
difference between the respective carrying amounts is recognised in the income statement.

Derivative financial instruments and hedging

The Group uses derivative financial instruments such as cross currency interest rate swaps to hedge its
risks associated with interest rate and foreign currency fluctuations. Such derivative financial instruments are
initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently
remeasured at fair value. Derivatives are carried as assets when the fair value is positive and as liabilities when
the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives that do not qualify for hedge
accounting are taken directly to the income statement.

The fair value of cross currency interest rate swap contracts is determined by reference to the present
value of estimated future cash flows.

For the purpose of hedge accounting, hedges are classified as fair value hedges when hedging the
exposure to changes in the fair value of a recognised asset or liability or an unrecognised firm commitment
(except for foreign currency risk).

At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting, the risk management objective and its
strategy for undertaking the hedge. The documentation includes identification of the hedging instrument, the
hedged item or transaction, the nature of the risk being hedged and how the Group will assess the hedging
instrument’s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes
in fair value or cash flows and are assessed on an ongoing basis to determine that they actually have been
highly effective throughout the financial reporting periods for which they were designated. Hedges which meet
the strict criteria for hedge accounting are accounted for as follows:

Fair value hedges

The change in the fair value of a hedging derivative is recognised in the income statement. The change
in the fair value of the hedged item attributable to the risk hedged is recorded as a part of the carrying amount
of the hedged item and is also recognised in the income statement.

For fair value hedges relating to items carried at amortised cost, the adjustment to carrying value is
amortised through the income statement over the remaining term to maturity. Any adjustment to the carrying
amount of a hedged financial instrument for which the effective interest method is used is amortised to the
income statement.

Amortisation may begin as soon as an adjustment exists and shall begin no later than when the hedged
item ceases to be adjusted for changes in its fair value attributable to the risk being hedged. If the hedged item
is derecognised, the unamortised fair value is recognised immediately in the income statement.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of motor vehicles and
machines and engines is determined on the unit cost basis. The cost of all other inventories is determined on
the weighted average basis. Cost includes all costs of purchase and other costs incurred in bringing the
inventories to their present location and condition. Net realisable value is based on estimated selling prices less
any estimated costs to be incurred to completion and disposal.
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Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid investments which are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management.

For the purpose of the balance sheets, cash and cash equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value
at the balance sheet date of the future expenditures expected to be required to settle the obligation. The increase
in the discounted present value amount arising from the passage of time is included in finance costs in the
income statement.

Provision for product warranties granted by the Group to its customers on certain of its motor vehicles
is based on sales volumes and past experience of the level of repairs.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in the income statement, or in
equity if it relates to items that are recognised in the same or a different period directly in equity.

Current tax assets and liabilities for the current and prior years are measured at the amount expected to
be recovered from or paid to the taxation authorities.

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 for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

. where the deferred tax liability arises from goodwill or the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries and
associates, except where the timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carryforward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences, and the carryforward of unused tax credits and unused tax losses can be
utilised except:

. where the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences associated with investments in subsidiaries and
associates, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Conversely, previously unrecognised deferred tax assets are reassessed at each
balance sheet date and are recognised to the extent that it is probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised 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 and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the
same taxation authority.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following bases:

(a)  from the sale of goods when the significant risks and rewards of ownership have been transferred
to the buyer, provided that the Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over the goods, properties or listed
investments sold;

(b)  from the rendering of repair services, based on the stage of completion of the transaction,
provided that the costs incurred as well as the estimated costs to completion can be measured
reliably. The stage of completion of a transaction associated with the rendering of services is
established by reference to the costs incurred to date as compared to the total costs to be incurred
under the transaction;

(c) interest income, on an accrual basis using the effective interest method by applying the rate that
discounts the estimated future cash receipts through the expected life of the financial instrument

to the net carrying amount of the financial asset;

(d)  currency options premiums, on the transaction date when the relevant currency options contract
is entered into;

(e)  dividend income, when the shareholders’ right to receive payment has been established;

(f) from the trading of foreign exchange, on the transaction date when the foreign exchange position
is closed out;

(g) commission and brokerage income from securities dealing, on a trade date basis;

(h)  from the rendering of insurance brokerage services, when the related insurance premiums become
payable;

(1) rental income, on a time proportion basis over the lease terms; and

J) from the rendering of trade finance services income, when the services have been rendered.
Employee benefits
Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a calendar
year basis. Under certain circumstances, such leave which remains untaken as at the balance sheet date is
permitted to be carried forward and utilised by the respective employees in the following year. An accrual is

made at the balance sheet date for the expected future cost of such paid leave earned during the year by the
employees and carried forward.
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Retirement benefits schemes

The Group operates an occupational retirement scheme registered under the Occupational Retirement
Schemes Ordinance (Cap. 426). This scheme has been granted exemption pursuant to Section 5 of the
Mandatory Provident Fund Schemes Ordinance. Contributions are made based on a percentage of the
employees’ basic salaries. When an employee leaves the scheme, unvested benefits will be used to reduce the
ongoing employer’s contributions.

The Group also operates a defined contribution Mandatory Provident Fund retirement benefits scheme
(the “MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. The Group’s employer contributions based on 5% of the employees’
relevant income will vest fully with the employees upon retirement.

Contributions to these schemes are charged to the income statement as they become payable in
accordance with the rules of the schemes. The assets of the schemes are held separately from those of the
Group and managed by independent professional fund managers.

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate
in a central pension scheme operated by the respective local municipal governments. These subsidiaries are
required to contribute a specific percentage of their payroll costs to the central pension scheme. The
contributions are charged to the income statement as they become payable in accordance with the rules of the
central pension scheme.

Share-based payment transactions

The Company operates a share option scheme for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group’s operations. Employees (including directors)
of the Group receive remuneration in the form of share-based payment transactions, whereby employees render
services as consideration for equity instruments (“equity-settled transactions”). The cost of equity-settled
transactions with employees is measured by reference to the fair value at the date at which they are granted.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions are fulfilled, ending on the date on which
the relevant employees become fully entitled to the award (the “vesting date”). The cumulative expense
recognised for equity-settled transactions at each balance sheet date until the vesting date reflects the extent
to which the vesting period has expired and the Group’s best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to the income statement for a period represents the movement in the
cumulative expense recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is
conditional upon a market condition, which are treated as vesting irrespective of whether or not the market
condition is satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if
the terms had not been modified. In addition, an expense is recognised for any modification, which increases
the total fair value of the share-based payment arrangement, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation,
and any expense not yet recognised for the award is recognised immediately. However, if a new award is
substituted for the cancelled award, and is designated as a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award, as described in the
previous paragraph.

The Group has adopted the transitional provisions of HKFRS 2 in respect of equity-settled awards and

has applied HKFRS 2 only to equity-settled awards granted after 7 November 2002 that had not vested by 1
January 2005 and to those granted on or after 1 January 2005.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
i.e., assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. Investment income earned on the temporary investment
of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs
capitalised.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits within
the equity section in the balance sheet, until they have been approved by the shareholders in the annual general
meeting. When these dividends have been declared and approved by the shareholders, they are recognised as
a liability.

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the Company’s functional and
presentation currency. Each entity in the Group determines its own functional currency and items included in
the financial statements of each entity are measured using that functional currency. Foreign currency
transactions are initially recorded using the functional currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
rates of exchange ruling at the balance sheet date. All differences are taken to the income statement.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.

The functional currencies of certain overseas subsidiaries and associates are currencies other than the
Hong Kong dollar. As at the balance sheet date, the assets and liabilities of these entities are translated into
the presentation currency of the Company at exchange rates ruling at the balance sheet date, and their income
statements are translated into Hong Kong dollars at the weighted average exchange rates for the year. The
resulting exchange differences are included in the exchange fluctuation reserve. On disposal of a foreign entity,
the deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised
in the income statement.

For the purpose of the consolidated cash flow statement, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the year.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

Judgements

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the amounts
recognised in the financial statements:
Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its investment property portfolio. The Group
has determined that it retains all the significant risks and rewards of ownership of these properties which are
leased out on operating leases.
Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has developed criteria
in making that judgement. Investment property is a property held to earn rentals or for capital appreciation or

both. Therefore, the Group considers whether a property generates cash flows largely independently of the
other assets held by the Group.
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Some properties comprise a portion that is held to earn rentals or for capital appreciation and another
portion that is held for use in the production or supply of goods or services or for administrative purposes. If
these portions could be sold separately (or leased out separately under a finance lease), the Group accounts for
the portions separately. If the portions could not be sold separately, the property is an investment property only
if an insignificant portion is held for use in the production or supply of goods or services or for administrative
purposes.

Judgement is made on an individual property basis to determine whether ancillary services are so
significant that a property does not qualify as an investment property.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the value in use of the cash-generating units to which the goodwill is allocated. Estimating the
value in use requires the Group to make an estimate of the expected future cash flows from the cash-generating
unit and also to choose a suitable discount rate in order to calculate the present value of those cash flows. The
carrying amount of goodwill on acquisitions of subsidiaries and an associate at 31 December 2006 was
HK$702,654,000 (2005: HK$676,466,000) and HK$229,689,000 (2005: HK$229,689,000), respectively. More
details are given in notes 17 and 20 to the financial statements.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilised. Significant management judgement is required
to determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level
of future taxable profits together with future tax planning strategies. The carrying value of deferred tax assets
relating to recognised tax losses at 31 December 2006 was HK$12,678,000 (2005: HK$11,132,000). The
amounts of unrecognised tax losses arising in Hong Kong and Mainland China at 31 December 2006 was
HK$80,703,000 (2005: HK$49,434,000) and HK$42,129,000 (2005: HK$52,089,000), respectively. Further
details are contained in note 36 to the financial statements.
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4. REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold and repair
services rendered; the gross proceeds on the sale of properties; interest income earned from time deposits, term loans,
margin loans and credit linked notes; premiums received from currency options; dividend income from listed
investments; foreign exchange trading losses; net gains/(losses) on dealing in listed investments; commission and
brokerage income from securities dealing; and insurance brokerage income, but excludes intra-group transactions.

The Group’s revenue, other income and gains for the year arose from the following activities:

2006 2005
HK$°000 HK$°000
(Restated)

Revenue
Sale of goods 16,151,077 12,248,115
Rendering of repair services 847,066 586,889
Sale of properties 621,952 473,070
Interest income from:

Time deposits - 1,225

Term loans and margin loans 18,767 10,934

Credit linked notes 5,968 6,698
Premium received from currency options - 4,694
Dividend income from listed investments 10,951 7,463
Foreign exchange trading losses, net - (40,046)
Net gains/(losses) on dealing in listed investments 27,425 (4,496)
Commission and brokerage income from securities dealing 8,196 3,458
Insurance brokerage income 880 772

17,692,282 13,298,776

Other income and gains
Fair value gains on equity investments at fair value

through profit or loss, net 7,019 1,851
Gross rental income 43,457 23,971
Bank interest income 35,876 29,451
Trade finance services income 34,790 -
Other income 43,601 20,592

164,743 75,865
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5. PROFIT BEFORE TAX

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

2006 2005
Notes HK$°000 HK3$°000
(Restated)
Cost of inventories sold 15,248,128 11,313,223
Cost of services rendered 551,658 404,642
Depreciation of property, plant and equipment 13 131,475 96,488
Depreciation of investment properties 14 9,693 4,970
Recognition of prepaid land premiums 15 6,472 4,289
Release of goodwill upon sales of developed properties* 17 11,599 7,972
Minimum lease payments under operating leases for land
and buildings 52,549 63,798
Auditors’ remuneration 5,708 4,787
Employee benefits expense (including directors’
remuneration (note 7)):
Wages and salaries 461,735 354,870
Pension scheme contributions 21,103 18,035
Less: Forfeited contributions (1,006) (135)
Net pension scheme contributions** 20,097 17,900
481,832 372,770
Foreign exchange differences, net (54,876) 12,549
Impairment of trade receivables 11,629 18,154
Impairment of a short term receivable 5,000 -
Write-down of inventories to net realisable value 34,115 20,258
Direct operating expenses (including repairs and
maintenance) arising on rental-earning investment
properties 12,400 8,310
Provision for long service payments 35 7,804 10,415
Provision for product warranties 35 9,957 11,311
Fair value gains on equity investments at fair value
through profit or loss, net (7,019) (1,851)
Gain on disposal of items of property, plant and equipment (596) (128)
Dividend income from listed investments (10,951) (7,463)
Net rental income (31,057) (15,661)
Interest income (60,611) (48,308)
* Goodwill arising on acquisitions of subsidiaries whose principal activity is 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 consolidated income statement.

*x At 31 December 2005, the Group had forfeited contributions of HK$18,000 available to reduce its

contributions to the pension schemes in future years.
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6. FINANCE COSTS

Interest on borrowings wholly repayable within five years:

Bank loans
Trust receipt loans
Bank overdrafts

7. DIRECTORS’ REMUNERATION

Group
2006 2005
HK$°000 HK3$°000
(Restated)
132,774 104,922
53,696 43,638
8,593 3,212
195,063 151,772

Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and Section 161 of the Companies

Ordinance, is as follows:

Fees

Other emoluments:
Salaries, allowances and benefits in kind
Discretionary bonuses
Pension scheme contributions

(a) Independent non-executive directors

Group
2006 2005
HK$°000 HK$°000
810 650
10,003 11,454
3,714 2,396
693 784
14,410 14,634
15,220 15,284

The fees paid and payable to independent non-executive Directors during the year were as follows:

Fung Ka Pun
Hubert Meier
Alan Howard Smith, Jp

Group
2006 2005
HK$°000 HK$°000
150 120
150 120
120 120
420 360

There were no other emoluments payable to the independent non-executive Directors during the year

(2005: Nil).
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(b)

Executive Directors and non-executive Directors

2006

Executive Directors:
Gan Khian Seng
Yong Foo San, Jpr
Lim Mooi Ying,
Marianne

Volker Josef
Eckehard Harms
(resigned on 19
April 2006)

Poh Yeow Kim
Lawrence
(resigned on 19
April 2006)

Non-executive
Directors:

Victor Yang

Christopher Patrick
Langley, oBE

Lam Kwong Yu, sBs

Salaries,

allowances Pension
and benefits Discretionary scheme Total
Fees in kind bonuses contributions remuneration
HK$°000 HK3$000 HK$’000 HK3$’000 HK$’000
- 3,015 1,250 225 4,490
- 3,011 1,000 180 4,191
- 3,007 1,250 225 4,482
- 362 - 27 389
- 608 214 36 858
- 10,003 3,714 693 14,410
150 - - - 150
120 - - - 120
120 - - - 120
390 - - - 390
390 10,003 3,714 693 14,800
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2005

Executive Directors:

Gan Khian Seng

Yong Foo San, Jpr

Lim Mooi Ying,
Marianne

Volker Josef
Eckehard Harms

Poh Yeow Kim
Lawrence

Lam Kwong Yu, s8S
(re-designated as
non-executive
director on 4
August 2005)

Non-executive
Directors:

Victor Yang

Christopher Patrick
Langley, oBE

Lam Kwong Yu, sBs
(re-designated as
non-executive
Director on 4
August 2005)

Salaries,

allowances Pension
and benefits Discretionary scheme Total
Fees in kind bonuses contributions remuneration
HKS$’000 HKS$’000 HKS$’000 HK3$’000 HKS$’000
- 3,014 750 225 3,989
- 3,010 600 180 3,790
- 3,006 750 225 3,981
- 1,200 200 90 1,490
- 511 96 29 636
- 713 - 35 748
- 11,454 2,396 784 14,634
120 - - - 120
120 - - - 120
50 - - - 50
290 - - - 290
290 11,454 2,396 784 14,924

There was no arrangement under which a Director waived or agreed to waive any remuneration during

the year.
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8. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three (2005: three) executive Directors, details of
whose remuneration are set out in note 7 above. Details of the remuneration of the remaining two (2005: two)
non-director, highest paid employees for the year are as follows:

Group
2006 2005
HKS$’000 HK$’000
Salaries, allowances and benefits in kind 5,637 4,724
Discretionary bonuses 890 730
Pension scheme contributions 242 204
6,769 5,658

The number of non-director, highest paid employees whose remuneration fell within the following bands is as

follows:
Number of employees
2006 2005
HK$2,500,001 — HK$3,500,000 1 2
HK$3,500,001 — HK$4,500,000 1 -
2 2
9. 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 year. Taxes on profits assessable elsewhere have been calculated at the rates of tax
prevailing in the countries in which the Group operates, based on existing legislation, interpretations and practices
in respect thereof.

Group
2006 2005
Note HK$°000 HK3$°000
(Restated)
Group:
Income tax
Current — Hong Kong
Charge for the year 2,122 18,468
Overprovision in prior years (1,130) (4,918)
Current — Elsewhere
Charge for the year 259,207 101,295
Underprovision in prior years 1,521 -
Land appreciation tax
Charge for the year 20,581 70,035
Deferred 36 4,419 9,938
Total tax charge for the year 286,720 194,818
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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:

2006 2005

HK$°000 HK3$°000

(Restated)

Profit before tax 667,985 507,827
Tax charge at the Hong Kong statutory tax rate 116,897 88,870

Tax effect arising from lower or higher tax rates of overseas

subsidiaries and associates, ranging from 15% to 33% 98,215 54,698
Tax effect of non taxable income (5,855) (16,514)
Tax effect of non deductible expenses 54,381 33,322
Utilisation of tax losses (14,197) (8,312)
Tax losses not recognised 16,735 11,463
Adjustments in respect of current tax of previous years 391 (4,918)
Tax effect of profits and losses attributable to associates (17,752) (14,595)
Tax effect of temporary differences, net 24,116 3,881
Land appreciation tax 20,581 70,035
Tax effect of land appreciation tax (6,792) (23,112)
Tax charge at the Group’s effective rate 286,720 194,818

The share of tax attributable to associates amounting to HK$29,558,000 (2005 (restated): HK$23,879,000) is
included in “Share of profits and losses of associates” on the face of the consolidated income statement.

The land appreciation tax is levied on properties developed by the Group for sale, at progressive rates ranging
from 30% to 50% on the appreciation of land value, which under the applicable regulations is calculated based on
the proceeds of sale of properties less deductible expenditures, including lease charges of land use rights, borrowing
costs and all property development expenditures. The land appreciation tax of HKS$20,581,000 (2005:
HK$70,035,000) is charged to the consolidated income statement for the year.

10. PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

The consolidated profit attributable to equity holders of the parent for the year ended 31 December 2006
includes a loss of HK$70,000 (2005: profit of HK$17,508,000) which has been dealt with in the financial statements
of the Company (note 39(b)).

11. DIVIDEND

Company
2006 2005
HK$’000 HKS$°000
Proposed final — HK3 cents (2005: HK3 cents)
per ordinary share 31,818 31,816

The proposed final dividend for the year is subject to the approval of the Company’s Sharcholders at the
forthcoming annual general meeting.
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12.  EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per Share is based on the profit for the year attributable to ordinary equity
holders of the parent and the weighted average number of ordinary Shares in issue during the year.

The calculation of diluted earnings per Share is based on the profit for the year attributable to ordinary equity

holders of the parent. The weighted average number of ordinary Shares used in the calculation is the number of

ordinary Shares in issue during the year, as used in the basic earnings per Share calculation, and the weighted average
number of ordinary Shares assumed to have been issued at no consideration on the deemed exercise of all the dilutive

potential ordinary Shares into ordinary Shares.

The calculations of basic and diluted earnings per Share are based on:

Earnings

Profit attributable to ordinary equity holders of the parent, used in the
basic and diluted earnings per Share calculations

Shares

Weighted average number of ordinary Shares in issue during the year
used in basic earnings per Share calculation

Effect of dilution — Weighted average number of ordinary Shares:
Warrants

2006 2005
HKS$°000 HKS$000
(Restated)

315,215 285,879

Number of shares
2006 2005

1,060,559,323 1,057,596,486

5,512,496 7,259,401

1,066,071,819  1,064,855,887

As the subscription prices of the share options outstanding during the years ended 31 December 2006 and 2005

were higher than the respective average market prices of the Company’s Shares during these years, there was no

dilutive effect on the basic earnings per Share.
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13.  PROPERTY, PLANT AND EQUIPMENT

Group

31 December 2006

At 31 December 2005 and
at 1 January 2006:
Cost
Accumulated depreciation

Net carrying amount

At 1 January 2006, net of
accumulated depreciation

Additions

Disposals

Disposal of a subsidiary

Depreciation provided during
the year

Transfers to inventories

Transfers to investment
properties

Reclassification

Exchange realignment

At 31 December 2006, net of
accumulated depreciation

At 31 December 2006:
Cost
Accumulated depreciation

Net carrying amount

31 December 2005

At 1 January 2005:
Cost
Accumulated depreciation

Net carrying amount

Furniture,
Construction Leasehold fixtures
in Land and  improve- and Motor

progress  buildings ments equipment vehicles Vessel Total

Notes HK$'000  HK$’000  HKS$’000  HKS$'000  HK$'000  HKS$'000  HK$'000
(Restated) ~ (Restated)  (Restated)  (Restated)  (Restated) (Restated)

68,949 1,082,958 60,721 362,172 182,819 1,850 1,759,469
- (128,786) (24,741)  (154,871) (67,247) (1,557)  (377,202)

68,949 954,172 35,980 207,301 115,572 293 1,382,267

68,949 954,172 35,980 207,301 115,572 293 1,382,267

117,181 154,986 26,525 175,065 210,962 - 684,719
- (11,409) - (45,998) (59,650) - (117,057)
40(c) - - (557) (756) - - (1,313)
- (27,221) (10,569) (51,935) (41,565) (185)  (131,475)
- - - (28,297) - - (28,297)
14 - (186,010) - - - - (186,010)
(121,412) 121,412 - - - - -

2,649 59,552 1,225 10,634 6,210 - 80,270

67,367 1,065,482 52,604 266,014 231,529 108 1,683,104

67,367 1,205,780 88,576 402,647 315,044 1,850 2,081,264

- (140,298) (35972)  (136,633) (83,515) (1,742)  (398,160)

67,367 1,005,482 52,604 266,014 231,529 108 1,683,104

50,870 845,905 40,637 283,894 148,562 1,850 1,371,718

- (107,352) (18,152)  (134,779) (52,780) (1,372)  (314,435)

50,870 738,553 22,485 149,115 95,782 478 1,057,283
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At 1 January 2005, net of
accumulated depreciation

Additions
Disposals

Depreciation provided during

the year

Transfers to inventories and
properties held for sale

Transfers to investment
properties

Reclassification

Exchange realignment

At 31 December 2005, net of
accumulated depreciation

At 31 December 2005:
Cost

Accumulated depreciation

Net carrying amount

Freehold

Long term leases
Medium term leases

Net carrying amount at 31 December 2006

Freehold

Long term leases
Medium term leases

Furniture,
Construction Leasehold fixtures

in Land and  improve- and Motor
progress  buildings ments equipment vehicles Vessel Total
Notes HK$'000  HK$'000  HKS$'000  HKS$'000  HKS$'000  HKS$000  HK$'000
(Restated)  (Restated)  (Restated)  (Restated)  (Restated) (Restated)
50,870 738,553 22,485 149,115 95,782 478 1,057,283
58,642 270,413 19,420 101,557 79,496 - 529,528
- (241) - (4,154) (36,220) - (40,615)
- (26,312) (6,317) (38,369) (25,305) (185) (96,488)
- (937) - (3,667) - - (4,604)
14 - (82,565) - - - - (82,565)
(41,506) 41,506 - - - - .
943 13,755 392 2,819 1,819 - 19,728
68,949 954,172 35,980 207,301 115,572 293 1,382,267
68,949 1,082,958 60,721 362,172 182,819 1,850 1,759,469
- (128,786) (24,741)  (154,871) (67,247) (1,557)  (377,202)
68,949 954,172 35,980 207,301 115,572 293 1,382,267

The Group’s land and buildings included above are analysed as follows:

Hong Kong Elsewhere Total
HK$°000 HK$’000 HK$’000
- 640,761 640,761
8,085 35,749 43,834
- 380,887 380,887
8,085 1,057,397 1,065,482
Hong Kong Elsewhere Total
HK3$°000 HK$°000 HK3$’000
(Restated) (Restated)
- 551,177 551,177
8,295 31,785 40,080
- 362,915 362,915
8,295 945,877 954,172

Net carrying amount at 31 December 2005

— 83 —



APPENDIX I

FINANCIAL INFORMATION RELATING TO THE GROUP

Company

Furniture,
Leasehold fixtures
land and Leasehold and Motor
building improvements equipment vehicles Vessel Total
HKS$’000 HKS$’000 HKS$’000 HKS$’000 HKS$’000 HK$000
31 December 2006
At 1 January 2006, net of
accumulated depreciation 8,295 159 - 4,052 293 12,799
Additions - 45 - - - 45
Depreciation provided during
the year (210) (71) - (1,442) (185) (1,908)
At 31 December 2006, net of
accumulated depreciation 8,085 133 - 2,610 108 10,936
At 31 December 2006:
Cost 10,500 495 12 9,020 1,850 21,877
Accumulated depreciation (2,415) (362) (12) (6,410) (1,742) (10,941)
Net carrying amount 8,085 133 - 2,610 108 10,936
31 December 2005
At 1 January 2005:
Cost 10,500 450 12 8,419 1,850 21,231
Accumulated depreciation (1,995) (219) (12) (4,549) (1,372) (8,147)
Net carrying amount 8,505 231 - 3,870 478 13,084
At 1 January 2005, net of
accumulated depreciation 8,505 231 - 3,870 478 13,084
Additions - - - 1,372 - 1,372
Depreciation provided during
the year (210) (72) - (1,190) (185) (1,657)
At 31 December 2005, net of
accumulated depreciation 8,295 159 - 4,052 293 12,799
At 31 December 2005 and
at | January 2006:
Cost 10,500 450 12 9,791 1,850 22,603
Accumulated depreciation (2,205) (291) (12) (5,739) (1,557) (9,804)
Net carrying amount 8,295 159 - 4,052 293 12,799

The Company’s land and building is situated in Hong Kong and is held under a long term lease.
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14.

INVESTMENT PROPERTIES

31 December 2006

Carrying amount at 1 January 2006
As previously reported
Effect of adopting HKAS 27 Amendment (note 2.2(b))

As restated

Exchange realignment

Additions

Transfer from property, plant and equipment (note 13)
Depreciation provided during the year

Carrying amount at 31 December 2006

At 31 December 2006:
Cost
Accumulated depreciation

Net carrying amount

31 December 2005

Carrying amount at 1 January 2005

Additions

Transfer from property, plant and equipment (note 13)
Depreciation provided during the year

Carrying amount at 31 December 2005

At 31 December 2005:
Cost
Accumulated depreciation

Net carrying amount

The Group’s investment properties are situated outside Hong Kong and are analysed as follows:

Freehold
Long term leases
Medium term leases

Net carrying amount at 31 December
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Group Company
HK$°000 HK3$°000
462,941 2,030
(35,831) -
427,110 2,030
31,046 -
19,881 -
186,010 -
(9,693) (62)
654,354 1,968
690,644 2,091
(36,290) (123)
654,354 1,968
Group Company
HK$°000 HK3$°000
(Restated)

75,030 2,091
274,485 -
82,565 -
(4,970) (61)
427,110 2,030
438,640 2,091
(11,530) (61)
427,110 2,030
2006 2005
HK$°000 HK3$’000
(Restated)

473,651 332,961
39,402 19,767
141,301 74,382
654,354 427,110
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The Company’s investment property is situated in the PRC and held under a medium term lease. Other details
of the Group’s investment properties as at 31 December 2006 are as follows:

Group’s
Location interest
Unit 703A-B, 7th Floor,
Citic Building, Jin Sha Road East,
Long Hu District, Shantou,
Guangdong, PRC

100%

Rooms 1201-06 on 12th Floor and
the whole of 24th Floor and car
parking spaces nos. 90, 91, 92,
93, 94 and 95 in Basement 2,
Guangzhou International Trading
Centre, No.l, Lin He Road West,
Tianhe District, Guangzhou,
Guangdong, PRC

100%

1000 Huashan Road, Changning 100%

District, Shanghai, PRC

The Clubhouse, Starcrest, Wangjing 95%
Dong Yuan Yi Qu, Chaoyang
District, Beijing, PRC

16th Floor and two car parking 100%
spaces nos. 51 & 52, 2nd Tower
Basement, Shartex Plaza, No.88
Zun Yi Nan Road, Changning
District, Shanghai, PRC

58-20, 98 Hangdong 7 ga, Jung-gu, 100%

Incheon, Korea

B301, 101-13, Yulhyeon-dong,
Gangnam-gu, Seoul, Korea

100%

3rd to 6th Floors, Porsche 100%
Tower, 949-11, Daechi-dong,

Gangnam-gu, Seoul, Korea

3rd to 6th Floors, Je-il Fire
Insurance Building, 168-3,
168-4, 168-5, Samsung-dong,
Gangnam-gu, Seoul, Korea

100%

No. 285 Gang Ao Road, Wai Gao
Qiao Free Trade Zone, Shanghai,
PRC

100%

No. 75 Haibin 5th Road, Tianjin
Tanggu Free Trade Zone, Tianjin,
PRC

100%

No. 19 Haitian Road, Dalian Free 100%

Trade Zone, Dalian, PRC

B-0111, D-0231 and D-0251, RITS
Garden, Tianzhu Zhen Shunyi
District, Beijing, PRC

100%

Tenure

Medium term lease

Medium term lease

Medium term lease

Long term lease

Long term lease

Freehold

Freehold

Freehold

Freechold

Medium term lease

Medium term lease

Medium term lease

Long term lease

Gross
floor
area

447 m?

3,158 m?

715 m?

1,835 m?

954 m?

4256 m?

341 m?

3,594 m?

4,794 m?

14,070 m>

16,425 m?

8,271 m?

1,365 m?

Existing
use

Office

Office

Office

Clubhouse

Office

Warehouse

Used car
centre

Showroom

and office

Office

Warehouse

Showroom,
storage and
office

Showroom,
storage and
office

Residential

The aggregate fair value of the Group’s investment properties at 31 December 2006 assessed by Chung, Chan
& Associates, independent professionally qualified valuers, on an open market, existing use basis was
HK$844,576,000. The investment properties are leased to third parties under operating leases, further summary
details of which are included in note 42(a) to the financial statements.
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15.

16.

PREPAID LAND PREMIUMS

Group
2006 2005
HK$°000 HK3$°000
Carrying amount at 1 January 240,888 201,487
Exchange adjustments 6,174 2,021
Additions 72,104 48,570
Disposals (68,188) (6,901)
Recognised during the year (6,472) (4,289)
Carrying amount at 31 December 244,506 240,888
Current portion (6,569) (5,127)
Non-current portion 237,937 235,761
The Group’s leasehold land is situated outside Hong Kong and is analysed as follows:
2006 2005
HK$°000 HK$°000
Long term leases 5,833 74,113
Medium term leases 238,673 166,775
Net carrying amount at 31 December 244,506 240,888
PROPERTIES UNDER DEVELOPMENT
Group
2006 2005
HK$°000 HK$°000
(Restated)
At 1 January
As previously reported 662,728 1,303,464
Effect of adopting HKAS 27 Amendment (note 2.2(b)) 146,952 114,918
As restated 809,680 1,418,382
Exchange adjustments 19,741 18,706
Additions, at cost 390,245 606,903
Reclassified as “Properties held for sale” within the current assets
section in the consolidated balance sheet - (1,234,311)
At 31 December 1,219,666 809,680
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17.

Details of the properties under development are as follows:

Expected
Group’s Gross  Stage of completion
Location Use interest Site area floor area  completion date
Starcrest, Phase 111, Residential/ 95% 35,026 m? 119,992 m> Foundation 2008
A3 Residential Retail
Area, Wangjing
New City,
Chaoyang District,
Beijing, PRC
Lot No.7, Cheng Du  — 95% 7,358 m? 44,148 m> Land bank -
Road, Jing An
District, Shanghai,
PRC*
LSH Plaza, No. 28, Commercial/ 100% 31,988 m? 174,989 m?  Super- 2008
Area B, Wangjing Retail structure
New City, under
Chaoyang District, construction
Beijing, PRC
* A letter of intent was entered into between the Group and the Shanghai government for a proposed

exchange of the land with another piece of land in Shanghai having comparable gross floor area. This

arose as the Shanghai government modified the area around the land into a green zone for the city. The

Group is currently in discussion with the Shanghai government on detail terms of the land exchange but

is uncertain on the timing by which the exchange will be completed.

GOODWILL

Group

At 1 January 2005:
Cost

Accumulated release upon sales of developed properties

Net carrying amount

Cost at 1 January 2005, net of accumulated release upon sales of
developed properties
Exchange adjustments

Purchase of an additional interest in a subsidiary (note 40(a))

Release during the year upon sales of developed properties (note 5)*

At 31 December 2005

At 31 December 2005:

Cost

Accumulated release upon sales of developed properties

Net carrying amount

— 88 —

HKS$°000

681,395

681,395

681,395
132
2,911

(7,972)

676,466

684,438
(7,972)

676,466
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HK$°000

Cost at 1 January 2006, net of accumulated release upon sales of
developed properties 676,466
Exchange adjustments 116
Purchases of additional interests in subsidiaries (note 40(a)) 37,671
Release during the year upon sales of developed properties (note 5)* (11,599)
At 31 December 2006 702,654

At 31 December 2006:

Cost 722,231
Accumulated release upon sales of developed properties (19,577)
Net carrying amount 702,654

* Goodwill arising on acquisitions of subsidiaries whose principal activity is property development is
released by reference to the sales of the related development properties.

As further detailed in note 2.4 to the financial statements, the Group applied the transitional provisions of
HKFRS 3 that permitted goodwill in respect of business combinations which occurred prior to 2001, to remain
eliminated against consolidated reserves. As at 31 December 2006, the amount of goodwill remaining in consolidated
reserves, arising from the acquisitions of subsidiaries prior to the adoption of SSAP 30 in 2001, was stated at its cost
of HK$3,082,000 (2005: HK$3,082,000).

Impairment testing of goodwill

Goodwill acquired through business combinations has been allocated to the following cash-generating
units, which are reportable segments, for impairment testing:

. the cash-generating unit of the trading of motor vehicles and spare parts and provision of
after-sales services;

. the cash-generating unit of the trading of heavy equipment and provision of product support
services; and

. the cash-generating unit of property development and investment.

The cash-generating unit of the trading of motor vehicles and spare parts and provision of after-sales
services

The recoverable amount of the cash-generating unit of the trading of motor vehicles and spare parts and
provision of after-sales services has been determined based on a value in use calculation using cash flow
projections based on financial budgets approved by management covering a five-year period. The discount rate
applied to cash flow projections is 5% (2005: 5%) and cash flows beyond the five-year period are extrapolated
using a growth rate of 8% (2005: 8%) which is the same as the long term average growth rate of the motor
vehicle industry.

The cash-generating unit of the trading of heavy equipment and provision of product support services

The recoverable amount of the cash-generating unit of the trading of heavy equipment and provision of
product support services has been determined based on a value in use calculation using cash flow projections
based on financial budgets approved by management covering a five-year period. The discount rate applied to
cash flow projections is 5% (2005: 5%) and cash flows beyond the five-year period are extrapolated using a
growth rate of 10% (2005: 10%) which is the same as the long term average growth rate of the heavy
equipment industry.

— 89 —



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

The cash-generating unit of property development and investment

The recoverable amount of the cash-generating unit of property development and investment is also
determined based on the fair value less costs to sell by reference to the prevailing market prices on the
properties held under development.

The carrying amount of goodwill allocated to each of the cash-generating units is as follows:

2006 2005
HK$’000 HK3$’000
Trading of motor vehicles and spare parts and

provision of after-sales services 575,067 537,396

Trading of heavy equipment and provision of product support
services 11,528 11,412
Property development and investment 116,059 127,658
Carrying amount of goodwill 702,654 676,466

Key assumptions were used in the value in use calculation of the cash-generating units of the trading
of motor vehicles and spare parts and provision of after-sales services and the trading of heavy equipment and
provision of product support services for the years ended 31 December 2006 and 2005. The following describes
each key assumption on which management has based its cash flow projections to undertake impairment
testing of goodwill:

Budgeted gross margins — The basis used to determine the value assigned to the budgeted gross margins
is the average gross margins achieved in the year immediately before the budgeted year.

Discount rates — The discount rates used are before tax and reflect specific risks relating to the relevant
units.

18. OTHER INTANGIBLE ASSET

Group

Trading right

2006 2005
HKS$°000 HKS$°000

At 1 January and 31 December:
Cost 3,000 3,000
Accumulated amortisation (1,350) (1,350)
Net carrying amount 1,650 1,650
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19. INTERESTS IN SUBSIDIARIES

Company

2006 2005

HKS$°000 HK$°000

Unlisted shares, at cost 3,366,673 3,366,673
Due from subsidiaries 2,706,371 2,291,061
Due to subsidiaries (353,920) (480,819)
5,719,124 5,176,915

Impairment (519,100) (519,100)
5,200,024 4,657,815

Certain unsecured amounts due from subsidiaries bear interest at approximately 4.9% per annum (2005:
approximately 3.6% per annum) and have no fixed terms of repayment. Certain unsecured amounts due to
subsidiaries bear interest at rates ranging from approximately 4.3% to 4.7% per annum (2005: approximately 2.1%
to 3.7% per annum) and have no fixed terms of repayment. Other amounts due from/to subsidiaries are unsecured,
non interest-bearing and have no fixed terms of repayment. The carrying amounts of these amounts due from/to
subsidiaries approximate to their fair values.

Details of the principal subsidiaries are set out in note 47 to the financial statements.

20. INTERESTS IN ASSOCIATES

Group
2006 2005
HK3’000 HKS$’°000
(Restated)
Share of net assets other than goodwill 1,707,465 1,641,157
Effect of adopting HKAS 27 Amendment (note 2.2(b)) 32,738 1,747
1,740,203 1,642,904
Goodwill on acquisition 229,689 229,689
1,969,892 1,872,593
Due from associates 43,996 25,731
Due to associates (32,845) (172,471)
11,151 (146,740)
1,981,043 1,725,853

The amounts due from/to the associates are unsecured, interest-free, and have no fixed terms of repayment. The
carrying amounts of these balances approximate to their fair values.
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Impairment testing of goodwill on acquisition of an associate

The acquired goodwill related to an associate which is engaged in the trading of motor vehicles and
spare parts and provision of after-sales services in Taiwan. The recoverable amount of the associate’s
cash-generating unit has been determined based on a value in use calculation using cash flow projections based
on financial budgets approved by management covering a five-year period. The discount rate applied to cash
flow projections is 5% (2005: 5%) and cash flows beyond the five-year period are extrapolated using a growth
rate of 8% (2005: 8%) which is the same as the long term average growth rate of the motor vehicle industry.

Key assumptions were used in the value in use calculation of the cash-generating unit of the trading of
motor vehicles and spare parts and provision of after-sales services for the years ended 31 December 2006 and
2005 and are explained under “Goodwill” (note 17) above.

Details of the principal associates are set out in note 48 to the financial statements.

The following table illustrates the summarised financial information of the Group’s associates extracted
from their financial statements:

2006 2005
HK$°000 HK3$°000
(Restated)
Assets 13,467,566 8,896,037
Liabilities 8,166,834 4,050,589
Revenues 15,936,421 5,664,840
Profit 307,367 176,239
21. AVAILABLE-FOR-SALE INVESTMENTS
Group Company
2006 2005 2006 2005
HK$°000 HK$°000 HK$°000 HK$°000
(Restated)

Unlisted equity investments in
overseas companies, at cost 1,991 1,886 - —

Transferable club membership
debentures, at fair value 7,930 9,803 1,820 1,820
9,921 11,689 1,820 1,820

The above investments consist of investments in equity securities which were designated as available-for-sale
financial assets and have no fixed maturity date or coupon rate. As management has considered that the variability
in the range of reasonable fair value estimates for these unquoted investments is significant for those investments and
the probabilities of the various estimates within the range cannot be reasonably assessed and used in estimating fair
value, these unlisted equity investments are stated at cost less any impairment losses.

The fair values of debentures are based on quoted market prices.
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22. NET INVESTMENTS IN FINANCE LEASES

The Group leases out machinery products under finance lease arrangements. The terms of the leases range from
two to five years.

At 31 December 2006, the total future minimum lease receivables under finance leases and their present values
were as follows:

Present value of minimum

Minimum lease receivables lease receivables
2006 2005 2006 2005
HKS$°000 HK$°000 HK3$°000 HK$°000
Amounts receivable:
Within one year 15,649 82,864 15,649 82,864
In the second to fifth years,
inclusive 26,244 42,143 23,512 37,888
Total minimum finance lease
receivables 41,893 125,007 39,161 120,752
Unearned finance income (2,732) (4,255)
Total net finance lease receivables 39,161 120,752
Portion classified as current assets (15,649) (82,864)
Non-current portion 23,512 37,888

The net finance lease receivables bear interest at 6.5% per annum (2005: 7.4% per annum) and their carrying
amounts approximate to their fair values.

23.  LOANS AND RECEIVABLES

Group
2006 2005
HK3$’000 HK$’000
(Restated)
Loans receivable 369,158 218,545
Credit linked notes 77,993 155,973
Statutory deposits 362 245
Short term receivable - 60,000
447,513 434,763
Portion classified as current assets (132,394) (336,383)
Portion classified as non-current assets 315,119 98,380

(a)  The short term receivable represents the proceeds from the disposal of a subsidiary, in the form of cash
or residential and rental floor space, which was settled in 2006.

(b)  The loans receivable bear interest at floating interest rates ranging from 6% to 11% per annum (2005:
5.75% to 9.75% per annum). Credit linked notes bear interest at a fixed interest rate of 4.7% per annum
(2005: at rates ranging from 3.8% to 4.7% per annum) and are receivable in 2008. The statutory deposits
and short term receivable are non interest-bearing.

(c)  The carrying amounts of the Group’s loans and receivables approximate to their fair values.
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24. INVENTORIES

Group
2006 2005
HK$°000 HK3$°000
(Restated)
Motor vehicles and spare parts 1,781,476 1,633,744
Heavy equipment and spare parts 1,005,012 579,546
Others - 680
2,786,488 2,213,970
25.  PROPERTIES HELD FOR SALE
Group
2006 2005
HK$°000 HK3$°000
Properties held for sale, at cost 840,215 1,217,145
Details of the properties held for sale are as follows:
Group’s Gross floor Stage of
Location Use interest area completion
Starcrest, Phases I and II, Residential/ 95% 250,834 m? Completed
A3 Residential Area, Parking spaces
Wangjing New City,
Chaoyang District,
Beijing, PRC
Lots A and B, Residential/ 100% 4,447 m*>  Completed

1319, Yan An Xi Road, Parking spaces
Changning District,
Shanghai, PRC

Certain properties held for sale with an aggregate carrying value of approximately HK$90,844,000 (2005:
HK$87,822,000) are subject to deferred sales contracts, pursuant to which the buyers are required to purchase the
properties at agreed prices within three years from the respective contract dates. Down payments received from the
buyers in the current year are included in the “Sundry payables and accruals” account. Sales will be recognised when
the significant risks and rewards of ownership to the properties have been transferred to the buyers.

26. 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.
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An aged analysis of the trade receivables as at the balance sheet date, based on the payment due date and net
of provisions, is as follows:

Group
2006 2005
HK$°000 HK3$°000
(Restated)
Current 613,089 412,768
0 — 3 months 230,735 191,232
4 — 6 months 8,154 3,767
7 — 12 months 2,720 1,628
Over 1 year 1,061 82
855,759 609,477

27. BILLS RECEIVABLE WITH FULL RECOURSE/BILLS DISCOUNTED WITH FULL RECOURSE
Bills receivable with full recourse are not yet overdue and non interest-bearing. Bills discounted with full
recourse are repayable within one year and bear interest at an average floating interest rate of 5.83% per annum

(2005: 4.5% per annum). Their carrying amounts approximate to their fair values.

28. PREPAYMENTS, DEPOSITS AND SUNDRY RECEIVABLES

Group Company
2006 2005 2006 2005
HK$’000 HK$°000 HK$’000 HK$°000
(Restated)
Prepayments and deposits 627,748 655,763 - 596
Sundry debtors 426,187 296,018 3,744 1,825
1,053,935 951,781 3,744 2,421

29. EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Group
2006 2005
HK$’000 HK$’000
Listed equity investments, at market value:
Hong Kong 28,207 110,486
Overseas - 15,884
28,207 126,370

The above equity investments at 31 December 2005 and 2006 were classified as held for trading.
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30. CASH AND CASH EQUIVALENTS AND PLEDGED TIME DEPOSITS

Group Company
2006 2005 2006 2005
HK$°000 HK$°000 HK$°000 HK3$°000
(Restated)
Cash and bank balances 1,121,078 1,052,191 93 93
Time deposits 291,095 272,077 121,931 39,708
1,412,173 1,324,268 122,024 39,801
Less: Pledged deposits for securing
payments to a main
contractor (28,897) (23,883) - -
Cash and cash equivalents 1,383,276 1,300,385 122,024 39,801

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three months depending on the immediate cash requirements of the
Group, and earn interest at the respective short term time deposit rates. The carrying amounts of the cash and cash
equivalents and the pledged deposits approximate to their fair values.

The Group maintains trust accounts with an authorised institution in respect of clients’ monies arising from the
course of securities and finance businesses. As at 31 December 2006, clients’ monies amounting to HK$11,868,000
(2005: HK$3,912,000) was held by the Group on behalf of customers in the trust accounts and the clients’ monies
was not included in the balances of cash and cash equivalents and pledged time deposits.

31. TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the balance sheet date, based on the payment due date,
is as follows:

Group
2006 2005
HK$°000 HKS$000
(Restated)
Current 1,517,970 1,384,780
0 — 3 months 305,029 70,710
4 — 6 months 69,577 8,879
7 — 12 months - 19,353
1,892,576 1,483,722

Included in the trade and bills payables are trade payables of HK$668,071,000 (2005: Nil) due to associates

which are repayable within 15 days, which represents similar credit terms to those offered by the associates to their
major customers. The trade payables are non interest-bearing and are normally settled on 60-day terms.
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32. SUNDRY PAYABLES AND ACCRUALS

Group Company
2006 2005 2006 2005
HK$°000 HK$°000 HK$°000 HK3$°000
(Restated)

Accruals 438,481 393,693 7,137 1,152
Deposits received 1,179,767 1,218,460 - -
Sundry payables 246,934 155,460 96 6
1,865,182 1,767,613 7,233 1,158

Sundry payables are non interest-bearing and have an average term of three months.

33. DERIVATIVE FINANCIAL INSTRUMENTS

Group
Liabilities
2006 2005
HK$’000 HK$°000
Cross currency interest rate swaps 43,178 31,224
Portion classified as non-current (41,575) (15,177)
Current portion 1,603 16,047

The carrying amounts of the cross currency interest rate swaps are the same as their fair values.

Fair value hedge

At 31 December 2006, the Group had cross currency interest rate swap agreements in place with an
aggregate notional amount of HK$311,140,000 (2005: HK$387,755,000). The swap agreements are used to
hedge the exposure to changes in the fair value of certain of the Group’s bank loans with interest rates of 4.7%
and LIBOR plus 0.8%, at the aggregate fair value of HK$311,140,000 (2005: HK$387,755,000). Under the
swap agreements, the Group receives interest at fixed rates of 4.7%, and LIBOR plus 0.8%, and pays variable
rates at the Korean certificate of deposit (“CD”) rate plus 0.85% and the CD rate plus 0.9% on the notional
amount. The secured debts and cross currency interest rate swap agreements have the same critical terms.
These hedges of the cross currency interest rate swaps were assessed to be effective.
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34.

INTEREST-BEARING BANK BORROWINGS AND OTHER NON INTEREST-BEARING
BORROWING

Average
interest rate Group
per annum 2006 2005
% HKS$’000 HKS$°000
(Restated)
Current

Bank overdrafts — unsecured 5.58 237,277 9,237
Bank loans — unsecured* 5.26 1,323,117 813,421
Trust receipt loans 5.67 576,129 1,111,094
Other loan — unsecured — 93,312 -
2,229,835 1,933,752

Non-current
Bank loans — unsecured* 5.26 1,371,073 963,268
3,600,908 2,897,020
* Includes the effects of the related cross currency interest rate swaps as further detailed in note 33 to the

financial statements.
Average
interest rate Company
per annum 2006 2005
% HKS$°000 HKS$°000
Current

Bank loans — unsecured 6.43 83,619 27,143
Other loan — unsecured — 93,312 -
176,931 27,143

Non-current
Bank loans — unsecured 6.43 735,068 234,592
911,999 261,735
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Group Company
2006 2005 2006 2005
HKS$’000 HK$’000 HKS$’000 HKS$°000
(Restated)
Analysed into:
Bank overdrafts repayable within
one year or on demand 237,277 9,237 - -
Bank loans repayable:
Within one year or on demand 1,323,117 813,421 83,619 27,143
In the second year 601,002 131,685 140,013 36,837
In the third to fifth years,
inclusive 770,071 761,787 595,055 162,857
Beyond five years - 69,796 - 34,898
2,694,190 1,776,689 818,687 261,735
Other loan repayable on demand 93,312 - 93,312 -
Trust receipt loans repayable
within one year 576,129 1,111,094 - -
3,600,908 2,897,020 911,999 261,735
Portion classified as current
liabilities (2,229,835) (1,933,752) (176,931) (27,143)
Long term portion — unsecured 1,371,073 963,268 735,068 234,592

Notes:

(a) At 31 December 2006, the Group’s and the Company’s other loan was advanced by a major shareholder.
This loan is unsecured, interest-free and is repayable on demand.

(b)  Except for bank loans with an aggregate carrying value of approximately HK$77,685,000 (2005:
HK$311,975,000), which bear interest at fixed rates, all borrowings of the Group and the Company bear
interest at floating interest rates.

(c)  Except for certain bank loans which are denominated in United States dollars, all interest-bearing bank
borrowings and other non interest-bearing borrowing are denominated in the functional currency of the
entity to which they related.

(d)  The carrying amounts of the Group’s and the Company’s borrowings approximate to their fair values.
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35.  PROVISIONS

Group

At 1 January 2006
Exchange adjustment

Provided during the year (note 5)
Amounts utilised during the year

At 31 December 2006

Product Long service

warranties payments Total
HK$°000 HK$°000 HKS$000
30,128 15,283 45,411
2,738 - 2,738
9,957 7,804 17,761
(4,179) (15,273) (19,452)
38,644 7,814 46,458

The Group provides warranties to its customers on certain of its motor vehicles within the free warranty period.
The amount of the provision for the warranties is estimated based on sales volumes and past experience of the level
of repairs. The estimation basis is reviewed on an ongoing basis and revised where appropriate.

36. DEFERRED TAX

The movements in deferred tax liabilities and assets during the year were as follows:

Group

Deferred tax liabilities

Fair value
adjustments
arising from

acquisitions of
subsidiaries

2006 2005

Unremitted
earnings

2006

2005

Revaluation of
properties

2006

2005

Others

2006

2005 2006

Total

2005

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

At 1 January 141,643 149,418
Deferred tax

charged/(credited)

to the income

statement during

the year (note 9) (13,102)

(1,775)

50,612

24,521

46,326

4,286

813

21

834

21

3,589

1,207

2,627 196,657

962 12,605

199,205

(2,548)

Gross deferred tax
liabilities at
31 December

128,541 141,643

75,133

50,612

792

813

4,796

3,589 209,262

196,657
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37.

Deferred tax assets

Losses available for
offset against future
taxable profits Provision Others Total
2006 2005 2006 2005 2006 2005 2006 2005
HK$’000 HK$°000 HK$'000 HK$'000 HKS$'000 HK$000 HKS$'000 HKS 000

At 1 January 11,132 12,727 9,987 11,999 - 8,336 21,119 33,062

Deferred tax credited/(charged)

to the income statement during

the year (note 9) 1,546 (1,595) 6,640 (2,333) - (8,558) 8,186  (12,486)
Exchange differences - - 908 321 - 222 908 543

Gross deferred tax assets at
31 December 12,678 11,132 17,535 9,987 - - 30,213 21,119

The Group has tax losses arising in Hong Kong of HK$80,703,000 (2005: HK$49,434,000) that are
available indefinitely, and in Mainland China of HK$42,129,000 (2005: HK$52,089,000) that are available for
a maximum of five years for offsetting against future taxable profits of the companies in which the losses
arose. Deferred tax assets arising in Hong Kong and Mainland China have not been recognised in respect of
these losses as they have arisen in subsidiaries that have been loss-making for some time and it is not
considered probable that taxable profits will be available against which the tax losses can be utilised.

There are no income tax consequences attaching to the payment of dividends by the Company to its
Shareholders.

SHARE CAPITAL

Shares
2006 2005
HKS$°000 HK$°000
Authorised:
2,000,000,000 ordinary shares of HK$1 each 2,000,000 2,000,000
Issued and fully paid:
1,060,588,288 (2005: 1,060,519,774) ordinary shares of HK$1 each 1,060,588 1,060,520

During the period from 1 January 2006 to 19 June 2006, 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 reclassified into the share premium account accordingly.

During the year ended 31 December 2005, 11,000,000 ordinary shares of HKS$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$33,000,000. The warrant subscription reserve of HKS$5,500,000
attaching to the exercised warrants was reclassified into the share premium account accordingly.
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A summary of the transactions during the year with reference to the above movements in the Company’s
issued ordinary share capital is as follows:

Number of Share

shares in premium
issue Issued capital account Total
HK$°000 HKS$’000 HK$°000
At 1 January 2005 1,049,519,774 1,049,520 2,705,398 3,754,918
Warrants exercised 11,000,000 11,000 27,500 38,500

At 31 December 2005 and

1 January 2006 1,060,519,774 1,060,520 2,732,898 3,793,418
Warrants exercised 68,514 68 171 239
At 31 December 2006 1,060,588,288 1,060,588 2,733,069 3,793,657

Share options

Details of the Company’s Option Scheme and the Options issued under the scheme are included in note
38 to the financial statements.

Warrants

A rights issue of warrants at an initial subscription price of HK$0.5 per warrant was made in the
proportion of one warrant for every five shares held by members on the register of members on 28 May 2001,
resulting in 190,233,000 warrants being issued. Each warrant entitles the holder thereof to subscribe for one
Share at an initial exercise price of HK$3 per Share, payable in cash and subject to adjustment, at any time
from 19 June 2001 to 19 June 2006. 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 at 4:00 p.m. of 19
June 2006. The listing of the Company’s warrants on the Stock Exchange was also withdrawn after 4:00 p.m.
of 19 June 2006. The warrant subscription reserve of HK$36,937,000 attaching to the unexercised warrants
was reclassified into retained profits accordingly.

During the period from 1 January 2006 to 19 June 2006, 68,514 warrants were exercised for 68,514
Shares at a price of HK$3 per Share.

38. OPTION SCHEME

The Company operated an Option Scheme for the purpose of providing incentives and rewards to eligible
participants. Eligible participants of the Option Scheme include the employees and Directors (excluding non-
executive Directors) of the Company and any of its subsidiaries. The Option Scheme became effective on 25 June
1997 and lapsed on 24 June 2002. All share Options granted prior to the expiration of the Option Scheme remain in
full force and effect.

The maximum number of Shares in respect of which Options may be granted under the Option Scheme was
not permitted to exceed 5% of the issued share capital of the Company from time to time. The maximum number of
Shares issuable under Options to each eligible participant in the Option Scheme was not permitted to exceed 25%
of the maximum aggregate number of Shares in respect of the Options granted under the Option Scheme.

The offer of a grant of Options could be accepted from the date of the offer upon payment of HK$1, being the
nominal consideration for the grant of an Option. The granted Options may be exercised at any time during the period
of eight years from the second anniversary of the date on which the Option is deemed to be granted and accepted by
the holders in accordance with the provisions of the Option Scheme.

The exercise price of the Options is the higher of 80% of the average of the closing prices on the Stock
Exchange for the five trading days immediately preceding the date of the offer of the Option and the nominal value

of the Shares.

Options do not confer rights on the holders to receive dividends or to vote at Shareholders’ meetings.
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The following Options were outstanding under the Option Scheme during the year:

Number of options Price of the

Reclassified/ Company’s
At1 (lapsed) At 31 Date of Exercise Exercise Shares at
Name or category January during the  December grant of period of price of  grant date
of participant 2006 year 2006 Options Options Options  of Options
HKS$ per HKS$ per
share share
Directors
Gan Khian Seng 500,000 - 500,000 2-8-1997 1-9-1999 to 5.89 7.5
31-8-2007
200,000 - 200,000 24-1-1998  31-1-2000 to 6.00 7.45
30-1-2008
Yong Foo San, Jp 500,000 - 500,000 2-8-1997  21-8-1999 to 5.89 7.75
20-8-2007
200,000 - 200,000 24-1-1998  27-1-2000 to 6.00 7.45
26-1-2008
Volker Josef Eckehard 500,000 (500,000) - 2-8-1997 2-8-1999 to 5.89 7.75
Harms (Note 1) 1-8-2007
200,000 (200,000) - 24-1-1998  24-1-2000 to 6.00 7.45
23-1-2008
Lim Mooi Ying, 500,000 - 500,000 2-8-1997 2-8-1999 to 5.89 7.75
Marianne 1-8-2007
200,000 - 200,000 24-1-1998  27-1-2000 to 6.00 7.45
26-1-2008
Poh Yeow Kim Lawrence 100,000 (100,000) - 24-1-1998 9-2-2000 to 6.00 7.45
(Note 2) 8-2-2008
2,900,000 (800,000) 2,100,000
Other employees in 3,085,000 - 3,085,000 2-8-1997 (Note 3) 5.89 7.75
aggregate 2,036,000 100,000 2,136,000  24-1-1998 (Note 3) 6.00 7.45
5,121,000 100,000 5,221,000
8,021,000 (700,000) 7,321,000
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 of the Company on 1 July 2006 and the said 700,000 Options were
cancelled in December 2006 in accordance with the provisions of the Scheme.

2. Mr. Poh Yeow Kim Lawrence resigned as executive Director of the Company on 19 April 2006. Mr. Poh
remains as an employee of the Company.

3. The granted Options may be exercised at any time during the period of eight years from the second
anniversary of the date on which the Options are deemed to be granted and accepted by the holders in
accordance with the provisions of the Option Scheme.
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At the balance sheet date, the Company had 7,321,000 Options outstanding under the Scheme, which
represented approximately 0.69% of the Shares in issue as at that date. The exercise in full of the remaining Options
would, under the present capital structure of the Company, result in the issue of 7,321,000 additional Shares and an
additional share capital of HK$7,321,000 and share premium of HK$36,100,650 before the related share issue

expenses.

In accordance with the terms and conditions of the instrument constituting the Scheme dated 25 June 1997,
4,585,000 Options granted on 2 August 1997 will lapse in August 2007.

39. RESERVES

(a) Group

The amounts of the Group’s reserves and the movements therein for the current and prior years are

presented in the consolidated statement of changes in equity on pages 51 to 52 of this document.

Pursuant to the respective laws and regulations for Sino-foreign joint venture enterprises and Korea and

Taiwan incorporated companies, a portion of the profits of subsidiaries and associates of the Group in the PRC,

Korea and Taiwan has been transferred to reserve funds.

Certain amounts of goodwill arising on the acquisitions of subsidiaries in prior years remain eliminated

against consolidated reserves, as explained in note 17 to the financial statements.

(b) Company

Notes

At 1 January 2005
Exercise of warrants 37
Profit for the year
Proposed 2005 final

dividend 11
At 31 December 2005

and 1 January 2006
Exercise of warrants 37
Expiry of warrants 37
Loss for the year
Proposed 2006 final

dividend 11

At 31 December 2006

Share Warrant
premium subscription Retained
account reserve profits Total
HK$°000 HKS$°000 HK$’000 HKS$000
2,705,398 42,471 604,292 3,352,161
27,500 (5,500) - 22,000
- - 17,508 17,508
- - (31,816) (31,816)
2,732,898 36,971 589,984 3,359,853
171 34) - 137
- (36,937) 36,937 -
- - (70) (70)
- - (31,818) (31,818)
2,733,069 - 595,033 3,328,102
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40. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(a) Purchases of additional interests in subsidiaries during the year

2006 2005
HKS$°000 HKS$°000

Purchases of additional interests in subsidiaries, previously
accounted for as minority interests 97,678 14,638
Goodwill on acquisition (note 17) 37,671 2,911
135,349 17,549

Satisfied by:

Cash 135,349 17,549

An analysis of the net outflow of cash and cash equivalents in respect of the purchases of additional

interests in subsidiaries during the year is as follows:

2006 2005
HK$°000 HK3$°000

Net outflow of cash and cash equivalents in respect of the
purchases of additional interests in subsidiaries 135,349 17,549

(b)  Purchases of additional interests in associates during the year
2006 2005
HK$°000 HK$°000
Purchases of additional interests in associates 6,751 -
Satisfied by:

Cash 6,751 -

An analysis of the net outflow of cash and cash equivalents in respect of the purchases of additional

interests in associates during the year is as follows:

2006
HKS$°000

Net outflow of cash and cash equivalents in respect of the
purchases of additional interests in associates 6,751

2005
HKS$°000
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(¢c) Disposal of a subsidiary during the year

2006 2005
Note HK$’000 HK$’000

Net assets disposed of:
Property, plant and equipment 13 1,313 -
Trade receivables, prepayments and deposits 3,864 -
Inventories 1,157 -
Cash and bank balances 13,172 -
Trade payables, sundry payables and accruals (1,798) -
Interest-bearing bank borrowings (11,929) -
Tax payable (2,679) -
3,100 -

Satisfied by:

Cash 1,550 -
Interest in an associate 1,550 -
3,100 -

An analysis of the net outflow of cash and cash equivalents in respect of the disposal of a subsidiary
is as follows:

2006 2005

HKS$°000 HKS$°000

Cash received 1,550 -

Cash and bank balances disposed of (13,172) -
Net outflow of cash and cash equivalents in respect of the

disposal of a subsidiary (11,622) -

41. CONTINGENT LIABILITIES

At the balance sheet date, the Group had contingent liabilities in respect of performance guarantees given to
banks for certain customers amounting to HK$120,640,000 (2005: HK$30,614,000).

At the balance sheet date, the Company had contingent liabilities relating to guarantees given to banks to
secure general banking facilities granted to subsidiaries amounting to HK$7,048,950,000 (2005: HK$8,029,567,000),
where general banking facilities utilised by subsidiaries amounting to HK$2,245,126,000 (2005: HK$4,362,864,000).
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42. OPERATING LEASE ARRANGEMENTS
(a)  As lessor

The Group leases its investment properties (note 14 to the financial statements) 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 31 December 2006, the Group had total future minimum lease receivables under non-cancellable
operating leases with its tenants falling due as follows:

Group
2006 2005
HKS$°000 HK$°000
(Restated)
Within one year 28,507 19,035
In the second to fifth years, inclusive 57,216 27,928
85,723 46,963

(b)  As lessee

The Group leases certain of its office properties under operating lease arrangements. At 31 December
2006, the Group had total future minimum lease payments under non-cancellable operating leases falling due

as follows:
Group
2006 2005
HKS$’000 HK$°000
(Restated)
Within one year 56,902 49,143
In the second to fifth years, inclusive 122,402 84,721
Beyond five years 89,319 96,764
268,623 230,628
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43. COMMITMENTS

In addition to the operating lease commitments detailed in note 42(b) above, the Group had the following
capital commitments at the balance sheet date:

Group
2006 2005
HK3°000 HKS$’000
(Restated)
Contracted, but not provided for:

Properties under development 450,062 227,376
Construction in progress 44,248 64,190
Leasehold improvements - 4,161
Furniture, fixtures and equipment 407 3,088
Capital contributions payable to subsidiaries 601,396 167,184
1,096,113 465,999

Authorised, but not contracted for:
Construction in progress 133,405 45,937
Leasehold improvements - 3,742
Furniture, fixtures and equipment 9,120 13,999
142,525 63,678
Total capital commitments 1,238,638 529,677

44. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the
following material transactions with related parties during the year:

(1) In the prior year, 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 approximately 2% of the transaction value. Service revenue was recorded by the Group
of HK$34,790,000 (2005: Nil) during the year. The balance owing from MBCL was
HK$135,499,000 (2005: HK$127,703,000) which is unsecured, interest-free and is repayable on
similar credit terms to those offered to the major customers of the Group.

(ii)  The purchases from certain associates of the Group of HK$7,698,149,000 (2005: Nil) were made
according to the published prices and conditions offered by the associates to their major
customers.

(b)  Except for the balance owing from MBCL detailed in note 44(a)(i) above which are included in
“Prepayments, deposits and sundry receivables”, details of the Group’s amounts due from/to its
associates as at the balance sheet date are included in note 20 to the financial statements.

(¢)  Details of the Group’s trade balances with its associates as at the balance sheet date are disclosed in note
31 to the financial statements.
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(d)  Compensation of key management personnel of the Group (excluding Directors’ emoluments):

2006 2005

HK$’000 HK$°000

Short term employee benefits 19,299 17,440
Post-employment benefits 890 816
Total compensation paid to key management personnel 20,189 18,256

Further details of Directors’ emoluments are included in note 7 to the financial statements.
45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments, other than derivatives, comprise bank loans and overdrafts, other
non 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.

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 obligations 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 formulating detailed credit policies, performing 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 balance sheet, including a portion of its bank loans
denominated in USS$, can be affected by movements in the RMB/HKS$ and RMB/USS$ exchange rates. As both
the HKS and RMB are pegged to the USS$, the Group does not expect significant movements in the exchange
rates.
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46. SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (i) on a primary segment reporting basis,
by business segment; and (ii) on a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are structured and managed separately, according to the nature of their

operations and the products and services they provide. Each of the Group’s business segments represents a strategic

business unit that offers products and services which are subject to risks and returns that are different from those of
the other business segments. Summary details of the business segments are as follows:

(a)

(®)

(c)

(d)

(e)

()

(2)

()

the “Trading of motor vehicles and spare parts and provision of after-sales services” segment operates
dealerships of Mercedes-Benz passenger cars and engages in the after-sales services in the Northern and
Eastern regions of the PRC, Korea and Vietnam;

the “Trading of heavy equipment and provision of product support services” segment handles the
distribution of Caterpillar heavy equipment and the related product support services in the Eastern
region of the PRC and Taiwan;

the “Property development and investment” segment engages in property development and real estate
management of the Group’s property portfolio in the PRC;

the “General trading” segment engages in the trading of commodity-based products, fertilisers and
watch components;

the “Securities broking and trading” segment engages in the provision of securities broking services and
the trading in listed equity investments in Hong Kong and overseas;

the “Trading of foreign exchange” segment engages in foreign exchange investments;

the “Money lending” segment engages in the provision of loan finance; and

the “Others” segment comprises the Group’s other businesses, together with corporate income and
expense items.

In determining the Group’s geographical segments, revenues are attributed to the segments based on the
location of the customers, and assets are attributed to the segments based on the location of the assets.

Intersegment sales and transfers are transacted by reference to the selling prices used for sales made to third

parties at the then prevailing market prices.
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47. SUBSIDIARIES

Particulars of the principal subsidiaries are as follows:

Name

Lei Shing Hong
Automobile Limited”

Sino Motors
Company Limited

Mandarin Star
Holding Limited

Eastern Star Automobile
Limited

Shanghai Eastern Star
Automobile Trading
Company Limited

Shanghai Star Automobile
Service Company
Limited

Xiamen Airport Star
Automobile Repair
Centre Limited”

Pasture Developments
Limited

Glory Sheen Investment
Limited”

Big Dragon Limited
Han Sung Investment
Limited (formerly

Han Sung Motor
Company Limited)

Asia Pacific Star Limited

Business
structure

Corporate

Corporate

Corporate

Corporate

WFOE"

WFOE"

Sino-
foreign
joint
venture
enterprise

Corporate

Corporate

Corporate

Corporate

Corporate

Nominal
value of
Place of issued
incorporation/ ordinary
registration share capital/
and registered
operations share capital
Hong Kong  HK$2,200,000,000
Hong Kong HK$3,000,000
Hong Kong HK$20,000,000
Hong Kong HK$10,000
Mainland US$4,460,000
China
Mainland US$3,600,000
China
Mainland RMB12,500,000
China

British Virgin USs$100
Islands®

Hong Kong HK$10,000

British Virgin HK$10,000
Islands®

Korea WON7,550,000,000

British Virgin USS$1

Islands@
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Percentage
of equity
attributable

to

the Company
2006 2005
100 100
100 100
100 100
100 100
100 100
100 100
60 60
100 100
100 100
100 100
100 100
100 100

Principal
activities

Investment
holding

Investment
holding

Investment
holding

Trading of
motor
vehicles

Trading of
motor
vehicles

Motor
vehicle
repairs and
maintenance

Motor
vehicle
repairs and
maintenance

Investment
holding

Investment
holding

Investment
holding

Investment
holding
and trading
of motor
vehicles

Investment
holding



Limited"”
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Nominal
value of
Place of issued Percentage
incorporation/ ordinary of equity
registration share capital/ attributable
Business and registered to Principal
Name structure operations share capital  the Company activities
2006 2005
Vietnam Star Automobile Corporate Vietnam US$6,000,000 100 100 Trading of
Limited motor
vehicles
Beijing Star Automobile Sino- Mainland US$10,000,000 80 80  Motor
Service Company foreign China vehicle
Limited” joint repairs and
venture maintenance
enterprise
Jinan Star Automobile WFOE* Mainland US$5,000,000 100 60  Motor
Repair and Service China vehicle
Company Limited" repairs and
maintenance
Dalian Star Automobile Sino- Mainland US$5,000,000 63 63  Motor
Service Company foreign China vehicle
Limited” joint repairs and
venture maintenance
enterprise
Qingdao Star Automobile WFOE" Mainland US$1,650,000 100 60  Motor
Service Company China vehicle
Limited” repairs and
maintenance
Shanghai Star Trading Limited Mainland RMB5,000,000 100 100 Trading of
Company Limited company China motor
vehicles
Beijing Bei Xing Hang Co- Mainland RMB10,000,000 100 100  Trading of
Automobile Sales Centre operative China motor
partnership vehicles
Northern Star Automobile Corporate Hong Kong HKS$1,000 84 59  Trading of
(Hong Kong) Limited motor
vehicles
Northern Star (Tianjin) Sino- Mainland US$30,000,000 84 59  Trading of
Automobile Limited” foreign China motor
joint vehicles
venture
enterprise
Lei Shing Hong Corporate Singapore S$7,000,000 100 100 General
(Singapore) Pte trading
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Nominal
value of
Place of issued Percentage
incorporation/ ordinary of equity
registration share capital/ attributable
Business and registered to Principal
Name structure operations share capital  the Company activities

Lei Shing Hong
Machinery Limited”

Capital Machinery Limited

Lei Shing Hong
Machinery (Kunshan)
Company Limited

Lei Shing Hong
Machinery (Shanghai)
Company Limited

Lei Shing Hong Properties
Limited”

Lei Shing Hong Properties
(China) Limited

Shanghai Lee Kwok
Property Limited”

Beijing Bao Xing Property
Company Limited"

Lei Sing Property
Development
(Shanghai)
Limited”

Lei Shing Hong Trading

Limited”

Lei Shing Hong Wood
Products Limited

2006 2005

Corporate Hong Kong HKS$100,000,000 100 100 Investment
holding
and trading
of heavy
equipment

Corporate Taiwan NT$200,000,000 100 100  Trading of
heavy
equipment

WFOE* Mainland US$12,500,000 100 100 Provision of
China product
support
services of
heavy
equipment

WFOE* Mainland US$500,000 100 100 Trading of
China heavy

equipment

Corporate Hong Kong  HK$1,000,000,000 100 100 Investment

holding

Corporate Hong Kong HK$10,000 100 100  Investment
holding

WFOE" Mainland US$12,000,000 100 100 Property

China development

Sino- Mainland US$12,000,000 95 95  Property

foreign China development

joint

venture

enterprise

Sino- Mainland US$20,000,000 95 95  Property

foreign China development

joint

venture

enterprise

Corporate Hong Kong HK$10,000,000 100 100 Investment
holding
and
general
trading

Corporate British Virgin US$2,000,000 100 100  Investment
Islands® holding

- 115 -



APPENDIX I

FINANCIAL INFORMATION RELATING TO THE GROUP

Name

Lei Shing Hong Wood
Products (Shanghai)
Company Limited

Lei Shing Hong Capital
Limited”

Lei Shing Hong
Investment Limited

Lei Shing Hong Securities
Limited

Lei Shing Hong Insurance
Services Limited”

Lei Shing Hong Finance

Limited

Lei Shing Hong Credit
Limited

Business
structure

WFOE"

Corporate

Corporate

Corporate

Corporate

Corporate

Corporate

Directly held by the Company

Place of

incorporation/

registration
and
operations

Mainland
China

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

@ The principal place of operations is Hong Kong

Wholly-foreign-owned enterprise (“WFOE”)

Nominal
value of
issued
ordinary
share capital/
registered
share capital

US$1,000,000

HK$10,000

HK$10,000

HK$100,000,000

HKS$100,000

HK$55,000,000

HK$50,000,000

Audited by certified public accountants other than Ernst & Young

Percentage
of equity
attributable

to
the Company
2006 2005
100 100
100 100
100 100
100 100
100 100
100 100
100 100

Principal
activities

General
trading

Investment
holding

Share trading
and
investment
and foreign
exchange
trading

Securities
dealing

Insurance
brokerage

Provision of
financial
services

Provision of
financial
services

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give details of other

subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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48. ASSOCIATES

Particulars of the Group’s principal associates are as follows:

Nominal value of

issued ordinary Percentage of
share Place of ownership
capital/registered incorporation/ interest to Principal
Name share capital registration the Group activities
2006 2005
CMI Holdings Limited NT$3,500,000,000 Taiwan 34.9 349 Trading of
motor
vehicles
DaimlerChrysler NT$1,715,000,000 Taiwan 17.8 17.8  Trading of
Taiwan Limited™* motor
vehicles
Shanghai Ben Chi US$3,500,000 Mainland 55 55  Trading of
Automobile Limited™* China motor
vehicles
Shanghai Dong Chi US$2,300,000 Mainland 55 55  Trading of
Automobile Service China motor
Company Limited™* vehicles
Mercedes-Benz Korea WON3,000,000,000 Korea 49 49  Trading of
Limited” motor
vehicles
DaimlerChrysler Financial WONZ20,000,000,000 Korea 20 20  Provision of
Services Korea Limited”@ financial
services
DaimlerChrysler Financial HK$90,000,000 Hong Kong 20 20  Provision of
Services China Limited™@ financial
services
Caterpillar Logistics HK$10,000 Hong Kong 30 30 Provision of
Services China Limited” logistics
services
Mercedes-Benz US$60,000,000 Mainland 49 49  Trading of
(China) Limited” China motor
vehicles

Audited by certified public accountants other than Ernst & Young.

The interests in these companies have not been accounted for as interests in subsidiaries because the
directors consider that the Group does not exercise unilateral control over the joint ventures’ boards of
directors.

The interest in this company has been accounted for as an interest in an associate because the Group has
significant influence over the company, the shareholding in which is held through a 34.9% associate.

@ The interest in this company has been accounted for as an interest in an associate because the Group has
significant influence over the company, the sharcholding in which is held through a wholly-owned
subsidiary.

The above table lists the associates of the Group which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion of the net assets of the Group. To give details of other
associates would, in the opinion of the directors, result in particulars of excessive length.
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49. POST BALANCE SHEET EVENT

During the 5th Session of the 10th National People’s Congress, which was concluded on 16 March 2007, the
PRC Corporate Income Tax Law (the “New Corporate Income Tax Law”) was approved and will become effective
on 1 January 2008. The New Corporate Income Tax Law introduces a wide range of changes which include, but are
not limited to, the unification of the income tax rate for domestic-invested and foreign-invested enterprises at 25%.
Since the detailed implementation and administrative rules and regulations have not yet been announced, the financial
impact of the New Corporate Income Tax Law on the Group cannot be reasonably estimated at this stage.

50. COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements, due to the adoption of new and revised HKFRSs
during the current year, the accounting treatment and presentation of certain items and balances in the financial
statements have been revised to comply with the new requirements. Accordingly, certain prior year adjustments have
been made and certain comparative amounts have been reclassified and restated to conform with the current year’s
presentation and accounting treatment.

In addition, in prior years, the Group’s land appreciation tax levied on properties developed by the Group for
sale, at progressive rates ranging from 30% to 50% on the appreciation of land value, was included in the cost of sales
and services in the consolidated income statement. To conform with the current year’s presentation, the Group’s land
appreciation tax of HK$20,581,000 (2005: HK$70,035,000) was presented as a component of the Group’s total tax
charge in the consolidated income statement.

51. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 19 April 2007.
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3. UNAUDITED INTERIM RESULTS OF THE GROUP FOR THE SIX MONTHS

ENDED 30 JUNE 2007

The following information has been extracted from the unaudited condensed interim
consolidated financial statements of the Group for the six months ended 30 June 2007, except
that the definitions used in this document have been adopted in the below extract.

Condensed Consolidated Income Statement
For the six months ended 30 June 2007

REVENUE

Cost of sales and services

Gross profit

Other income and gains
Selling and distribution costs
Administrative expenses
Other operating expenses

PROFIT FROM OPERATING ACTIVITIES

Finance costs
Share of profits and losses of associates

PROFIT BEFORE TAX

Tax

PROFIT FOR THE PERIOD

ATTRIBUTABLE TO:
Equity holders of the parent
Minority interests

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE

PARENT
— Basic and diluted

DIVIDEND PER SHARE

- 119 -

For the six months
ended 30 June

2007 2006

(Unaudited) (Unaudited)

Notes HKS$°000 HK$°000
3 11,958,417 8,907,134
(10,800,417) (7,899,0006)
1,158,000 1,008,128

101,884 90,013
(207,047) (151,362)
(454,888) (379,449)
(155,142) (126,504)

442,807 440,826
4 (119,361) (95,243)
306,098 (4,176)

5 629,544 341,407
6 (153,917) (135,951)
475,627 205,456

425,038 169,916

50,589 35,540

475,627 205,456

7 40.1 cents 16.0 cents
8 Nil Nil
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Condensed Consolidated Balance Sheet

30 June 2007

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties

Prepaid land premiums
Properties under development
Goodwill

Other intangible asset
Interests in associates
Available-for-sale investments
Deferred tax assets

Net investments in finance leases
Loans and receivables

Total non-current assets

CURRENT ASSETS

Inventories

Properties held for sale

Trade receivables

Bills receivable with full recourse
Net investments in finance leases
Loans and receivables

Prepaid land premiums

Prepayments, deposits and sundry receivables

Equity investments at fair value through

profit or loss
Pledged time deposits
Cash and cash equivalents

Total current assets
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Notes

10
11

30 June 31 December

2007 2006
(Unaudited) (Audited)
HK$°000 HK$°000
1,981,791 1,683,104
644,971 654,354
279,908 237,937
1,472,138 1,219,666
682,383 702,654
1,650 1,650
2,241,028 1,981,043
12,804 9,921
17,744 30,213
23,747 23,512
271,110 315,119
7,629,274 6,859,173
1,874,856 2,786,488
192,227 840,215
1,630,700 855,759
80,332 26,545
50,207 15,649
299,471 132,394
3,858 6,569
643,708 1,053,935
213,485 28,207
26,911 28,897
1,411,559 1,383,276
6,427,314 7,157,934
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30 June 31 December

2007 2006
(Unaudited) (Audited)
Notes HK$’000 HKS$°000
CURRENT LIABILITIES
Trade and bills payables 12 1,302,093 1,892,576
Sundry payables and accruals 1,240,768 1,865,182
Interest-bearing bank borrowings and other non
interest-bearing borrowing 2,824,909 2,231,438
Bills discounted with full recourse 80,332 26,545
Tax payable 252,655 248,374
Provisions 49,785 46,458
Total current liabilities 5,750,542 6,310,573
NET CURRENT ASSETS 676,772 847,361
TOTAL ASSETS LESS CURRENT LIABILITIES 8,306,046 7,706,534
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 1,454,488 1,412,648
Deferred tax liabilities 186,713 209,262
Total non-current liabilities 1,641,201 1,621,910
Net assets 6,664,845 6,084,624
EQUITY
Equity attributable to equity holders
of the parent
Issued capital 13 1,060,588 1,060,588
Reserves 5,226,412 4,679,022
Proposed final dividend - 31,818
6,287,000 5,771,428
Minority interests 377,845 313,196
Total equity 6,664,845 6,084,624
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Condensed Consolidated Statement of Changes in Equity
For the six months ended 30 June 2007

Reserves
Attributable to equity holders of the parent
Land and

Ordinary Share building ~ Warrant Exchange Proposed
share  premium revaluation subscription Reserve fluctuation  Retained final Minority Total
capital account reserve reserve funds reserve profits  dividend Total interests equity
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HKS$'000  HKS$'000  HKS$'000  HKS$'000  HKS$'000  HKS$'000  HKS'000  HKS$'000  HK$'000  HK$'000  HKS$'000
At 1 January 2006 1,060,520 2,732,898 12,011 36,971 61,836 17,849 1,377,545 31,816 5,331,446 317,520 5,648,966
Exchange adjustments - - - - - 81,092 - - 81,092 1,582 82,674
Profit for the period - - - - - - 169,916 - 169,916 35,540 205,456

Total income and expense
for the period - - - - - 81,092 169,916 - 251,008 37,122 288,130

Additions to minority interests
in investment in

subsidiaries - - - - - - - - - 4,112 4,112
Acquisition of minority
interests - - - - - - - - —(64010)  (64,010)
Advances from minority
interests - - - - - - - - - 22,426 22,426
2005 final dividend declared - - - - - - - (31,816)  (31.816) - (31,816)
Exercise of warrants 68 171 - (34) - - - - 205 - 205
Expiry of warrants - - - (36,937) - - 36,937 - - - -
Transfer from retained profits - - - - 1,519 - (1,519) - - - -
At 30 June 2006 1,060,588 2,733,069 12,0117 -1 633550 98,9417 1,582,879" ~ 5,550,843 317,170 5,868,013
Attributable to equity holders of the parent
Land and
Ordinary Share building Exchange Proposed
share  premium revaluation Reserve fluctuation  Retained final Minority Total
capital account reserve funds reserve profits dividend Total interests equity

(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HKS$'000 HKS$000 HKS$°000 HKS$'000 HKS$000 HKS$°000 HKS$'000 HKS$000 HK$°000 HKS$'000

At 1 January 2007 1,060,588 2,733,069 12,011 92,178 172,935 1,668,829 31,818 5,771,428 313,196 6,084,624
Share of reserves of an associate - - - (805) - - - (805) - (805)
Exchange adjustments - - - - 123,157 - - 123,157 10,540 133,697
Total income and expense for

the period recognized directly

in equity - - - (805) 123,157 - - 122,352 10,540 132,892
Profit for the period - - - - - 425,038 - 425,038 50,589 475,627
Total income and expense for the

period - - - (805) 123,157 425,038 - 547,390 61,129 608,519
Additions to minority interests in

investment in subsidiaries - - - - - - - - 10,406 10,406
Acquisition of minority interests - - - - - - - - (6,886) (6,886)
Disposals of items of land and

building - - (1,528) - - 1,528 - - - -
2006 final dividend declared - - - - - - (31,818) (31,818) - (31,818)
Transfer from retained profits - - - 330 - (330) - - - -
At 30 June 2007 1,060,588 2,733,069 10,483 91,703 296,092" 2,095,065 - 6,287,000 377,845 6,664,845

These reserve accounts comprise the consolidated reserves of HK$5,226,412,000 (30 June 2006:
HK$4,490,255,000) in the condensed consolidated balance sheet.

# The amount represented the land and building revaluation reserve of HK$10,483,000 (30 June 2006:
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.
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Condensed Consolidated Cash Flow Statement
For the six months ended 30 June 2007

NET CASH INFLOW FROM OPERATING
ACTIVITIES

NET CASH OUTFLOW FROM INVESTING
ACTIVITIES

NET CASH INFLOW/(OUTFLOW) FROM
FINANCING ACTIVITIES

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of period

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT
END OF PERIOD

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

Non-pledged time deposits with original maturity of

less than three months when acquired
Bank overdrafts
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For the six months
ended 30 June

2007 2006
(Unaudited) (Unaudited)
HKS$’000 HK$°000
24,682 1,299,101
(521,650) (688,535)
703,297 (368,9006)
206,329 241,660
1,145,999 1,291,156
30,713 5,709
1,383,041 1,538,525
1,221,015 1,556,086
190,544 33,445
(28,518) (51,0006)
1,383,041 1,538,525
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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 2006, except in relation to the following new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”, which also include HKASs and Interpretations) that
are applicable to the Group and are adopted for the first time for the current period’s condensed consolidated interim
financial statements:

HKAS 1 Amendment Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC)-Int 7 Applying the Restatement Approach under HKAS 29 Financial Reporting
in Hyperinflationary Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment

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.

The HKFRS 7 requires disclosures that enable users of the financial statements to evaluate the significance of
the Group’s financial instruments and the nature and extent of risks arising from those financial instruments and also
incorporates major disclosure requirements of HKAS 32.

The HK(IFRIC)-Int 7 addresses requirements of HKAS 29 in a reporting period in which an entity identifies
the existence of hyperinflation in the economy of its functional currency, when that economy was not
hyperinflationary in the prior period, and requires an entity to restate its financial statements in accordance with
HKAS 29.

The HK(IFRIC)-Int 8 addresses the application of HKFRS 2 to particular transactions in which the entity
cannot identify specifically some or all of the goods or services received.

The HK(IFRIC)-Int 9 addresses the application of HKAS 39 that an entity shall assess whether an embedded
derivative is required to be separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contract, and prohibits subsequent reassessment throughout the life of the contract except for
exceptional circumstances.

The HK(IFRIC)-Int 10 addresses the interaction between the requirements of HKAS 34 and the recognition of
impairment losses on goodwill in HKAS 36 and certain financial assets in HKAS 39 and that an entity shall not
reverse an impairment loss recognised in a previous interim period in respect of goodwill or an investment in either
an equity instrument or a financial asset carried at cost.

There was no material impact on the basis of preparation of the unaudited condensed consolidated balance
sheet and condensed consolidated income statement arising from the above-mentioned accounting standards.

2. 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.

HKAS 23 (Revised) Borrowing Costs

HKFRS 8 Operating Segments

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share Transactions
HK(IFRIC)-Int 12 Service Concession Arrangements
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The HKFRS 8 shall be applied for annual periods beginning on or after 1 January 2009. The standard
supersedes HKAS 14 Segment Reporting under which segments were identified and reported on the basis of a risk
and return analysis. Items were reported on the basis of the accounting policies used for external reporting. Under
HKFRS 8§, segments are components of an entity regularly reviewed by an entity’s chief operating decision-maker
or an authorised qualified staff of the entity. Items are reported based on internal reporting.

The HK(IFRIC)-Int 11, HK(IFRIC)-Int 12 and HKAS 23 (Revised) shall be applied for annual periods
beginning on or after 1 March 2007, 1 January 2008 and 1 January 2009, respectively.

The Group is in the process of making an assessment of the impact of these new and revised HKFRSs upon
initial application. So far, it has concluded that while the adoption of HKFRS 8 may result in new or amended
disclosures, these new and revised HKFRSs are unlikely to have a significant impact on the Group’s results of
operations and financial position.

3. SEGMENT INFORMATION

An analysis of the Group’s revenue and results by principal activities is as follows:

Revenue Results
For the six months For the six months
ended 30 June ended 30 June
2007 2006 2007 2006
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
HK3$°000 HK$°000 HK3$°000 HK$°000

Trading of motor vehicles and spare

parts and provision of after-sales

services 8,017,087 6,217,946 371,291 336,390
Trading of heavy equipment and

provision of product support

services 1,993,929 1,490,857 71,256 56,577
Property development and investment 824,780 569,705 3,672 50,632
General trading 1,110,267 661,791 8,153 18,366
Securities broking and trading 27,212 31,525 7,820 (6,839)
Money lending 16,863 6,594 2,540 749
Others 57,912 42,477 (20,992) (4,653)

12,048,050 9,020,895 443,740 451,222
Intersegment eliminations (89,633) (113,761) (933) (10,396)
11,958,417 8,907,134 442,807 440,826
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An analysis of the Group’s revenue by geographical area of operations is as follows:

Revenue
For the six months
ended 30 June

2007 2006
(Unaudited) (Unaudited)
HK$°000 HK3$’000

PRC:
Hong Kong 308,601 409,531
Mainland China 8,585,378 6,429,470
Other Asian regions 3,064,438 2,068,133
11,958,417 8,907,134

4. FINANCE COSTS

For the six months
ended 30 June

2007 2006
(Unaudited) (Unaudited)
HKS$’000 HK$°000

Interest on borrowings wholly repayable within five years:
Bank loans 50,723 58,433
Trust receipt loans 61,195 33,649
Bank overdrafts 7,443 3,161
Total interest 119,361 95,243

S. PROFIT BEFORE TAX

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

For the six months
ended 30 June

2007 2000
(Unaudited) (Unaudited)

HK$’000 HKS$°000
Depreciation of property, plant and equipment 82,667 62,138
Depreciation of investment properties 4,882 2,920
Recognition of prepaid land premiums 3,324 3,187
Release of goodwill upon sales of developed properties* 20,261 12,804
Impairment of trade receivables 13,989 14,199
Write-down of inventories to net realisable value 7,333 571
Fair value losses/(gains) on equity investments at fair value through

profit or loss, net (69) 11,957

Dividend income from listed investments (4,749) (8,581)
Gain on disposal of items of property, plant and equipment (26,018) 67)
Net rental income (20,172) (17,123)
Interest income (40,991) (28,856)
Net gains on dealing in listed investments (13,155) (15,968)
* Goodwill arising on acquisitions of subsidiaries whose principal activity is 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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6. TAX

Hong Kong profits tax has been provided at the rate of 17.5% (2006: 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, based on existing legislation, interpretations and practices

in respect thereof.

For the six months
ended 30 June

2007 2006
(Unaudited) (Unaudited)
HKS$°000 HKS$°000
Income tax
Current:
Hong Kong 2,040 3,803
Elsewhere 149,262 139,675
Land appreciation tax 1,758 -
Deferred 857 (7,527)
Total tax charge for the period 153,917 135,951

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:

For the six months
ended 30 June

2007 2006

(Unaudited) (Unaudited)

HK$°000 HK3$°000

Profit before tax 629,544 341,407
Tax charge at Hong Kong statutory tax rate 110,170 59,746

Tax effect arising from tax rate differences with overseas subsidiaries

and associates 95,553 50,661
Tax effect of non taxable income (6,138) (3,299)
Tax effect of non deductible expenses 26,355 2,030
Utilisation of tax losses (12,897) (6,381)
Tax losses not recognised 15,342 8,377
Tax effect of profits and losses attributable to associates (86,173) 731
Tax adjustments of timing differences, net 10,527 24,086
Land appreciation tax 1,758 -
Tax effect of land appreciation tax (580) -
Tax charge at the Group’s effective rate 153,917 135,951

The share of tax attributable to associates amounting to HK$143,883,000 (2006: HK$17,502,000) is included
in “Share of profits and losses of associates” on the face of the condensed consolidated income statement.
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7. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculations of basic and diluted earnings per Share for the six months ended 30 June 2007 and 2006 are
based on:

For the six months
ended 30 June

2007 2006
(Unaudited) (Unaudited)
HK$°000 HK3$°000
Earnings
Profit attributable to ordinary equity holders of the parent
for the period, used in the basic and diluted earnings
per Share calculations 425,038 169,916

Number of shares
2007 2006
(Unaudited) (Unaudited)

Shares

Weighted average number of Shares in issue during the period used in
basic earnings per Share calculation 1,060,588,288 1,060,528,906

As the subscription prices of the Options outstanding during the six months ended 30 June 2007 and 2006 were
higher than the respective average market prices of the Shares during these periods, there was no dilution effect on
the basic earnings per Share.

8. DIVIDEND

At a meeting of the Board held on 20 September 2007, the Directors resolved not to pay an interim dividend
to Shareholders for the six months ended 30 June 2007 (2006: Nil).

9. INVENTORIES

30 June 31 December

2007 2006

(Unaudited) (Audited)

HKS$’000 HK$°000

Motor vehicles and spare parts 1,177,170 1,781,476
Heavy equipment and spare parts 695,110 1,005,012
Others 2,576 -
1,874,856 2,786,488
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10.

11.

PROPERTIES HELD FOR SALE

30 June
2007
(Unaudited)
HKS$°000

Properties held for sale, at cost 192,227

31 December
2006
(Audited)
HK$°000

840,215

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:

12.

30 June 31 December

2007 2006

(Unaudited) (Audited)

HKS$’000 HK$°000

Current 1,409,594 613,089
0 — 3 months 196,587 230,735
4 — 6 months 20,331 8,154
7 — 12 months 4,188 2,720
Over 1 year - 1,061
1,630,700 855,759

TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the balance sheet date, based on the payment due date,

is as follows:

30 June 31 December

2007 2006

(Unaudited) (Audited)

HK3$°000 HK$°000

Current 1,192,339 1,517,970
0 — 3 months 55,680 305,029
4 — 6 months 54,074 69,577
1,302,093 1,892,576

Included in the trade and bills payables are trade payables of HK$639,465,000 (31 December 2006:
HK$668,071,000) due to associates which are repayable within 15 days, which represents similar credit terms to
those offered by the associates to their major customers. The trade payables are non interest-bearing and are normally
settled on 60-day terms.
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13. SHARE CAPITAL

30 June 31 December

2007 2006
(Unaudited) (Audited)
HK$°000 HK3$’000
Authorised:
2,000,000,000 Shares 2,000,000 2,000,000
Issued and fully paid:
1,060,588,288 (2006: 1,060,588,288) Shares 1,060,588 1,060,588

14. CONTINGENT LIABILITIES

At 30 June 2007, the Group had contingent liabilities in respect of performance guarantees given to banks for
certain customers amounting to HK$139,340,000 (31 December 2006: HK$120,640,000).

15. 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 2007, the Group had total future minimum lease receivables under non-cancellable operating
leases with its tenants falling due as follows:

30 June 31 December

2007 2006

(Unaudited) (Audited)

HK3$’000 HK$’000

Within one year 51,904 28,507
In the second to fifth years, inclusive 95,683 57,216
147,587 85,723

(b)  As lessee

The Group leases certain of its office properties under operating lease arrangements. At 30 June 2007,
the Group had total future minimum payments under non-cancellable operating leases falling due as follows:

30 June 31 December

2007 2006

(Unaudited) (Audited)

HKS$°000 HK$°000

Within one year 48,255 56,902
In the second to fifth years, inclusive 139,607 122,402
Beyond five years 115,649 89,319
303,511 268,623
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16. COMMITMENTS

In addition to the operating lease commitments detailed in note 15(b) above, the Group had the following
capital commitments at the balance sheet date:

30 June 31 December

2007 2006
(Unaudited) (Audited)
HKS$°000 HK$°000

Capital commitments:
Contracted, but not provided for 1,000,187 1,096,113
Authorised, but not contracted for 320,346 142,525
1,320,533 1,238,638

17. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in these condensed consolidated interim financial
statements, the Group had the following material transactions with related parties during the period:

(1) In 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
approximately 2% of the transaction value. In the prior period, service revenue was recorded by
the Group of HK$34,790,000 while no service revenue was recorded by the Group during the
period. As at 31 December 2006, the balance owing from MBCL was HK$135,499,000 which was
unsecured, interest-free and was repayable on similar terms to those offered to the major
customers of the Group. As at 30 June 2007, no balance owing from MBCL was recorded by the
Group.

(i)  The purchases from certain associates of the Group of HK$6,525,078,000 (2006: Nil) were made
according to the published prices and conditions offered by the associates to their major
customers.

(iii)  Rental income received from an associate of the Group of HK$9,338,000 (2006: Nil) was based
on the market rate.

(iv)  Pre-delivery inspection contracted services income received from an associate of the Group of
HK$14,921,000 (2006: Nil) was based on the market rate.

(b)  Details of the Group’s trade balances with its associates as at the balance sheet date are disclosed in note
12 to the condensed consolidated interim financial statements.

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

For the six months
ended 30 June

2007 2006

(Unaudited) (Unaudited)

HKS$°000 HKS$°000

Short term employee benefits 14,928 12,389
Post-employment benefits 266 756
Total compensation paid to key management personnel 15,194 13,145
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18. 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.

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 formulating detailed credit policies, performing 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 People’s Republic of China and its balance sheet, including a portion
of its bank loans denominated in US$, can be affected by movements in the RMB/HK$ and RMB/US$
exchange rates. As the HK$ is pegged to the US$, the Group does not expect significant movements in the
exchange rates.

19. POST BALANCE SHEET EVENT

The Board published the Preliminary Announcement on 24 July 2007 regarding a possible privatisation of the
Company. The Company received a letter dated 23 July 2007 (the “Letter”) from a substantial Shareholder, Amerdale
Investments, which has expressed an interest to put forward a privatisation proposal for the Company which if
successful would lead to a withdrawal of the listing of the Shares on the Stock Exchange. In the Letter, Amerdale
Investments has informed the Company that another substantial Shareholder, Victon Investment, has indicated an
intention to join Amerdale Investments in making a possible privatisation proposal. There is no certainty that any
offer will be made. The Company understands from the substantial Shareholders that, if made, a privatisation offer
is likely to be made in the next four months from the date of the Preliminary Announcement. The Company will make
further announcements regarding the privatisation proposal as and when appropriate or required by applicable rules
and regulations.

20. APPROVAL OF THE INTERIM FINANCIAL STATEMENTS

The condensed consolidated interim financial statements were approved and authorised for issue by the Board
on 20 September 2007.
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4. STATEMENT OF ADJUSTED CONSOLIDATED NET TANGIBLE ASSET
VALUE

Set out below is a statement of the unaudited adjusted consolidated net tangible asset

value of the Group based on the unaudited consolidated net assets of the Group as at 30 June

2007 and the purpose of which is for reference only:

HKS$°000

Consolidated net tangible asset value as at 30 June 2007 5,373,278
Adjustments:
Net additions of net book values of properties during the period

from 1 July 2007 to 31 October 2007 307,067
Net surplus arising from the valuations of property interests

attributable to ordinary equity holders of the Company as at

31 October 2007 net of tax adjustments (Notes I and 2) 578,195
Adjusted consolidated net tangible asset value 6,258,540
Notes:

1.

Valuations for properties situated outside Hong Kong as expressed in local currencies are converted at
the following rates, being the rates prevailing at the date of valuation.

Renminbi 1.00 = HKS$1.0410
Korean Won 1.00 = HK$0.0088
New Taiwan Dollars 1.00 = HK$0.2395
Singapore Dollars 1.00 = HK$5.3678
Vietnamese Dong 1,000 = HK$0.4870

For Hong Kong, the tax liabilities comprise profits tax at 17.5% for sales of property in Hong Kong
which is held with intention for sale. For sales of land and property in PRC, the tax liabilities comprise
business tax at 5%, town construction tax at 1% of the business tax, education addition fee at 3% of the
business tax, land value added tax at progressive tax rates ranging from 30% to 60%, stamp duty at
0.05% and corporation income tax at 25%. There is less likelihood of crystallising this tax effect as the
Group has no intention for immediate disposal of its land and property interests in PRC except for those
properties which are held for sale under Property Division. On the other hand, potential tax liabilities
attributable to the Group estimated to be HK$310,705,000 would arise for the properties held
respectively for use in the ordinary course of business and for sale.

For Korea, the tax liabilities comprise corporation income tax at progressive tax rates ranging from
14.3% to 27.5% for sales of land and property in Korea. Potential tax liabilities attributable to the Group
estimated to be HK$83,076,000 would arise for properties held for use in the ordinary course of business
and held for sale.

For Taiwan, the tax liabilities comprise land value added tax at progressive tax rates ranging from 20%
to 40% and profit-seeking enterprise income tax at 25% for sales of land and property in Taiwan. There
is less likelihood of crystallising this tax effect as the Group has no intention for immediate disposal of
its land and property interests in Taiwan. On the other hand, potential tax liabilities attributable to the
Group estimated to be HK$833,000 would arise for the properties held for use in the ordinary course
of business.
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For Singapore, the tax liabilities comprise corporation income tax at 20% for sales of land and property
in Singapore which is held with intention for sale. There is less likelihood of crystallising this tax effect
as the Group has no intention for immediate disposal of its land and property interests in Singapore. On
the other hand, potential tax liabilities attributable to the Group estimated to be HK$3,756,000 would
arise for the properties held for use in the ordinary course of business.

For Vietnam, the tax liabilities comprise corporation income tax at 28% for sales of land and property
in Vietnam. There is less likelihood of crystallising this tax effect as the Group has no intention for
immediate disposal of its land and property interests in Vietnam. On the other hand, potential tax assets
attributable to the Group estimated to be HK$1,091,000 would arise for the properties held for use in
the ordinary course of business.

5. INDEBTEDNESS

At the close of business on 31 October 2007, being the latest practicable date for the
purpose of this indebtedness statement prior to the printing of this document, the Group had
contingent liabilities in respect of performance guarantees given to banks for certain customers
of approximately HKS$130,415,000 and aggregate outstanding bank borrowings of
approximately HK$5,226,218,000, comprising the following:

(i) unsecured bank loans of approximately HK$3,971,916,000;

(ii) unsecured bank overdrafts of approximately HK$230,578,000;

(iii) unsecured trust receipt loans of approximately HK$976,984,000; and

(iv) bills discounted with recourse of approximately HK$46,740,000.

The Group’s banking facilities at 31 October 2007 were provided under the corporate
guarantees executed by the Company and certain subsidiaries of the Company, as well as
corporate guarantees executed by the minority shareholders of certain subsidiaries of the
Company.

Save as aforesaid, as at the close of business on 31 October 2007, the Group did not have
any outstanding loan capital issued and outstanding or agreed to be issued, bank overdrafts,
loans or other similar indebtedness, liabilities under debentures, mortgage, charges, finance

lease commitments, guarantees or other material contingent liabilities.

For the purpose of the above indebtedness statement, foreign currency amounts have been
translated into Hong Kong dollars at the approximate exchange rates prevailing at the close of
business on 31 October 2007. The Directors have confirmed that there had been no material

change in the Group’s indebtedness and contingent liability position since 31 October 2007.

— 134 -



APPENDIX I FINANCIAL INFORMATION RELATING TO THE GROUP

6. MATERIAL CHANGES

The Directors confirm that save as disclosed in the interim results of the Group for the
six months ended 30 June 2007 as set out under section 3 of this Appendix I in relation to the
contingent liabilities and commitments of the Group, related party transactions entered into by
the Group and the profit attributable to equity holders of the Company, as further discussed
below, or as otherwise disclosed in this document, there were no material changes in the
financial or trading position or outlook of the Group since 31 December 2006, being the date
to which the last published audited consolidated financial statements of the Company were
made up, up to the Latest Practicable Date.

The contingent liabilities as of 30 June 2007 represented an increase of HK$18,700,000
as compared to 31 December 2006. The increase was mainly attributable to increase in
performance guarantees given to banks for certain customers as a resulting of increased
businesses. The commitments as of 30 June 2007 represented an increase of HK$81,895,000
as compared to 31 December 2006. The increase was mainly attributable to increase in
authorised capital commitments but not yet contracted. The related party transactions for the
six months ended 30 June 2007 represented a decrease of HK$1,188,597,000 as compared to
31 December 2006, the decrease was mainly due to comparison between half year and full year.
On the other hand, it was an increase of HK$6,516,596,000 as compared to same period last
year. The increase was mainly due to purchases from certain associates for the six months
ended 30 June 2007.

The profit attributable to equity holders of the Company for the six months ended 30 June
2007 was HK$425,038,000. As of 30 June 2007, the equity attributable to equity holders of the
Company represented an increase of HK$515,572,000 as compared to 31 December 2006. The

increase was mainly the results of profit for the period and exchange fluctuation reserve.

- 135 -



APPENDIX |1 PROPERTY VALUATION — HONG KONG AND CHINA

#
ccqz

Chung,Chan
& Associates

Chartered Surveyors

Professional Valuers of all types of Property, Business and Assets,
Plant, Machinery and Equipment

Professional Real Estate Advisers

29 January 2008

The Directors,

Lei Shing Hong Limited,

8th Floor, New World Tower I,
18 Queen’s Road Central,
Hong Kong

Dear Sirs,

RE: VALUATION OF PROPERTY INTERESTS OF LEI SHING HONG LIMITED
AND ITS SUBSIDIARIES IN HONG KONG AND THE PEOPLE’'S REPUBLIC
OF CHINA.

In accordance with your instructions to value the property interests held by Lei Shing
Hong Limited (the “Company”) and its subsidiaries (hereinafter together referred to as the
“Group™) in Hong Kong and the People’s Republic of China (the “PRC”), we have carried out
inspections, made relevant enquiries and have obtained such further information as we consider
necessary for the purpose of providing you with our opinion of the capital values of the
properties as at 31 October 2007, (the “date of valuation”) for inclusion in the circular of the
Company dated 29 January 2008. Our valuations undertaken herein are in compliance with the
requirements as set out in Chapter 5 and Practice Note 12 of the Rules governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited.

Our valuation of each of the above property interests is our opinion of its market value
which, in accordance with the Valuation Standards on Properties (First Edition 2005) as laid
down by the Hong Kong Institute of Surveyors (HKIS) and the Appraisal and Valuation
Standards (5th Edition) as published by the Royal Institution of Chartered Surveyors (RICS),
is defined as intended to mean “the estimated amount for which a property should exchange on
the date of valuation between awilling buyer and awilling seller in an arm’s-length transaction
after proper marketing wherein the parties had each acted knowledgeably, prudently and
without compulsion”.

Our valuations have been made on the assumption that the owners sell the property
interests on the market in their existing state without the benefit of a deferred terms contract,
sale and leaseback, joint venture, unusual financing, management agreement, concessionary
engagement or any similar arrangement which would serve to enhance, affect or diminish the
values of the properties. In addition, no account is taken of any option or pre-emptive right
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relating to or affecting the sale of the properties and no forced sale in any form in respect of
the properties has been assumed in our valuations.

As at 31 October 2007, 26 of the properties including the property in Hong Kong i.e.
Property no. 1, and those 25 properties in the PRC are held or occupied by the Group. Eight
of the properties are tenanted while 9 properties are under development with the earliest
completion date in about a month’s time and the latest date during the second quarter of 2008.
Five of the properties are vacant land awaiting to be developed or held for future development
whilst five are completed properties for sale. Three of the properties are rented by the Group
while two other properties are subject to joint-venture agreements.

Those properties which are owner-occupied or vacant or completed properties awaiting to
be disposed of have been valued on the basis of their market values on the assumption that
vacant possession will be available in the event of a sale or transfer whilst those properties
which are tenanted or subject to leases have been valued on the basis of their market values
subject to the existing tenancies or leases, the aforementioned bases of valuation having regard
to market comparables wherever possible.

In valuing some of the properties which are occupied or used as motor vehicle showrooms
and services centres and as well as industrial premises for construction machines, etc. both with
ancillary offices occupied respectively by the automobile and machinery divisions of the
Group, we have adopted the market approach in valuing the land portion of these properties and
the depreciated replacement cost approach in assessing the buildings and structures erected or
being constructed on the land. In valuing the land portion of these properties, regard is had to
market comparables of similar types of land in the respective localities with adjustments made
to reflect differences in location, size and nature of the land as well as other relevant factors
affecting values.

Due to the nature of the undertakings in respect of the aforementioned properties,
including their locations, and the fact that the buildings and structures were specially designed
and built to accommodate the existing businesses or operations, the subject properties are
considered to be specialised properties for which there is no readily identifiable market or there
is a lack of demand or market in isolation from the undertakings using them. In view of the
aforesaid comments, the buildings and structures in respect of these properties have been
valued on the basis of depreciated replacement cost.

Depreciated Replacement Cost (DRC) is defined as the current cost of replacement of a
property less deductions for physical deterioration and all relevant forms of obsolescence and
optimisation relating to and affecting the property.

It is generally accepted that this basis of valuation provides the most reliable indication
of value for the property in the absence of an established market.

However, when applying the DRC as a basis of valuation, we would advise that the
market value of the property is likely to be lower upon cessation of the existing business and
operation than it is at the date of valuation.
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Whilst the majority of the properties are completed buildings occupying their respective
parcels of land or form parts of completed developments, nine of the properties are under
development and construction. Two of these properties which are under the Group’s property
division comprise Properties nos. 48 and 51. Property no. 48 is known as Phases 3 and 4 of
Starcrest. As at the date of valuation, two of the buildings up to at least 10 storeys high are
being built. Both phases of this development have been valued on the basis of their market
values on the assumption that vacant possession will be available in the event of a sale or
transfer whilst account is taken of completed construction works and related project works as
well as related costs which had been expended up till the date of valuation. Our valuation of
the subject property is on the basis that the property will be developed and completed as soon
as practicable in accordance with the Group’s development proposals and that the development
will be satisfactorily completed and an occupation permit or letter of compliance or equivalent
permit will be issued upon completion in due course.

The other property, i.e. Property no. 51 comprises three multi-storey office towers, known
as LSH Plaza, with construction having reached superstructure level and with glass curtain
walls to the exterior of the buildings being installed as at the date of valuation. Our valuation
of this property is on the basis that the property will be developed and the construction works
completed as soon as practicable in accordance with the Group’s development proposals and
that the development will be satisfactorily completed and an occupation permit or letter of
compliance or equivalent permit will be issued upon completion in due course. We are advised
by the Group that the completion of the project is expected to be around the second quarter of
2008.

We would advise that the titles in respect of two of the properties, namely Properties nos.
10 and 11 are unclear and as at the date of valuation, it is difficult to resolve the legal issue
and outstanding issues or ascertain the time required to resolve such issues. Accordingly, our
valuations of these two properties are on the basis that they have no market values or
commercial values as at the date of valuation.

As mentioned, three properties namely Properties nos. 4, 25 and 26 are, as at the date of
valuation, rented by the Group while two other properties are subject to joint-venture
agreements (i.e. Properties nos. 11 and 24). In view of the fact that the Group does not have
vested legal titles to these properties and also the fact that there are no provisions for
sub-letting and in the absence of substantial profit rents which may be derived from the
existing lettings, no commercial values are attributable to these properties for the Group. With
regard to the two properties which are under joint-ventures, the Group also does not have
vested legal title to these properties and having regard to the terms and conditions of the
joint-venture agreements, no commercial values are attributable to the properties for the Group.

With regard to Properties nos. 5, 41 and 55, one of the salient conditions of the
State-owned Land Use Sales Contract in respect of each of the properties specifies that in the
event that the development of each property exceeds 25% of the total development investment
outlay, the property can be transferred, leased or mortgaged. However, as each of the properties
is, as at the date of valuation, a parcel of vacant land and as the development of each of the
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properties is less than 25% of the total development investment outlay, the right to transfer is
not permitted and on this basis these three properties are not capable of being transferred.
Accordingly, our valuation of these properties is on the basis that they have no commercial

value.

We have relied to a very considerable extent on information given by the Group and have
accepted advice given to us in relation to planning and construction approvals, statutory
notices, easements, tenure, completion dates of construction of the buildings where the
properties comprise units, car parking spaces or portions of completed buildings, agreements
or contracts, particulars of occupancy including details of tenancies or leases, land areas or site
areas, gross floor areas and proposed gross floor areas, construction costs as well as other
relevant matters.

We have conducted title searches at the Land Registry in Hong Kong for property no. 1
and we have been provided with copies of State-owned Land Use Sales Contracts and other
contracts, State-owned Land Use Certificates, Construction Land Use Planning Permits,
Construction Project Planning Permits, Construction Project Works Permits, Certificates of
Real Estate Ownership and other documents relating to those properties in the PRC i.e.
Properties nos. 2 to 58. Whilst some of the copies of documents show the ownership of the
properties, we however, have not inspected the original documents to verify ownership or to
ascertain the existence of any lease amendments which do not appear on the copies provided
to us.

All copies of agreements or contracts, certificates, permits and other documents relating
to the various property interests have been used as reference only. All dimensions,
measurements and areas, including land areas or site areas, gross floor areas and proposed
gross floor areas, as stated in our valuation certificate, are approximate and are based on
information provided to us by the Group. Such information, which are either in the form of
copies of agreements or contracts, certificates, permits or other documents are assumed to be
correct. No on-site measurements have been taken or carried out to determine the land areas,
floor areas or proposed floor areas of the properties or to verify their correctness.

In preparing our valuation of those properties in the PRC (Properties nos. 2 to 58), we
have assumed that the land use rights of the properties, with the exception of Properties Nos.
4, 5, 10, 11, 24, 25, 26, 41 and 55, are transferable and that unless otherwise stated, any
premium payable has already been fully paid or will be fully paid. We have also assumed that
all approvals, consents, certificates, permits and licences from the relevant Government
authorities for the properties have been or will be granted without any onerous conditions or
undue delay which might affect the values of the properties. However, Properties nos. 4, 25 and
26 are properties rented by the Group and are properties in which the Group does not have
vested legal title and therefore the question of whether or not they could be transferred does
not exist. Properties nos. 11 and 24 are, on the other hand, properties under joint-ventures in
which the Group also does not have legal titles to the properties and therefore not entitled to
transfer them. The status on whether or not Properties nos. 5, 41 and 55 can be transferred is
stated in the previous paragraph.
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We have relied on advice given by the Group which has advised us that it has sought legal
advice from its PRC legal advisers on PRC law, Commerce and Finance Law Office, regarding
the legality and validity of the various agreements or contracts and documents relating to the
purchase, development, use and sale of a number of the properties and the interest of the Group
in the properties. For the purpose of our valuations, we have assumed and have relied on legal
advice given by the Group’s PRC lawyer that the titles in respect of the properties other than
those mentioned above, whether vested in the Group or pending, are legally enforceable.

In addition, we have relied on the legal opinions of the Group’s PRC lawyer that the
Group has free and uninterrupted rights to use, assign, transfer, lease or mortgage the majority
of the properties in the PRC for the unexpired term of the granted leases and that all costs
relating to the acquisition of the properties have been or will be paid in full.

All the information provided to us by the Group, which are pertinent to our valuations,
are believed to be true and accurate and it is assumed that no material facts have been omitted
from the information provided to us.

We are instructed to express our opinion on the market values of the property interests and
in the capacity of an external valuer, have not undertaken any building survey to report on the
condition or state of repair of the buildings and structures accommodating or comprising parts
of the properties which are completed properties or properties under construction as at the date
of valuation although in the course of our inspections, we did not note any serious defects.
However, we must advise that we cannot express an opinion about or give advice on the
condition of the uninspected parts of the aforementioned properties or report on whether or not
those parts of the properties which are concealed, unexposed or inaccessible are free of rot,
infestation or other structural defects, whether latent or otherwise. For the purpose of our
valuations, the aforesaid parts of the properties are assumed to be in a good state of repair and
condition and this report should not be construed as making any implied representation or
statement about the conditions of such parts. None of the services in respect of the properties
has been tested.

We have not arranged for any investigation to be conducted or tests to be carried out to
determine whether or not any deleterious or hazardous materials have been used in the
construction of the various buildings accommodating the properties or forming parts of the
properties, or whether such materials have since been incorporated, and we are therefore unable
to report that the buildings and structures are free from such risk. However, for the purpose of
our valuations, we have assumed that should such an investigation be carried out it would not

reveal the presence of any such materials to any significant extent.

We would advise that we have not conducted any site investigations or carried out any
tests to determine the suitability of any of the parcels of land for development or that have been
developed or being developed and our valuations of these properties have been prepared on the
basis that there are no adverse ground or soil conditions that would affect construction or
building costs or the time required to complete those projects which have been completed or
are under construction or any proposed scheme on any of the parcels of land which form part
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of the portfolio of properties which are being valued. Our valuations of these properties are
also on the basis that services such as electricity, water and gas as well as drainage, sewage
disposal, internal roads, telecommunication services and other facilities will be provided to the
newly completed projects or projects which are under construction or to any proposed scheme
upon completion in due course. Our valuations of the properties do not allow for
contamination, if any, of the various parcels of land which are vacant, under construction or
have been developed and this report does not make allowance for such a factor in respect of
any of the properties due to possible past usage of the lands.

No allowances have been made in our valuations for any charges, mortgages or amounts
owing on the property interests and neither has any allowance been made for any liability to
taxation on sale or any expenses which may be incurred in effecting a sale. Unless otherwise
stated, it is assumed that the properties are free from encumbrances, restrictions and outgoings

of an onerous nature which could affect their values.

In accordance with your instructions, we are required to express our opinion on the
market value of the property interest in Hong Kong (Property no. 1) in the local currency i.e.
Hong Kong Dollars and the market values of those properties in the PRC (Properties nos. 2 to
58) in the local currency i.e. Renminbi.

We attach herewith a summary of the market values in respect of the properties and our

valuation certificates.

Yours faithfully,
CHUNG, CHAN & ASSOCIATES
Peter C. K. Chung
FRICS, FHKIS, MIS(M), PDABV

Note: Mr. Peter Chung is a Chartered Surveyor, a Fellow of the Royal Institution of Chartered Surveyors and a
Fellow of the Hong Kong Institute of Surveyors, and has been conducting professional valuations of property
and other assets as well as providing professional advisory work in Hong Kong, mainland China, the Asia
Pacific region, Europe and America for over 25 years. He has more than 15 years experience in the valuation
of properties in the PRC.
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SUMMARY OF VALUES

Property in Hong Kong

Unit D on 9th Floor,

and Car Parking Space No. 42 on
Ground Floor,

Blocks C & D,

Medallion Heights,

No. 45 Conduit Road,

Hong Kong.

Property in the PRC

Units 703A and 703B on 7th Level,
Citic Building,

Jin Sha East Road,

Long Hu District,

Shantou,

Guangdong Province,

PRC.

Nos. 939 and 989 Huqingping Highway,

Minhang District,
Shanghai,
PRC.

Classification of
Property

Property held for

owner occupation

Total

Classification of
Property

Property held for
investment

Property held partly
for owner
occupation and
partly for investment

— 142

Market value
in existing
state as at

31 October 2007
(HK3)

16,500,000

16,500,000

Market value
in existing
state as at

31 October 2007
(RMB)

2,350,000

125,810,000
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Property in the PRC

Ist to 3rd Levels,

Hangxing Building,

Xiamen Gaoqi International Airport,
Huli District,

Xiamen,

Fujian Province,

PRC.

Land situated at Nanbu Industrial Zone,
Haicang District,

Xiamen,

Fujian Province,

PRC.

No. 1500 Donghuan South Road,
(Wudong Road),

Guoxiang Jie Dao,

Wuzhong District,

Suzhou,

Jiangsu Province,

PRC.

No. 888 Xiyi Main Road,
Hude Industrial Park,
Hude Zhen, Binhu District,
Wuxi,

Jiangsu Province,

PRC.

No. 2 Luda Road,
Liuzao Zhen,

Nanhui Area,

Pudong New District,
Shanghai,

PRC.

Classification of
Property

Rented property

Property held for

future development

Property held for
owner occupation

Property held for
owner occupation

Property under

development
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Market value
in existing
state as at

31 October 2007
(RMB)

No commercial

value

No commercial

value

15,300,000

16,000,000

25,050,000
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10.

1.

12.

13.

Property in the PRC

No. 6 Huazhong Road,
Xiacheng District,
Hangzhou,

Zhejiang Province,
PRC.

No. 28 Ningnan Avenue,

Ningnan Automobile Trading Area,
Yuhuatai District,

Nanjing,

Jiangsu Province,

PRC.

No. 518 Yingbin Zhong Dadao,
Nanchang,

Jiangxi Province,

PRC.

No. 285 Gangao Road,

Wai Gao Qiao Free Trade Zone,
Pudong,

Shanghai,

PRC.

Ist Level, No. 195 Xiangian West
Street and 2nd and 3rd Levels,
No. 8-207 Xiang Xie Street,
Beitang District,

Wuxi,

Jiangsu Province,

PRC.

Classification of
Property

Property held for
owner occupation

Property held for
owner occupation
(Title of property
unclear)

Joint venture property

(Title of property
unclear)

Property held for

investment

Property held for
owner occupation
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Market value
in existing
state as at

31 October 2007
(RMB)

19,310,000

No commercial

value

No commercial

value

54,550,000

18,100,000
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14.

15.

16.

17.

18.

Property in the PRC

No. 101, Lane 0103,

Shiqi Jiedao,

(No. 183 Yinxian Main Road),
Yinzhou District,

Ningbo,

Zhejiang Province,

PRC.

Unit A, 7th Level,
Zhao Feng Building,
No. 9, Lane 396,
Changning Road,
Changning District,
Shanghai,

PRC.

Units 101, 102, 201, 202, 301 and 302,
Ist to 3rd Levels,

Block 16,

Whole of 2nd and 3rd Levels,

Block 24, Jingyuan Apartments,

Lane 1765, Nos. 1-64 Hongqiao Road,
Changning District,

Shanghai,

PRC.

No. 75 Haibin Fifth Road,
Tianjin Port Free Trade Zone,
Tanggu,

Tianjin,

PRC.

Units 1121-1126, 12th Floor,
Block 1, Bo Ning Garden,
No. 6 Zaoying North Lane,
Chaoyang District,

Beijing,

PRC.

Classification of
Property

Property held for

owner occupation

Property held for

owner occupation

Property held for
owner occupation

Property held partly
for investment and
partly for owner

occupation

Property held for
owner occupation
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Market value
in existing
state as at

31 October 2007
(RMB)

21,700,000

2,050,000

14,700,000

67,000,000

11,000,000
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19.

20.

21.

22.

23.

Property in the PRC

No. 19 Haitian Road,
Dalian Free Trade Zone,
Dalian,

Liaoning Province,
PRC.

Land situated at Nos. 508-516
Huabei Road, Nanguanling Village,
Ganjingzi District,

Dalian,

Liaoning Province,
PRC.

Industrial premises situated at

5 and 12 Zu, Helin Village,
Longtan City Industry Concentrate
Development Zone,

Chenghua District,

Chengdu,

Sichuan Province,

PRC.

No. 6 Wenhuayuan East Road,
Beijing International Automobile
Exhibition Centre,

Beijing Economic and Technological

Development Area,
Beijing,
PRC.

Property situated at Hailar West Street,

Lifeng Automobile Cultural Plaza,
Hohhot,

Inner Mongolia Autonomous Region,

PRC.

Classification of
Property

Property held for
investment

Property held for
future development

Phase 1 of property

under development.

Phase 2 held for
future development

Property held for
owner occupation

Property held for
owner occupation
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Market value
in existing
state as at

31 October 2007
(RMB)

31,950,000

7,950,000

19,900,000

32,350,000

5,100,000
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24.

25.

26.

27.

28.

29.

Property in the PRC

No. 2 East Laiguangying Road,
Chaoyang District,

Beijing,

PRC.

No. 54 Harbin Road,
Sifang District,
Qingdao,

Shandong Province,
PRC.

No. 60-1 Gongye South Road,
Lixia District,

Jinan,

Shangdong Province,

PRC.

No. 201 Zhongnan Road,
Zhongshan District,
Dalian,

Liaoning Province,
PRC.

No. 443 Chengxiang Road,
Daoli District,

Harbin,

Heilongjiang Province,
PRC.

No. 48 Fengcheng 5th Road,
Xi’an Economic and Technological
Development Area,

Xi’an,

Shaanxi Province,

PRC.

Classification of
Property

Joint venture property

Rented property

Rented property

Property held for

owner occupation

Property held for
owner occupation

Property held for
owner occupation
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Market value
in existing
state as at

31 October 2007

(RMB)

No commercial

value

No commercial

value

No commercial

value

27,500,000

14,900,000

16,850,000
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30.

31.

32.

33.

34.

Property in the PRC

No. 7 Kehuan Road,
Hunnan New District,
Shenyang,

Liaoning Province,
PRC.

Shop 6A, 1st and Mezzanine Levels,
Block 10, Bei Shi Jia Yuan,

No. 10 Beisanjing Street,

Heping District,

Shenyang,

Liaoning Province,

PRC.

No. 28 Huanhe North Road,

Tianjin Airport Logistics Process Area,
Dongli District,

Tianjin,

PRC.

No. 2828 Dongnanhu Main Road,
Changchun Economic and
Technological Development Zone,
Changchun,

Jilin Province,

PRC.

Property situated on the west of
Airport Road,

Dong Mo Tang Village,

Laishan District,

Yantai,

Shandong Province,

PRC.

Classification of
Property

Property held for

owner occupation

Property held for
owner occupation

Property held for
owner occupation

Property held for
owner occupation

Property under
development
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Market value
in existing
state as at

31 October 2007
(RMB)

35,500,000

9,950,000

17,750,000

17,550,000

9,100,000
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35.

36.

37.

38.

39.

Property in the PRC

No. 3 Fuyou Street,
Tianzhu Zhen,
Shunyi District,
Beijing,

PRC.

No. 105 Zhongya Main Road,
Urumgqi Economic and Technological
Development Zone,

Urumgqi,

Xinjiang Uygur Autonomous Region,
PRC.

Jiangyang Industrial Park,
No. 2 Shugang West Road,
Weiyang District,
Yangzhou,

Jiangsu Province,

PRC.

No. 2299 Tian Yuan Dong Road,
Jiangning Science Park,
Jiangning District,

Nanjing,

Jiangsu Province,

PRC.

No. 432 Kuntai Road,
Zhoushi Zhen,
Kunshan,

Jiangsu Province,
PRC.

Classification of
Property

Property under
development

Property held for

owner occupation

Property held for
owner occupation

Property held for

owner occupation

Property held for
owner occupation
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Market value

in existing
state as at

31 October 2007

(RMB)

46,600,000

15,300,000

32,490,000

30,900,000

38,280,000
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40.

41.

42.

43.

Property in the PRC

Units 603, 605, 606, 802, 805, 905 and
906, Block A,

Units 404, 604, 801 and 901 and 806,
Block B,

Units 405 and 802, Block C,

Unit 802, Block D,

Lijing Garden Apartments,

No. 48 Qianjin Zhong Road,
Kunshan Development Area,
Kunshan,

Jiangsu Province,

PRC.

Land situated at east of No. 7 Road and
north of Hongda Road,

Qiaonan Area,

Xiaoshan Economic and Technological
Development Zone,

Hangzhou,

Zhejiang Province,

PRC.

House situated at No. 1000
Huashan Road,

Changning District,
Shanghai,

PRC.

27 Residential Units in Phase 1,
Starcrest,

Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

Classification of
Property

Property held for
owner occupation

Land held for future

development

Property held for
investment

Property held for sale
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Market value
in existing
state as at

31 October 2007
(RMB)

11,100,000

No commercial

value

24,900,000

55,640,000
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44,

45.

46.

47.

48.

Property in the PRC

13 Residential Units in Phase 2,
Starcrest,

Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

151 Car Parking Spaces in Phase 1,
Starcrest,

Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

431 Car Parking Spaces in Phase 2,
Starcrest,

Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

Clubhouse, Phase 1,
Starcrest,

Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

Phases 3 and 4, Starcrest,
Wangjing Dong Yuan Yi Qu,
Chaoyang District,

Beijing,

PRC.

Classification of
Property

Property held for sale

Property held for sale

Property held for sale

Property held for

investment

Property under
development
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Market value
in existing
state as at

31 October 2007
(RMB)

21,150,000

21,140,000

60,340,000

7,500,000

635,000,000
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49.

50.

51.

52.

Property in the PRC

Unit 501, Tower 8,

Units 501, 1104, 1502 and 3102,

Tower 10,
Units 101, 201, 202 and 203,

Classification of
Property

Property held for sale

Tower 11 and 220 Car Parking Spaces,

Lots A and B,

Nos. 1319, 1329 and 1339
Yanan West Road,
Shanghai,

PRC.

Land Lot No. 7,
Chengdu Road,
Jingan District,
Shanghai,

PRC.

LSH Plaza, No. 28, Area B,
Wangjing New City,
Chaoyang District,

Beijing,

PRC.

House Nos. B-0111, D-0231 and

D-0251, RITS Garden,
Tianzhu Zhen,

Shunyi District,
Beijing,

PRC.

Property held for
future development

Property under
development

Property held for
investment
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Market value
in existing
state as at

31 October 2007
(RMB)

52,100,000

506,000,000

993,000,000

27,300,000
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53.

54.

55.

56.

57.

Property in the PRC

Rooms 1201 -1206 on 12th Level and
whole of 24th Level, and Car Parking
Spaces Nos. 90, 91, 92, 93, 94 and 95

in Basement 2,

Guangzhou International Trading
Centre,

No. 1 Lin He West Road,

Tian He District, Guangzhou,
Guangdong Province,

PRC.

No. 98 Jinniushan Main Street East,
Zhangian District,

Yingkou,

Liaoning Province,

PRC.

Land situated at Suzhou Road,

Plot Area No. 50, Phase 2,

Urumgqi Economic and Technological
Development Zone, Urumqi,
Xinjiang Uygur Autonomous Region,
PRC.

Property situated at north side of
339 Provincial Road,

Zhoushi Zhen,

Kunshan,

Jiangsu Province,

PRC.

Property situated at Bei Gong
West Street,

Wei Cheng District,

Weifang,

Shandong Province,

PRC.

Classification of
Property

Property held for
investment

Property under
development

Property held for
future development

Property under

development

Property under
development and to
be held for owner
occupation upon
completion
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Market value
in existing
state as at

31 October 2007
(RMB)

56,200,000

18,900,000

No commercial
value

5,900,000

9,800,000
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58.

Property in the PRC

Property situated at west side of
Yangzijiang North Road and north side
of Shugang West Road,

Jiangyang Industrial Park,

Weiyang District,

Yangzhou,

Jiangsu Province,

PRC.

Classification of
Property

Property under
development

Total

— 154 -

Market value
in existing
state as at

31 October 2007
(RMB)

13,500,000

3,322,310,000
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Property

1. Unit D on 9th

Floor, and Car
Parking Space No.

42 on Ground

Floor, Blocks C &

D, Medallion

Heights, No. 45

Conduit Road,
Hong Kong.

2,001/48,960 parts
or shares of and in
Inland Lot No.

8252.

Notes:

VALUATION CERTIFICATE

Description and tenure

The property comprises a 9th
floor apartment and a covered
car parking space in a 12-storey
residential building erected over
a car park in the Mid-levels
residential area and having a
frontage to Conduit Road. The
building is believed to have been
built in the early 1970s or
thereabouts.

The gross floor area of the
property is approximately 176.51
sq.m. while its saleable area is
approximately 146.14 sq.m.

The property is held under
Conditions of Exchange No.
10177 for a lease term of 75
years commencing on 26 May
1913 with a right of renewal for
a further term of 75 years. The
re-assessed ground rent payable
in respect of Lot No. 8252 is
$152,964 per annum. The new
ground rent under Government
(Crown) Leases Ordinance from
25 June 1993 is $6,606 per
annum.

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

(1) The registered owner of the property is Lei Shing Hong Limited.

(i)  Our valuation of the property is based on a 100 per cent attributable interest.
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Market value in
existing state as at
31 October 2007

HK$16,500,000
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Property

Units 703A and
703B on 7th
Level, Citic
Building, Jin Sha
East Road, Long
Hu District,
Shantou,
Guangdong
Province, People’s

Republic of China.

Notes:

Description and tenure

The property comprises two
domestic units located on the 7th
level of a 16-storey residential
building which is believed to
have been built in 1992.

The property is situated at Jin
Sha East Road within Long Hu
District in the city of Shantou.

The gross floor area of the
property is 447.44 sq.m.

The total site area occupied

by the development is

1,449.53 sq.m. whilst the
property has a share of the land
of 36.03 sq.m.

The property has been granted a
State-owned land use right for a
term of 50 years from 31 January
1989 to 30 January 2039 for
multi-use purposes.

Particulars of
occupancy

As at the date of
valuation, Unit 703A
is subject to a one
year tenancy which
commenced on 1
October 2006 and
which will expire on
30 September 2007 at
a rent of RMB6,000
per quarter,
(RMB2,000 per
month), exclusive of
management fee and
other charges. The
tenancy has been
renewed for a further
term of one year from
1 October 2007 until
30 September 2008 at
the same rent.

Unit 703B is subject
to a three-year
tenancy commencing
on 1 September 2005
and expiring on 31
August 2008 at a
monthly rent of
RMB2,200 exclusive
of management fee
and other charges.
However, a new
2-year tenancy has
been signed with the
rent remaining the
same but the term
commencing on 1
September 2007 and
expiring on 31 August
2010.

Market value in
existing state as at
31 October 2007

RMB2,350,000

1. According to the Certificate of Real Estate Ownership — Yue Fang Di Jing Zi Di 0409556 (55 b & f# &%
— B Hh 3 250409556 5% ) dated 28 May 1998 issued by the Shantou Municipal Real Estate and State

Land Administration Bureau, the title of the property is vested in Lei

(FI AT R 2 7).

Shing Hong Ltd.

2. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been completely settled.
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(iii)  The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on a 100 per cent attributable interest.
(v)  The property may be disposed of freely to purchasers within and outside the PRC.

3. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

Certificate of Real Estate Ownership — obtained
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Property

3. Nos. 939 and 989
Hugqingping
Highway, Minhang
District, Shanghai,
People’s Republic
of China.

Notes:

Description and tenure

The property comprises two
modern industrial buildings
occupying a parcel of land which
is somewhat rectangular in shape
and having a frontage to
Hugqingping Highway, a dual-
carriageway which is one of the
main roads in Minhang District
of the city of Shanghai. Access
to the property is by way of a
driveway from Huqingping
Highway.

Metal grille fencing is installed
along the boundaries of the land
with the entrance to the property
secured with a pair of metal
grille gates.

The buildings which have been
constructed to face the main road
are believed to have been built in
2003 or thereabouts.

Both of the buildings are
basically 4-storey in height with
both of them being occupied for
light industrial use by two
companies with ancillary offices.

The gross floor area of the
buildings is 26,704.45 sq.m., for
industrial use.

Market value in
existing state as at
31 October 2007

Particulars of
occupancy

As at the date of
valuation, portions of
the property are
subject to five leases
which will expire
between 2007 and
2012 at a total rent of
RMB471,976.00 per
month, exclusive of
management fee.

RMB125,810,000

Details of the above-
mentioned leases are
shown in Note 2
below.

We are advised that
the remaining portion
of the property is
owner-occupied.

According to the Certificate of Real Estate Ownership — Hu Fang Di Min Zi (2005) Di No. 014904
(55 b 2 HE 3% — VB 5 1 B9 52 (2005) 55014904 5% ) dated 23 February 2005 issued by the Shanghai Housing
and Land Resources Administration Bureau, the title in respect of the property is vested in Shanghai Star
Automobile Service Co., Ltd. (- i F| & % #4158 & R 22 7), a 100% owned subsidiary of the Company.

According to the above-mentioned Certificate, the property has a site area of 16,742 sq.m. and a gross
floor area of 26,704.45 sq.m. with a land use term of 50 years from 2 June 1997 to 1 June 2047, for
industrial purposes.

Details of the aforementioned five leases are listed as follows:

Property Floor Area Rental
(sq.m.) (per month)
Portion of 3rd Floor, 1,259 RMB95,738.00

No. 939 Huqingping
Highway
RMB120,628.00

— 158 -

Lease Term

01-01-2005 to 31-12-2006
(exclusive of management fee)

01-01-2007 to 31-01-2010
(exclusive of management fee)
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Property Floor Area Rental Lease Term
(sq.m.) (per month)
(b)  5th Floor, No. 939 1,300 US$17,398.00  01-09-2004 to 30-09-2009
Hugqingping Highway (RMB132,462.00) (exclusive of management fee)
(¢)  Portion of 3rd Floor, 1,059 RMB130,456.00 01-01-2006 to 31-12-2007
No. 989 Hugqingping (exclusive of management fee)
Highway

RMB161,055.00 01-01-2008 to 31-12-2010
(exclusive of management fee)

(d)  Portion of 2nd Floor, 162 RMB19,956.00 01-12-2006 to 31-12-2007
No. 989 Hugqingping (exclusive of management fee)
Highway

(e)  Portion of 3rd Floor, 804 RMB68,474.00 01-02-2007 to 31-01-2009
No. 939 Huqingping (exclusive of management fee)
Highway

RMB77,033.00 01-02-2009 to 31-01-2012
(exclusive of management fee)

Total 4,584 RMB471,976.00 (as at 31 October 2007)

3. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i1)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been completely settled.

(ii1)  Our valuation of the property is based on the aforementioned land area and the gross floor area
of the buildings.

(iv)  The design, construction and completion of the buildings are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to both purchasers within and outside the PRC.

4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Shanghai Certificate of Real Estate Ownership — obtained
(Hu Fang Di Min Zi (2005) Di No. 014904)

- 159 -



APPENDIX II

PROPERTY VALUATION - HONG KONG AND CHINA

Property

Ist to 3rd Levels,
Hangxing
Building, Xiamen
Gaoqi International
Airport,

Huli District,
Xiamen,

Fujian Province,
People’s Republic
of China.

Notes:

Description and tenure

The property comprises an
industrial building occupying a
parcel of land which has a
frontage to and accessible from
Airport Main Road in Huli
District in the city of Xiamen, a
seaport located in the southern
part of Fujian Province. The area
in which the property is located
is about 20 minutes’ driving
distance to the commercial centre
of the city.

The industrial premises comprise
a modern industrial building with
the front main portion being
3-storey in height whilst the
secondary rear portion is single
storey, both portions being
connected. The main building is
used partly as a showroom for
Mercedes-Benz cars and partly
for administrative purposes. The
adjacent portion of the building
accommodates workshops for car
repairs, after-sales services and
ancillary uses, etc.

The land in respect of the
property is paved and partly
fenced. Some car parking space
is available within the curtilage
of the property.

The total leased gross floor area
of the building is 5,802 sq.m.

Market value in
existing state as at
31 October 2007

Particulars of
occupancy

As at the date of No commercial value
valuation, the

property is rented by

the Group. Details of

the lease are stated in

Notes 1 and 2 below.

1. The salient conditions of the Lease Contract dated 25 November 1997 (hereinafter referred to as the
“Lease Contract”), entered into between Xiamen International Airport Group (J& [ B B fiff 2= #5 4E )
(“Party A”) and Xiamen Airport Star Automobile Repair Centre Ltd. (B P9 2= # il & 75 55 4 45 R %5
R 2 Al (“Party B”), a 60% owned subsidiary of the Company, are as follows:

(1) Party A leases to Party B the Xiamen International Airport Automobile Repair Centre which has
a gross floor area of 4,036 sq.m. including the workshop, car park, warehouse, office and
maintenance services on the whole of the first floor (except 228 sq.m. which has already been
leased out).

(i)  The property is for automobile repair factory and office uses. Party B cannot change the use of
the property unless there is an agreement between both parties.

(iii)
2027.

The lease term of the property commenced on 19 December 1997 and will expire on 19 December

(iv)  The annual rental of the property is RMB133,333.33 and Party B has to pay the thirty years rental
to Party A at one time in a total sum of RMB4,000,000 in December, 1999.
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(v)  After the expiration of the Lease, both parties can negotiate to renew the supplementary Lease
Contract.

(vi) If Party B wishes to terminate the Lease during the lease period, Party B shall give Party A three
months’ notice in advance to terminate the Lease Contract subject to the terms and conditions as
stated in the Lease Contract.

2. The salient conditions of the Lease Contract (hereinafter referred to as the “Lease Contract II””) entered
into between Xiamen International Airport Group Ltd. (J& [ B [ fig 2= ik 4 B PR A &) (“Party A”) and
Xiamen Airport Star Automobile Repair Centre Ltd. (& [ 2 ¥k i 2 7 S 4E 15 IR %5 A R A 7)) (“Party
B”) are as follows:

(1) Party A leases the remaining area of Xiamen International Airport Automobile Repair Centre
(total three levels) which has a gross floor area of 1,766 sq.m.

(ii)  The property is for office, showroom and training uses. Party B cannot change the use of the
property and cannot lease, transfer or mortgage the property without Party A’s agreement in
writing.

(iii)  The lease term of the property commenced on 10 March 2007 and will expire on 18 December
2027.

(iv) Party B has to pay the rent for the whole lease period in one lump sum of RMB13,000,000 to
Party A within ten days from the date of signing the aforesaid Lease Contract.

(v) In the event that the property is to be acquired by the government for purposes related to
expansion of the airport or development of the aviation business, which are out of the control of
either Party A or Party B, Party A has the right to terminate the Lease Contract by giving Party
B 6 months’ notice in advance. Party A shall repay Party B the balance of the rent of
RMB13,000,000 after deducting the actual rent paid during the rental period. The amount for the
relocation will be compensated according to the relocation agreement signed by the relocation
unit, the person being relocated and the lessee, and based on the government related stipulations.

(vi) If it is because of Party B’s decision to stop leasing the property and break the Lease Contract
during the period of the lease, Party A has the right to terminate the Lease Contract and Party B
has to pay RMB100,000 to Party A as compensation. In such an event, Party A shall repay Party
B the balance of the rent of RMB13,000,000 after deducting the actual rent paid during the rental
period.

(vii) During the lease period, if Party A terminates the Lease Contract which is not in accordance with
the terms and conditions as stated in the Lease Contract and repossess the property before the
expiration date, Party A has to repay Party B the balance of the rent of RMB13,000,000 after
deducting the actual rent paid during the rental period. With regard to Party B’s expenditures on
the renovation costs and purchase of furniture and facilities, Party A has to compensate Party B
the remaining book value of the above-mentioned costs according to the government’s
stipulations which is the calculation of the unamortized amount based on the minimum year of
amortization.

(viii) At the expiration of the lease, Party B shall return the property to Party A within one week’s time
and all the non-movable fittings inside the property shall be left with Party A without the payment
of any compensation to Party B. The items which Party B cannot relocate from the property at
the agreed date will be treated as Party B having given up all its right of ownership to the items
and Party A has the right to deal with the items in whatever way it wishes to.

3. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

As mentioned above, Party B leases the land and building from Party A and it (Party B) does not have
an interest in the property but is only entitled to use the land and the building on it for its own purposes.

On the basis of 1(i) and 2(i) above and in view of the fact that Party B is not in possession of a legal
title to the land and the building, no commercial value is attributable to the property for Party B.
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4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development and use of the property interest in accordance with information
provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as follows:

Lease Contract — signed
(dated 25 November 1997)
Lease Contract — signed

(hereinafter referred to as “Lease Contract 1I”)
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Property

S. Land situated at
Nanbu Industrial
Zone, Haicang
District, Xiamen,
Fujian Province,
People’s Republic
of China.

Description and tenure

The property comprises a parcel
of vacant land situated within
Nanbu Industrial Zone in
Haicang District in the city of
Xiamen, a seaport located in the
southern part of Fujian Province.
Nanbu Industrial Zone is located
to the west of the city centre and
is accessible by means of a
bridge which links the two areas.

Particulars of
occupancy

As at the date of
valuation, the
property is vacant and
is held for future
development. As at
the date of valuation,
the Group does not
have an existing plan
for the development
of the property.

Market value in
existing state as at
31 October 2007

No commercial value

Notes:

The land is level, is currently
being improved and is easily

accessible from access roads

within the industrial zone.

The total land area in respect of
the property is 10,002.34 sq.m.
whilst the property has a land
use term of 50 years
commencing on 14 December
2006 and expiring on 14
December 2056 for warehouse
purposes.

The salient conditions of the State-owned Land Use Right Sales Contract — (2006) Xia Hai Di He (Xie)
ZiNo. 077 (A + Ho {fi I fEAT 15 & 3 4 5 — (2006) 2 i & (1) 590774%%)) dated 28 December 2006,
entered into between Xiamen Municipal State-owned Land Resources and Real Estate Administration
Bureau, Haicang Branch (& [ 17 B + & Jf 8 5 2 4 # 5 i 18 4> J%) (the “Seller”) and Xiamen City
Eastern Star Automobile Sales Co. Ltd. (& M1 3 2 2 /X H 85 E FH R A A]) (the “Purchaser”), a 60%
owned subsidiary of the Company, are listed as follows:

(1) The property has a land area of 10,002.25 sq.m. with a land use term of 50 years commencing
on 14 December 2006 and expiring on 14 December 2056.

(ii)  Use of the property is for warechouse purposes.

(iii)  The consideration in respect of the land use right is RMB500 per sq.m. which amounts to a total
sum of RMB5,001,125.

(iv) The land has a plot ratio of 1.0.

(v)  The Purchaser agrees to commence works on the land on 14 December 2007.

(vi) The property can be transferred, leased or mortgaged according to the terms and conditions as

stated in the aforementioned Contract.

According to the Certificate of Land and Housing Ownership — Xia Di Fang Zheng Di Di No. 00005967
(HHb 5 R HERE — E #7575 45 100005967 5% ) dated 14 May 2007, issued by the People’s Government
of Xiamen Municipality, the land (No. 90000060017) has an area of 10,002.34 sq.m. with a land use
term of 50 years commencing on 14 December 2006 and expiring on 14 December 2056 for warehouse
purposes. The four boundaries of the property is east to planning road, west to Xiamen City Xiang Wei
Teng Industrial Development Limited, south to planning road and north to Jia Cheng (Xiamen)
Industrial Limited. The title in respect of the property is vested in Xiamen Eastern Star Automobile
Sales Co. Ltd. (B M iRz B8 & A R 2 ).
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3. According to the Construction Land Use Planning Permit — (2006)Xia Gui Hai Yong Di Di No. 0175
(EE 3 F A B 4 T 38 — MM ML 550175%8) dated 30 September 2006, issued by the Xiamen
Municipal Planning Bureau — Haicang Branch ([ 1 ¥ #| /5 iff &5 4 J%), the land has an area of
10,002.25 sq.m. for Mercedes Benz 4S Centre.

4. We have relied on all the information as provided to us by the Group and the legal opinion of the

Group’s PRC lawyers and we have prepared our valuation on the following bases:

()

(i)

(iii)

(iv)

After the development of the land has exceeded the total development investment outlay of 25%,
the Group which is in possession of a legal title to the property shall be entitled to transfer the
property with the residual term of the land use right at no additional premium or other costs
payable to the government.

All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

As the property is a parcel of vacant land with the development cost less than 25% of the total
development investment outlay, the land cannot be transferred, leased or mortgaged according to
the aforementioned State-owned Land Use Right Sales Contract.

In view of Note 4 (iii) above, no commercial value is attributable to the property for the Group
as at the date of valuation.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with

information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
((2006) Xia Hai Di He (Xie) Zi No. 077)

Certificate of the Land and Housing Ownership — obtained
(Xia Di Fang Zheng Di Di No. 00005967)

Construction Land Use Planning Permit — obtained

((2006)Xia Gui Hai Yong Di Di No. 0175)
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Market value in

Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007
6. No. 1500 The property comprises three As at the date of RMB15,300,000

Donghuan South industrial buildings occupying a valuation, the

Road (Wudong parcel of land and having a property is owner

Road), frontage to Donghuan South occupied.

Guoxiang Jie Dao, Road (previously known as

Wuzhong District, Wudong Road) within Wuzhong

Suzhou, District in the city of Suzhou,

Jiangsu Province, one of the main cities in Jiangsu

People’s Republic Province, which is rich in

of China. cultural relics. The buildings are

Notes:

believed to have been built in
2005 or thereabouts.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices within
the building as well as storage
and workshops for car service,
etc.

The area of the land is 6,309.60
sq.m. The gross floor area in
respect of the main building is
3,272.81 sq.m. whilst those in
respect of the outbuilding and
guardroom are 117.99 sq.m. and
9.28 sq.m. respectively. The total
gross floor area of the three
buildings is therefore 3,400.08
sq.m.

The property has been granted a
State-owned land use term
expiring on 11 September 2053
for industrial land purposes.

According to the State-owned Land Use Certificate — Wu Guo Yong (2004) Zi Di No. 20034
(29 A7 £ ol ] 75 — 5 0 F(2004)F 452003445 ) dated 12 January 2004, issued by the State-owned Land
Administration Bureau of Suzhou Municipality, the land has an area of 6,309.60 sq.m. with a land use
term expiring on 11 September 2053, for industrial purposes. The title in respect of the property is
vested in Suzhou Star Automobile Service Co. Ltd. (#fJH F] R HERE AR A ), a 60% owned
subsidiary of the Company.

According to the Certificate of Housing Ownership — Su Fang Quan Zheng Wu Zhong Zi Di No.
00058197 (J5 J2 Fr &4 RERE — 5 5 M 3% 5 b 524500058197 4%¢ ) dated 23 March 2006 and issued by the
Real Estate Administration Bureau of Suzhou Municipality, the property comprises an industrial
building, an outbuilding and a guardroom which together have a total gross floor area of 3,400.08 sq.m.
for non-residential purposes. The title in respect of the property is vested in Suzhou Star Automobile
Service Co. Ltd.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property

with the residual term of the land use right at no additional premium or other costs payable to the
government.
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(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the main building, outbuilding and guardroom are in
compliance with local planning regulations and have been approved by the relevant government
authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor area
of the buildings.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to purchasers within and outside the PRC.
4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificate — obtained
(Wu Guo Yong (2004) Zi Di No. 20034)

Certificate of Housing Ownership — obtained

(Su Fang Quan Zheng Wu Zhong Zi Di No. 00058197)
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Prope

Market value in
Particulars of existing state as at
rty Description and tenure occupancy 31 October 2007

7. No. 888 Xiyi Main  The property comprises an As at the date of RMB16,000,000

Road,

Hude industrial building occupying a valuation, the

Industrial Park, parcel of land and has a frontage  property is owner
Hude Zhen, to Xiyi Main Road within the occupied.

Binhu
Wuxi,

District, Hude Industrial Park in Binhu
District in the city of Wuxi

Jiangsu Province, which is located to the north-
People’s Republic west of Suzhou. The building is
of China. believed to have been built in

Notes:

2006.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices within
the building as well as storage
and workshops for car service
and repairs, etc.

The area of the land is 10,538.70
sq.m. whilst the gross floor area
of the building is 5,535.37 sq.m.

The property has been granted a
State-owned land use term
expiring on 25 July 2056, for
vehicle repairs and service
purposes.

According to the State-owned Land Use Certificate Xi Bin Guo Yong (2006) Di No. 1387
(B0 A+ b ) 35 — 8% 3% B H(2006)45 1387458 ) dated 26 July 2006, issued by the People’s Government
of Wuxi Municipality, the land (4-020-043-002) has an area of 10,538.70 sq.m. with a land use term of
50 years expiring on 25 July 2056 for car repair service ancillary facilities. The title in respect of the
property is vested in Wuxi Star Automobile Service Co. Ltd. (4 & 18 & < 3 4k 15 IR % A BR A #l), a 60%
owned subsidiary of the Company.

According to the Construction Project Planning Permit — Xi Gui Bin Jian Xu (2006) Di No. 064
(7 o TR B B 7R AT 5B — 89 B IE 3 (2006) 5506458 ) dated 11 June 2007, the property has a gross floor
area of 5,535.37 sq.m.

According to the Construction Project Works Permit — Xi Bin Jian Shi Xu (2006) Di No. 083
(A sk TRERH T&F vl 3% — 8598 2t 77(2006) %5083 %% ) dated 5 September 2006, completion date of the
property is in November, 2006.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.
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(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor area
of the building.

(v)  We are advised by the Group that the consideration in respect of the land is RMB7,063,506.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.

(vii) The property may be disposed of freely to purchasers within and outside the PRC.

5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificate — obtained
(Xi Bin Guo Yong (2006) Di No.1387)

Construction Project Planning Permit — obtained
(Xi Gui Bin Jian Xu (2006) Di No.064)

Construction Project Works Permit — obtained

(Xi Bin Jian Shi Xu (2006) Di No.083)
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Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

8. No. 2

Luda Road, The property comprises a piece As at the date of RMB25,050,000

Liuzao Zhen, of land upon which foundation valuation, the
Nanhui Area, works are being undertaken to property is under
Pudong New accommodate a proposed two- construction where
District, block industrial building. The foundation works are
Shanghai, property is situated in Nanhui being undertaken.
People’s Republic Area of Pudong New District in

of China. the city of Shanghai. The

Notes:

property is about 40 minutes
driving distance to the Pudong
International Airport.

The land is level and is currently
fenced and has a total land use
area of 13,975 sq.m.

The gross floor area of the
basement (below ground level) in
respect of the proposed building
being constructed on the land is
8,294 sq.m. whilst the gross floor
area of the two 4-storey blocks
(above ground level) is 20,998
sq.m., both areas making up a
total gross floor area of 29,292
sq.m.

The property is subject to a land
use right term of 50 years
commencing on 31 December
2004 and expiring on 30
December 2054 for industrial
purposes.

According to the Shanghai Certificate of the Real Estate Ownership — Hu Fang Di Nan Zi (2005) Di No.
009883 (L5 A R — 18 )% 7 7(2005)45009883%¢) dated 13 June 2005, issued by the
Shanghai Housing and Land Resources Administration Bureau, the land has an area of 13,975 sq.m. with
a land use term of 50 years commencing on 31 December 2004 and expiring on 30 December 2054 for
industrial purposes. The title in respect of the property is vested in Shanghai Hui Star Automobile
Service Co. Ltd. (| #iE ~ BB AEB R T A R A7), a 100% owned subsidiary of the Company.

According to the Construction Project Planning Permit — No. Hu Nan Jian (2007) 19070711F01909
(s LA 3l 75 — 4 5% U8 8 2 (2007)19070711F01909) dated 11 July 2007, the gross floor area
of the basement (below ground level) in respect of the proposed building is 8,294 sq.m. whilst the gross
floor area of the two 4-storey blocks (above ground level) is 20,998 sq.m., both areas making up a total
gross floor area of 29,292 sq.m.

According to the Construction Project Works Permit No. 0602NHO0129D01 310225200607262709
(%8 TR il T 77 nT &% — W 5% 0602NHO0129D01 310225200607262709) dated 9 August 2007, issued by
the Construction Committee of Shanghai Municipality Nanhui District, the construction contract price
is RMB46,800,000. The contract completion date of the project is on 16 April 2008.
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4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and as the investment outlay on
development of the construction project has exceeded 25%, it is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the aforementioned land area and the total gross floor
area of the proposed development to be built on the land.

(iv)  We are advised by the Group that the consideration of the land is RMB6,906,454 whilst the total
construction and related costs, as at the date of valuation, are about RMB18,000,000.

(v)  No account is taken in our valuation of any land premium or other premium which might be
payable upon development of the property in due course.

(vi) We are advised by the Group that the estimated total cost of completing the development is
RMB69,000,000 and the anticipated completion date is in the second quarter of 2008.

(vii) The estimated value after the development has been completed is RMB95,400,000.

(viii) The design of the proposed building to be erected on the land shall be in compliance with local
planning regulations and the construction and eventual completion of the building shall be
approved by the relevant government authorities in due course.

(ix)  Our valuation of the property is based on a 100 per cent attributable interest.

(x)  The property may be disposed of freely to purchasers within and outside the PRC.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(Nan Fang Di (2004) Chu Rang He Tong Di No. 230)

Certificate of the Real Estate Ownership — obtained
(Hu Fang Di Nan Zi (2005) Di No. 009883)

Construction Project Planning Permit — obtained
(Hu Nan Jian (2007) 19070711F01909)

Construction Project Works Permit — obtained

(No. 0602NH0129D01 310225200607262709)
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Prope

9. No. 6
Road,

Market value in

Particulars of existing state as at

rty Description and tenure occupancy 31 October 2007

Huazhong The property comprises an As at the date of RMB19,310,000
industrial building occupying a valuation, the

Xiacheng District, parcel of land and has a frontage  property is owner
Hangzhou, to Huazhong Road within occupied.
Zhejiang Province,  Xiacheng District in the city of

People’s Republic Hangzhou, the capital of

of China. Zhejiang Province. The building

Notes:

is believed to have been built in
2006 or thereabouts.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices within
the building as well as storage
and workshops for car repairs,
etc.

The area of the land is

6,215 sq.m. The gross floor area
in respect of the building is
3,777.32 sq.m. whilst that in
respect of the guardroom is 9.53
sq.m. both areas making up a
total gross floor area of 3,786.85
sq.m.

The property has been granted a
State-owned land use term
expiring on 3 February 2055 for
industrial purposes.

According to the State-owned Land Use Certificate — Hang Xia Guo Yong (2005) Zi Di No. 000308
(B A+ b fd 3% — BT B H(2005) % 4500030848 ) dated 2 December 2005, issued by the State-owned
Land and Resources Bureau of Hangzhou Municipality, the land has an area of 6,215 sq.m. with a land
use term expiring on 3 February 2055 for industrial purposes. The title in respect of the property is
vested in Hangzhou Eastern Star Automobile Service Co. Ltd. (¥ JH 5 & 47 5 5 4 16 4 R A 7)), a 55%
owned subsidiary of the Company.

According to the Certificates of Housing Ownership — Hang Fang Quan Zheng Xia Zi Di Nos. 06126725
and 06126726 (J5 Z A #sE — MLE MR T 75 06126725%06126726%%) both dated 30 April 2006
and issued by the Real Estate Administration Bureau of Hangzhou Municipality, the property comprises
an industrial building with a gross floor area of 3,777.32 sq.m. and a guardroom with a gross floor area
of 9.53 sq.m. which together make up a total gross floor area of 3,786.85 sq.m., for non-residential
purposes. The title in respect of the property is vested in Hangzhou Eastern Star Automobile Service Co.
Ltd. (BU M 3R AT R B4 A R A A,

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.
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(iii)  The design, construction and completion of the building and guardroom are in compliance with
local planning regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area of 6,215 sq.m. and the
aforementioned total gross floor area of 3,786.85 sq.m.

(v)  We are advised that the consideration in respect of the land is RMB6,597,257.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.

(vii) The property may be disposed of freely to purchasers within and outside the PRC.

4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

State-owned Land Use Certificate — obtained
(Hang Xia Guo Yong (2005) Zi Di No0.000308)

Certificates of Housing Ownership — obtained
(Hang Fang Quan Zheng Xia Zi Di Nos. 06126725 and
06126726)
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10.

Property

No. 28 Ningnan
Avenue,

Ningnan
Automobile
Trading Area,
Yuhuatai District,
Nanjing,

People’s Republic
of China.

Description and tenure

The property comprises a single-
storey building with a mezzanine
floor occupying a parcel of land
and has a frontage to Ningnan
Avenue in Yuhuatai District in
the city of Nanjing. The building
is believed to have been built in
October, 2004. Ningnan Avenue
is one of the main roads in this
part of Nanjing, which is a
relatively new mixed-user area
about 40 minutes drive from Lu
Kou International Airport.

The area is popular among car
manufacturers and dealers which
use their premises for the
display, storage, repair and
maintenance of motor vehicles.
The property is situated close to
the Ningnan International Motor
Vehicle Spare Parts Centre which
was opened about a year ago.

The land is irregular in shape
with metal fencing erected along
the land boundaries. Part of the
land adjoining the building at the
rear is used for the parking of
motor vehicles while part of it is
vacant with landscaping.

The 1st level of the subject
building is used as a showroom
for new Mercedes Benz luxury
cars while the mezzanine level is
occupied by the administration
and accounts offices. The
adjoining rear portion of the
building is for car inspection,
repair, maintenance, car spray
painting and washing, etc.

There is a guardhouse which is
located at the entrance of the
enclosed property.

According to a copy of the
Agreement, which was provided
to us, the land area occupied by
the development is approximately
4,385.50 sq.m. with a land use
term of 40 years for exclusive
car sales outlet commencing on
the date of signing of the State-
owned Land Use Transfer
Contract.

We are advised by the Group that

the gross floor area of the
building is 3,630 sq.m.
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Particulars of existing state as at
occupancy 31 October 2007
As at the date of No commercial value

valuation, the
property is occupied
and used by Nanjing
Star Automobile
Service Co. Ltd.
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Notes:

According to the Agreement (the “Agreement”) entered into between Nanjing Ningnan Vehicle
Investment Co. Ltd. (5 57 % 5 #i 2 £ & A R A @) (“Party A”) and Nanjing Star Automobile Service
Co. Ltd. (B 5% B S AEE % A B2 |l) (“Party B”), a 60% owned subsidiary of the Company,
dated 8 August 2006, the land has an area of 4,385.50 sq.m. with a land use term of 40 years
commencing on the date of signing of the State-owned Land Use Transfer Contract, for exclusive car
sales outlet.

The pertinent terms and conditions of the Agreement are as follows:

(1) The land area of the property is 4,385.50 sq.m. subject to the red line Plan of the State-owned
Land Use Certificate.

(ii)  The transfer consideration of the land is in a sum of RMB7,000,000 which has already been paid.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in the course of applying for the Real Estate Ownership Right. There will be no
legal obstacle in obtaining such right provided that Party A obtains the State-Owned Land Use
Right in respect of the property. The Group’s ability to obtain the Real Estate Ownership Right
is dependent on Party A obtaining the State-Owned Land Use Right. As at the date of valuation,
Party A had not obtained such right. The Group is therefore not in possession of a legal title to
the property and is not entitled to transfer the property.

(i1)  In view of 2 (i) above, no commercial value is attributable to the property.

The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Agreement dated 8 August 2006 — signed
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11.

Property

No. 518 Yingbin
Zhong Dadao,
Nanchang,
Jiangxi Province,
People’s Republic
of China.

Notes:

Description and tenure

The property comprises an
industrial building occupying a
parcel of land which has a
frontage to Yingbin Zhong Dadao
in the city of Nanchang, an
important river port and capital
of Jiangxi Province. The Gan
Jiang (river) which runs from the
north of the Province bypasses
the City and flows to Poyang Hu,
the largest fresh water lake in
China.

The industrial premises comprise
a single-storey building which is
used as a 4S centre for Mercedes
Benz cars with showroom and
ancillary offices as well as
workshops for car repairs, after-
sales services, etc.

The land in respect of the
property is paved and fenced and
there is ample car parking within
the curtilage of the property. The
land has an area of
approximately 6,666.70 sq.m. (10
mu) subject to actual survey.

We are advised that the total
gross floor area of the building is
5,576.50 sq.m.

Particulars of
occupancy

As at the date of
valuation, the
property is subject to
a joint-venture, details
of which are stated in
Notes 1 and 2 below.

Market value in
existing state as at
31 October 2007

No commercial value

1. The salient conditions of the Joint-venture Letter of Intent dated 15 July 2004 entered into between
Jiangxi Province Yi Qi Jie Fang Sales and Service Co. Ltd. (YL7G % — < fift i 85 8% IR 7 A BR A 7))
(“Party A”) and Sino Motors Company Limited ([ <3 % 5 A BR 24 @) (“Party B”), a 100% owned
subsidiary of the Company, are as follows:

(1) Party A and Party B agree to invest and establish the joint-venture company “Nanchang Eastern
Star Automobile Service Co. Ltd.” (ff & % 2 RHEAEE R B F R 2 @) (the “JV Company”) in
Nanchang City of Jiangxi Province, which Party A has a shareholding of 40% and Party B has a
shareholding of 60%. The duration of the joint-venture is 40 years.

(ii)  Party A agrees to transfer a portion of his land, which has an area of 10 mu (6,666.70 sq.m.) for

use by the JV Company at a price of RMB150,000 per mu.

(iii) The main business of the JV Company encompasses services and repairs of Mercedes Benz cars,

provision of technical training, showroom display of cars and processed works of car spare parts.
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2. The salient conditions of the Letter of Undertaking dated 2006, issued by Jiangxi Province Yi Qi Jie
Fang Sales and Service Co. Ltd. (VL 74 & — V< fif 5 85 5 I B LA w]) (“Party A”) state that according
to the aforementioned Letter of Intent, Party A promises to transfer the land use right in respect of the
land which has an area of approximately 10 mu (subject to actual survey) to the JV Company. As the
JV Company has invested in the land by constructing the building on the land, Party A guaranteed that:

(1) In the event that the land use right cannot be transferred to the JV Company at the specified period
and before the completion of the application of change of use of the land, the JV Company shall
lease the land without any payment or consideration and that the lease term in respect of the land
would not exceed the operating period of the JV Company.

(ii)  During the above-mentioned lease period, if it is Party A’s fault that the JV Company cannot use
the land as agreed, then Party A shall be responsible for compensating the JV Company all the
losses incurred by the JV Company including, but not limited to, the reduction of its operation
income and also the necessary relocation costs.

3. According to the State-owned Land Use Certificate — Nan Guo Yong (2001) Zi Di No. 0193
(A Ll B - BEJHQR001)F4019348) dated 21 October 2001, issued by the People’s
Government of Nanchang, the property has a net land area of 21,161.83 sq.m. with a land use term
expiring on 20 October 2051, for industrial purposes. The title in respect of the property is vested in
Jiangxi Province Yi Qi Jie Fang Sales and Service Co. Ltd. (YT V5 & — 75 fiff il &4 & IR % A R 2 A).

4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) Whilst Party A legally owns the land by virtue of the aforementioned State-owned Land Use
Certificate, Party B, through the JV Company, only has the right to use a portion of the land in
view of the conditions of the aforementioned Joint-venture Letter of Intent.

(i1)  On the basis of (i) above and in view of the fact that the JV Company and therefore Party B (in
part) is not in possession of a legal title to the property, no commercial value is attributable to
the property for the JV Company and therefore Party B (in part).

(iii) However, in the event that Party A is able to transfer the above-mentioned portion of the land of
10 mu to the JV Company, and the payment by the JV Company to Party A for the portion of land
and then complete the procedure for transfer as well as obtain the State-owned Land Use
Certificate for the land of 10 mu, then the JV Company shall be entitled to transfer, mortgage or
lease the land. In such an event, then the market value in respect of the land of 10 mu shall be
attributable to the JV Company. As the building on the land was constructed by the JV Company
but as there is no Certificate of Real Estate Ownership for the building, the JV Company only has
the right to use the building and no commercial value is attributable to the building.

5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development and use of the property interest in accordance with information
provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as follows:

Joint-venture Letter of Intent — signed
(dated 15 July 2004)

Letter of Undertaking — issued
(2006)

State-owned Land Use Certificate — obtained

(Nan Guo Yong (2001) Zi Di No. 0193)
(Jiangxi Province Yi Qi Jie Fang Sales and
Service Co. Ltd. “Party A”)
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12.

Property

No. 285 Gangao
Road,

Wai Gao Qiao Free
Trade Zone,
Pudong,

Shanghai,

People’s Republic
of China.

Particulars of

Description and tenure occupancy

The property comprises a As at the date of
3-storey industrial building and valuation, the

two single storey warchouses property is subject to
situated on a parcel of land various leases at a
which has a frontage to Gangao total monthly rent of
Road within the Wai Gao Qiao RMB541,452.

Free Trade Zone of Pudong
District in the city of Shanghai.
The land has an area of 30,244
sq.m.

The Wai Gao Qiao Free Trade
Zone is an established designated
light industrial area which is an
independent free trade zone
which comprises a number of
industrial complexes and
premises some of which are
occupied by well-known
industrial companies, as well as
some commercial premises such
as shops, restaurants, banks, etc.
catering to customers located and
working in the area.

The property is enclosed with a
brick wall along the site
boundaries with the entrance to
the property secured with a
foldable rolling metal gate.

The 3-storey building is used
partly as a car showroom with
ancillary offices on the upper
floors. The two single-storey
warchouses are mainly for the
storage of new Mercedes Benz
luxury cars. There is a
guardhouse which is located at
the entrance of the enclosed

property.

The buildings were constructed
between 1997 and 1999 or
thereabouts.

According to a copy of the
Certificate of Real Estate
Ownership, which was provided
to us, the gross floor area of the
property is 14,069.77 sq.m.

The property has been granted a
land use right for a term of 50
years from 9 August 1994 to 8
August 2044 for industrial
purposes. The total site area
occupied by the developments is
30,244 sq.m.
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Notes:

According to the Certificate of Real Estate Ownership — Hu Fang Di Shi Zi (2001) Di No. 009042
(5 M2 #E 38 — VB B3 b T 7 (2001) 45009042 %% ) dated 16 November 2001, the subject property has a land
area of 30,244 sq.m. and total gross floor area of 14,069.77 sq.m. with a land use term commencing on
9 August 1994 and expiring on 8 August 2044 for industrial use. The title in respect of the property is
vested in Shanghai Eastern Star Automobile Trading Co., Ltd. (L # %~ B IRHZ 5 A R ), a 100%
owned subsidiary of the Company.

The following is a breakdown of the gross floor areas of the office building, the two warehouses and

guard room and their estimated completion dates:

Single-storey warehouse

Single-storey warehouse

3-storey building
Guard room

Total

Gross Floor Area

5,916.54 sq.m.
6,437.42 sq.m.
1,696.61 sq.m.

19.20 sq.m.

14,069.77 sq.m.

Completion Date

September 1997

June 1999
December 1999
December 1999

We have been provided with a schedule of leases or tenancies showing particulars of the areas which

are leased to various parties, as follows:

Type of Building

Phase II warehouse

Phase II warehouse

Phase I warehouse
Phase II warehouse
Phase III warehouse

Total

Phase IIT warehouse

Phase III warehouse

Floor Level

Portion of 1/F

Portion of 1/F

Whole of 1/F }
Portion of 1/F }
Portion of 1/F }
and open area }

Whole of 2/F

Whole of 3/F

Lease Area Monthly Rent
(sq.m.) (RMB)
520.50 22,766.00

18,998.00

1,383.90 40,319.00
50,512.00

11,635.68 367,191.00
13,540.08 436,701.00
482.80 20,833.00
482.80 20,833.00
965.60 41,666.00

- 178 —

Lease Term

01-09-2004 to
31-08-2007
01-09-2007 to
31-08-2010
01-09-2004 to
31-08-2007
01-09-2007 to
31-08-2010
01-05-2006 to
30-04-2011

01-01-2007 to
28-02-2012
01-01-2008 to
28-02-2012
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3. We have relied on all the information as provided to us by the Group and the legal opinion of the

Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the buildings are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the land area of 30,244 sq.m. and total gross floor areas
of the buildings of 14,069.77 sq.m. as well as the rents which are being received and which are
based on the Tenancy Agreements entered into between the Landlord and Tenants as mentioned
above, and which are believed to be correct.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with

information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Certificate of Real Estate Ownership — obtained
(Hu Fang Di Shi Zi (2001) Di No. 009042)
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13.

Property

Ist Level,

No. 195 Xiangian
West Street and
2nd and 3rd
Levels,

No. 8-207 Xiang
Xie Street,
Beitang District,
Wuxi,

Jiangsu Province,
People’s Republic
of China.

Description and tenure

The property comprises a
3-storey commercial/office
development with the ground
floor having a mezzanine floor
while the two upper floors are
for comercial/office purposes.
The building has a frontage to
Xianqgian West Street, a dual
carriageway which is one of the
main roads leading to the Rong
Hu Bridge in Beitang District of
the city of Wuxi. The building is

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMBI18,100,000

Notes:

believed to have been built in
2005.

The ground and mezzanine floors
are occupied as a showroom for
Mercedes Benz cars. There is a
sales reception and accounts
office on the ground floor whilst
the mezzanine floor is occupied
by the administration department.

According to 2 copies of the
Wuxi Certificates of Real Estate
Ownership, which were provided
to us, the gross floor area of the
Ist Level is 469.12 sq.m. while
the total gross floor area of the
2nd and 3rd Levels is 965.57
sq.m. making up a total gross
floor area of the subject property
of 1,434.69 sq.m. for non-
residential use.

According to the Commodity House Sales and Purchase Contracts, both dated 8 April 2005 and entered
into between Wuxi City Long Ma Real Estate Development Company Limited
(4545 TH HE 6 b Mo s B #8 A R A 7)) (“Party A7) and Shanghai Eastern Star Automobile Trading
Company Limited (iR 2 2K HEE 5 AR AA) (“Party B”), a 100% owned subsidiary of the
Company, the property has been granted a land use term of 40 years from 3 March 2002 to 3 March 2042
for commercial use.

The gross floor area of the 1st Level is 469.12 sq.m. which consists of a gross floor area 0f 429.33 sq.m.
in respect of the shop and an area of 39.79 sq.m. which is in respect of the public area and share of the
common areas of the building.

The gross floor area of the 2nd and 3rd Levels is 965.57 sq.m. which consists of a gross floor area of
883.67 sq.m. in respect of the unit and an area of 8§1.90 sq.m. which is in respect of the public area and
share of the common areas of the building.

The consideration of the 1st Level shop is RMB7,840,000 whilst the consideration for the 2nd and 3rd
Levels is RMB7,838,304.

According to the State-owned Land Use Certificates — Xi Guo Yong 2005 Di Nos. 03006070 and

03006071 (A + Mo f# 3% — 45 B FH2005%503006070 203006071 4% ), the property has respective land
areas of 208.30 sq.m. and 428.70 sq.m. Use of the land is restricted to commercial purposes.
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3. According to the Certificates of Housing Ownership — Xi Fang Quan Zheng Bei Tang Zi Di Nos.
30077340 and 30077338 (/5 2 7 A HE /s — 99 J5 HE &8 AL 3 7 5530077340 123007733845 ) both dated 26
September 2005 issued by the Wuxi Municipal Real Estate Administration Bureau, the property has a
total gross floor area of 1,434.69 sq.m. which consists of the gross floor area of the 1st Level of 469.12
sq.m. together with that of the 2nd and 3rd Levels of approximately 965.57 sq.m. respectively for
non-residential use.

The title in respect of the property is vested in Shanghai Eastern Star Automobile Trading Company
Limited (I 3 2 5 HE S 5 A R A A).

4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i1)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the aforementioned total gross floor area of the property.

(iv) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to both purchasers within and outside the PRC.

5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Commodity House Sale and Purchase Contracts — signed

State-owned Land Use Certificates — obtained
(Xi Guo Yong 2005 Di Nos. 03006070 and 03006071)

Wuxi Certificates of Real Estate Ownership — obtained

(Xi Fang Quan Zheng Bei Tang Zi Di Nos. 30077340
and 30077338)
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14.

Property

No. 101, Lane
0103 Shiqi Jiedao,
(No. 183 Yinxian
Main Road)
Yinzhou District,
Ningbo,

Zhejiang Province,
People’s Republic
of China.

Description and tenure

The property comprises an
industrial building occupying a
parcel of land and has a frontage
to Yinxian Main Road within
Yinzhou District in the city of
Ningbo, one of the main cities,
which is located near the eastern
fringe of Zhejiang Province. The
property is located quite close to

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMB21,700,000

Notes:

Lishe Airport which is about 20
minutes’ drive away. The
building is believed to have been
built in 2004 or thereabouts.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices within
the building as well as storage
and workshops for car service,
etc.

The area of the land is 8,400.40
sq.m., while the gross floor area
in respect of the building is
3,275.22 sq.m.

The property has been granted a
State-owned land use term
expiring on 17 September 2046
for commercial purposes.

The salient conditions of the Real Estate Transfer Contract entered into between Zhong Xiang Ningbo
Foreign Trading Co. Ltd. (35 %W #HME 5 I A R A Al) (“Party A”) on 6 December 2006 and
Shanghai Eastern Star Automobile Trading Co. Ltd. (F##H 2 BRHEE 5 A R/A 7)) (“Party B”), a
100% owned subsidiary of the Company, on 11 December 2006, state that the property has a land area
of 8,400.40 sq.m. while the consideration for the land and building is in a total sum of RMB24,290,000.
Party A guarantees that the property will be handed over to Party B on 31 December 2006 when Party
B has fully paid the consideration according to the terms and conditions as stated in the aforesaid
Contract.

According to the State-owned Land Use Certificate — Yong Yin Guo Yong (2007) Di No. 19-05076
(B A b ff & — /A EPE A (2007)%519-05076%%) dated 10 May 2007, issued by the People’s
Government of Ningbo Municipality, the land has an area of 8,400.40 sq.m. with a land use term
expiring on 17 September 2046 for commercial purposes. The title in respect of the property is vested
in Shanghai Eastern Star Automobile Trading Co. Ltd. (i 2 B IX#H % 5 H B A 7).

According to the Certificate of Real Estate Ownership — Yin Fang Quan Zheng Shi Zi Di No. 200700052
(FHEREE — ¥EMENL T42007000524%%) dated 8 January 2007, issued by the Real Estate
Administration Bureau of Ningbo Municipality, the property comprises a building which has a gross
floor area of 3,275.22 sq.m., for commercial purposes. The title in respect of the property is vested in
Shanghai Eastern Star Automobile Trading Co. Ltd. (L % 2 B E 5 A R4 7).
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4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and the aforementioned
total gross floor area of the building.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with

information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Real Estate Transfer Contract — signed
(dated 11 December 2006)

State-owned Land Use Certificate — obtained
(Yong Yin Guo Yong (2007) Di No. 19-05076)

Certificate of Real Estate Ownership — obtained

(Yin Fang Quan Zheng Shi Zi Di No. 200700052)
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15.

Market value in

Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007
Unit A, 7th Level, The property comprises a 24- As at the date of RMB2,050,000
Zhao Feng storey residential unit in Zhao valuation, the
Building, Feng Building, a residential property is occupied
No.9 Lane 396, development situated in and used as staff
Changning Road, Changning District in the city of  quarters.
Changning Shanghai. Car parking is
District, available on the ground floor
Shanghai, within the curtilage of the
People’s Republic development. The estate was
of China. completed in 1993 or

thereabouts.

Access to the estate is from No.

9 Lane 396, one of the secondary

roads in this part of the city.

Developments in the surrounding

areas comprise a mixture of

medium-rise and high-rise

residential properties with some

commercial and retail outlets at

street level.

The property comprises a

residential unit which has a gross

floor area of 157.89 sq.m.
Notes:

The salient conditions of the Housing Sales and Purchase Contract, entered into between Shanghai Real
Estate Enterprise Company (I ¥ ili [5 H & T 26 A ) (the “Seller”) and Kam Chung Hing (4 {1 ) (the
“Purchaser”), the property has a gross floor area of 157.89 sq.m. with a purchase price of US$189,468.

According to the Certificate of Housing Ownership — Hu Fang Shi Zi Di No. 08035 (& & fir A H &% —
I8 5 11 7 4508035 %% ) dated 29 June 1994, issued by the Real Estate Administration Bureau of Shanghai
Municipality, the unit has a gross floor area of 157.89 sq.m. The title in respect in the property is vested
in Kam Chung Hing (& f###) who holds on trust for Lei Shing Hong Automobile Limited, a
wholly-owned subsidiary of the Company. This Declaration of Trust is dated 27 June 1994.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

()

(1)

(iii)

(iv)

Kam Chung Hing is in possession of a legal title to the property and is holding the property on
trust for Lei Shing Hong Automobile Limited by virtue of a Declaration of Trust dated 27 June
1994, and is entitled to transfer the property with the residual term of the land use right at no
additional premium or other costs payable to the government.

All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

The design, construction and completion of the building in which the subject residential unit is
located are in compliance with local planning regulations and have been approved by the relevant
government authorities.

Our valuation of the property is subject to the title of the property being transferred to Lei Shing
Hong Automobile Limited by Kam Chung Hing who is holding the property on trust for the
Company.
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(v)  Our valuation of the property is based on the above-mentioned gross floor area of the property
of 157.89 sq.m.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.
(vii) The property may be disposed of freely to purchasers within and outside the PRC.

4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:
Housing Sales and Purchase Contract — signed
Certificate of Housing Ownership — obtained

(Hu Fang Shi Zi Di No. 08035)
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16.

Property

Units 101, 102,
201, 202, 301 and
302, Ist to 3rd
Levels, Block 16,
Whole of 2nd and
3rd Levels, Block
24
Jingyuan
Apartments,

Lane 1765,

Nos. 1-64
Honggiao Road,
Changning
District,
Shanghai,
People’s Republic
of China.

s

Notes:

Particulars of
Description and tenure occupancy
As at the date of
valuation, the 8
residential units which
comprise the subject
property are occupied
and used as staff
quarters.

The property comprises 8
residential units in Jingyuan
Apartments, a low-rise low
density residential development
situated in Changning District in
the city of Shanghai. The
development consists of several
similar type apartment buildings
within an enclosed area with
internal roads serving the estate.
Car parking is available at
ground level within the curtilage
of the estate. Completion of the
estate is believed to be in 1995
or thereabouts.

Access to the estate is from Lane
1765 off Hongqiao Road, one of
the main roads in this part of the
city. Developments in the
surrounding areas comprise a
mixture of medium-rise
residential properties and multi-
storey commercial premises.

The property comprises 8
apartments located on the Ist to
3rd Levels of Block 16 and the
entire 2nd and 3rd Levels of
Block 24 of the estate and has a
total gross floor area of 980.68
sq.m.

The property has been granted a
State-owned land use term of 70
years commencing on 9
November 1994 and expiring on
8 November 2064 for 3-storey
residential buildings.

Market value in
existing state as at
31 October 2007

RMB14,700,000

1. The salient condition of the Shanghai Municipal Commodity House Foreign Sales Pre-sale Contract
dated 7 December 1994, entered into between Shanghai Jin Jiang Real Estate Company
(b7 8570 = b % 28 7)) (“Party A”) and Eastern Star Automobile Ltd. (3 £ 1< # A fR 2> 7)) (“Party B”),
a 100% owned subsidiary of the Company, states that the property which has a total gross floor area of
980.67 sq.m. was purchased at the consideration of US$1,647,526.
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2. The salient conditions of the Shanghai Municipal Commodity House Foreign Sales Contracts Nos.
94-0070-0003, 94-0070-0004, 94-0070-0005, 94-0070-0006, 94-0070-0007, 94-0070-0008, 94-0070-
0001 and 94-0070-0002 all dated 28 August 1995, entered into between Shanghai Jin Jiang Real Estate
Company (& i 8 VI 5 H & 2 7)) (“Party A”) and Eastern Star Automobile Ltd. (3R & 75 A R 2 7))
(“Party B”), in respect of each of the residential units are as follows:

Gross Floor Share of

Unit No. Area Land Area

(sq.m.) (sq.m.)

Block 16 101 108.91 135.30
102 105.69 130.50

201 108.91 113.90

202 105.69 110.50

301 108.54 113.50

302 105.40 110.30

Block 24 2nd Level 169.54 177.40
3rd Level 168.00 175.90

The property has been granted a State-owned land use term of 70 years commencing on 9 November
1994 and expiring on 8 November 2064, and planned for uses relating to 3-storey residential buildings.

3. According to the Right Certificates of Real Estate Ownership, Hu Fang Di Shi Zi (1998) Di Nos.
001584, 001585, 001586, 001587, 001588, 001589, 001590 and 001591 (5 ih &= &% — & /5 b i =
(1998)%5001584, 001585, 001586, 001587, 001588, 001589, 001590 J% 001591%¢) all dated 22 April
1998, issued by the Real Estate Registration Office of Shanghai Municipality, the 8 units have gross
floor areas of 108.91 sq.m., 105.69 sq.m., 108.91 sq.m., 105.69 sq.m., 108.54 sq.m., 105.40 sq.m.,
169.54 sq.m. and 168.00 sq.m. respectively, making up a total gross floor area of the 8 units of 980.68
sq.m. The land use term commenced on 9 February 1996 and will expire on 8 November 2064 for
residential purposes. The title in respect of the property is vested in Eastern Star Automobile Ltd.
(3 AL ¥ A7 fR 28 7)) Each of the units has a share of land of 135.30 sq.m., 130.50 sq.m., 113.90 sq.m.,
110.50 sq.m., 113.50 sq.m., 110.30 sq.m., 177.40 sq.m. and 175.90 sq.m. respectively.

4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been completely settled.

(iii)  The design, construction and completion of the buildings in which the subject residential units are
located are in compliance with local planning regulations and have been approved by the relevant

government authorities.

(iv)  Our valuation of the property is based on the above-mentioned total gross floor area of the units
of 980.68 sq.m.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.
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5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

Shanghai Municipality Commodity House Foreign — signed
Sales Pre-sale Contract
(dated 7 December 1994)

Commodity House Foreign Sales Contracts — signed
(N0s.94-0070-0003, 94-0070-0004, 94-0070-0005,
94-0070-0006, 94-0070-0007, 94-0070-0008,
94-0070-0001 and 94-0070-0002)

Certificates of Real Estate Ownership — obtained
(Hu Fang Di Shi Zi (1998) Di Nos. 001584, 001585,
001586, 001587, 001588, 001589, 001590 and 001591)
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17.

Property

No. 75 Haibin
Fifth Road,
Tianjin Port Free
Trade Zone,
Tanggu,

Tianjin,

People’s Republic
of China.

Description and tenure

The property comprises an
industrial complex occupying a
parcel of land at road level and
having a frontage to Haibin Fifth
Road and a return frontage to
another road within the Tianjin
Port Free Trade Zone in Tanggu,
Tianjin. The complex consists of
3 single storey warehouses, a
3-storey showroom and office
building as well as other
structures such as a guard house
and bunker facilities.

The Tianjin Port Free Trade Zone
is a large and established
designated light industrial area
which is an independent free
trade zone comprising a number
of industrial complexes and
premises catering to a variety of
trades some of which are
occupied by well-known
industrial companies, as well as
some commercial premises such
as shops, restaurants, banks, etc.
catering to customers located and
working in the area.

The three warehouses comprising
part of the property are used for
the storage, preparation for
delivery, maintenance and light
repairs of new Mercedes Benz
luxury cars whilst the office
building is used partly for the
display of Mercedes Benz cars
and partly for administration and
other purposes. There is a
guardhouse located at the
entrance to the enclosed property.
Part fencing and part brick walls
are erected along the boundaries
of the site with the main entrance
to the property secured with a
foldable rolling metal gate.
Ample private car parking is
available within the curtilage of
the property.

The Group advised that the
buildings were constructed and
completed between 1999 and
2002 or thereabouts.
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Market value in

Particulars of existing state as at
occupancy 31 October 2007
As at the date of RMB67,000,000

valuation, a portion of
the property having a
total gross floor area
of 16,425 sq.m. is
subject to a five-year
lease at a yearly rent
of RMB6,792,650
commencing on 1
May 2006. There is
an option for the
tenant to renew the
lease for another year.
Please see Note 5
below for particulars
of the lease.

The Group advised
that the remaining
portion of the
property is owner-
occupied.
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Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

Notes:

According to copies of two
Tianjin Certificates of Housing
Ownership, which were provided
to us, the total gross floor areas
of the buildings, structure and
facilities are 20,270.16 sq.m.

The property has a land area of
50,297.30 sq.m. and has been
granted a land use term
commencing on 21 January 1994
and expiring on 4 September
2042 for non- residential
purposes.

According to the Tianjin Port Free Trade Zone Sales and Purchase Agreement dated 5 December 1994
entered into between Lei Shing Hong Development Ltd. (7] 22 17 %% & 7 R 2~ 7)) (“Party A”), now known
as Lei Shing Hong Properties (China) Limited and Northern Star (Tianjin) Automobile Ltd.
(AL & (K ) W A KR A 7)) (“Party B”), a 84% owned subsidiary of the Company, the land (Nos. 48,
49 and 50 of J Zone of Tianjin Free Trade Zone) has an area of 50,297.30 sq.m. with a lease term of
49 years commencing on 21 January 1994 and expiring on 4 September 2042 for international trade,
warehouse and processed works with a consideration of US$6,977,801.28.

For the first three years, the Tianjin Port Free Trade Zone land use fee in respect of the property would
not be revised, however, this land use fee will be revised every 3 years but each revision period would
not be less than three years.

According to the State-owned Land Use Certificate — Bao Guo Yong (95) Zi Di No. 0023
(A + b A — £ 955 5400239 ) dated 24 March 1995, issued by the People’s Government
of Tianjin Municipality, the property has a land area of 50,297.30 sq.m. with a land use term
commencing on 21 January 1994 and expiring on 4 September 2042 for international trade, warehouse
and processed works.

According to the aforementioned Certificate, the title in respect of the property is vested in Northern
Star (Tianjin) Automobile Ltd. (b 2 (K @) X5 A R 2 #).

According to the Certificate of Housing Ownership — Fang Quan Zheng Bao Shui Zi Di No. 150000040
(55 & 07 A HE B — 5 HE &% B 5 45 1500000404 ) dated 8 October 1999, issued by the Tianjin Municipal
Real Estate Administration Bureau, the property is for office and warehouse purposes. The gross floor
areas of the buildings are as follows:

Gross Floor

Building No. No. of Storey Area

(sq.m.)
1 (Office) 1 71.62
2 (Office) 3 1,694.78
3 (Warehouse) 1 6,400.16
Total 8,166.56
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4. According to the Certificate of Housing Ownership dated 3 January 2003 issued by the Tianjin
Municipal Real Estate Administration Bureau, the property has a total gross floor area of 20,270.16
sq.m. for non-residential use, details of which are listed as follows:

Gross Floor

Building No. No. of Storey Area

(sq.m.)
1 (Guard room) } 1 106.94
2 (Office) } 3 1,694.78
3 (Warehouse) } Non-residential 1 6,400.16
4-5 (Warehouse) } 1 12,025.08
6 (Bunker) } 1 43.20
Total 20,270.16

According to the aforementioned Certificate, the title in respect of the property is vested in Northern
Star (Tianjin) Automobile Ltd. (-t 2 ( K #t) ¥ A R 2 7).

S. We have been provided with a copy of an Amendment Agreement Amending Lease Agreement for
Warchouse in respect of a portion of the property entered into between Northern Star (Tianjin)
Automobile Ltd. (the “Landlord”) and Mercedes-Benz (China) Ltd. (the “Tenant”). The initial term of
the Lease starts on 1 May 2006 for 5 years with an option for the Tenant to renew for another year by
notice in writing three months prior to expiration of the initial term of lease at the latest.

The gross floor area which is leased to the Tenant is 16,450 sq.m. with a total yearly rental of
RMB6,829,150 payable in monthly instalments of RMB569,095.83. The management fee is RMB36,135
per month to be payable to the Landlord every month and shall be increased every calendar year. The
following is the rent to be payable by the Tenant, and other particulars of the tenanted areas:

Gross Floor

Property Area Yearly Rent

(sq.m.) (RMB)
Storage space 15,400 6,464,150
Open area 1,000 292,000
Office area 50 73,000
Total 16,450 6,829,150

Any Party may transfer its rights or obligations under the aforementioned Tenancy Agreement to any
third Party but only with the explicit prior written consent of the other Party. The Landlord may sell,
transfer, assign, mortgage, use as a security or carry out any other disposal of the warehouse or of the
site during the term of the lease. In case of such transfer or disposal, the Landlord must guarantee to
the Tenant in writing prior to such transaction that the new Landlord will fulfil all its obligations under
the Agreement as well as all the terms and conditions as stated in the Agreement.

6. We have relied on all the information as provided to us by the Group and have prepared our valuation
on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the buildings, structures and facilities are in

compliance with local planning regulations and have been approved by the relevant government
authorities.
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(iv)  Our valuation of the property is based on the aforementioned land area and total gross floor areas
of the buildings, etc. as well as the rent which is being received and which is based on the
Amendment Agreement Amending Lease Agreement for Warehouse entered into between the
Landlord and Tenant as mentioned above.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to purchasers within and outside the PRC.

7. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Tianjin Port Free Trade Zone Sales and — signed
Purchase Agreement (dated 5 December 1994)

State-owned Land Use Certificate — obtained
(Bao Guo Yong (95) Zi Di No. 0023)

Certificate of Housing Ownership — obtained
(Fang Quan Zheng Bao Shui Zi Di No. 150000040)

Certificate of Housing Ownership — obtained
(dated 3 January 2003)

Amendment Agreement Amending Lease — signed

Agreement for Warehouse
(1 May 2006)
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18.

Property

Units 1121-1126,
12th Floor,

Block 1, Bo Ning
Garden,

No. 6 Zaoying
North Lane,
Chaoyang District,
Beijing,

People’s Republic
of China.

Description and tenure

The property comprises 6
residential units in Bo Ning
Garden, a residential
development situated in
Chaoyang District in the city of
Beijing and consisting of two 18-
storey apartment buildings with
car parking available on the
ground floor within the curtilage
of the development. The estate

Particulars of
occupancy

As at the date of
valuation, the six
residential units
comprising the

property are occupied

and used as staff
quarters.

Market value in

existing state as at

31 October 2007

RMB11,000,000

Notes:

was completed in 1996 or
thereabouts.

Access to the estate is from
Zaoying North Lane, one of the
secondary roads in this part of
the city. Developments in the
surrounding areas comprise a
mixture of medium-rise and
high-rise residential properties
and multi-storey
commercial/office premises
incorporating shopping
complexes.

The property comprises 6
apartments located on the same
level (i.e. 12th Floor) of Block A
of the estate and has a total gross
floor area of 711.10 sq.m.

The property has been granted a
State-owned land use term
commencing on 19 January 2000
and expiring on 22 September
2064 for residential purposes.

According to the Real Estate Sales Title Deeds — Shi Jiao Wai Bo Ning Zi Di Nos. 0003, 0004, 0005,
0006, 0007 and 0008 (J5 Hh 7 ¥ %2 — 77 ¢ 4} {1 % 7 550003, 0004, 0005, 0006, 0007 & 0008 %% ) all dated
19 January 2000, issued by Beijing Municipality Real Estate Exchange Bureau, the titles in respect of
the six residential units with a gross floor area of 134.83 sq.m., 95.96 sq.m., 124.76 sq.m., 124.76 sq.m.,
95.96 sq.m. and 134.83 sq.m. respectively were transferred to Northern Star (Tianjin) Automobile Ltd.
(AL 2 (K R A BRA 7)), a 84% owned subsidiary of the Company.

According to the Beijing Municipal Housing Registration List (Buildings) all dated 20 November 1996,
the number of storey of Block 1 is 18 levels. The building was built in 1996.

According to the Certificates of Housing Ownership — Jing Fang Quan Zheng Shi Chao She Wai Zi Di
Nos. 1410003, 1410004, 1410005, 1410006, 1410007 and 1410008, (= ZfiAHEE -
R T A F 451410003, 1410004, 1410005, 1410006, 1410007 J 1410008%%) all dated 28
November 2000, issued by the State-owned Land Resources and Housing Administration Bureau of
Beijing Municipality, the six units have a total gross floor 711.10 sq.m. and each of the properties has
a share of land of 11.62 sq.m., 8.27 sq.m., 10.75 sq.m., 10.75 sq.m., 8.27 sq.m. and 11.62 sq.m.
respectively. The land use term commenced on 19 January 2000 and will expire on 22 September 2064,
for residential purposes. The title in respect of the property is vested in Northern Star (Tianjin)
Automobile Ltd. (b £ ( K H) IS5 A R A ).
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4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the buildings in which the subject residential units are
located are in compliance with local planning regulations and have been approved by the relevant
government authorities.

(iv)  Our valuation of the property is based on the above-mentioned total gross floor area of the units.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

Real Estate Sales Title Deeds — obtained
(Shi Jiao Wai Bo Ning Zi Di Nos. 0003, 0004, 0005,
0006, 0007 and 0008)

Beijing Municipal Housing Registration Lists (Buildings) — issued
(all dated 20 November 1996)
Certificates of Housing Ownership — obtained

(Jing Fang Quan Zheng Shi Chao She Wai Zi Di Nos.
1410003, 1410004, 1410005, 1410006, 1410007
and 1410008)
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19.

Property

No. 19 Haitian
Road,

Dalian Free Trade
Zone,

Dalian,

Liaoning Province,
People’s Republic
of China.

Description and tenure

The property comprises a single
storey showroom/office building
with a mezzanine floor and an
adjoining single storey industrial
building both of which occupy a
parcel of land which has a
frontage to Haitian Road and a
return frontage to Xi San Road
in the Dalian Free Trade Zone
about 40 minutes’ driving
distance from the commercial
centre of the city of Dalian.

The Dalian Free Trade Zone is
an established designated light
industrial area which is an
independent free trade zone
which comprises a number of
industrial complexes and
premises some of which are
occupied by well-known
industrial companies, as well as
some commercial premises such
as shops, restaurants, banks, etc.
catering to customers located and
working in the area.

Part of the showroom and office
building on ground floor is used
partly for the display of new
Mercedes Benz luxury cars and
partly for office purposes whilst
the mezzanine floor is occupied
as executive offices and also
used for administrative and
miscellaneous purposes. The
building adjoining the
showroom/office building is used
for vehicle servicing and
maintenance as well as for
storage purposes. There is a
guardhouse which is located near
the entrance of the enclosed

property.
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of the tenancy.
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Prope

Notes:

Market value in
Particulars of existing state as at
rty Description and tenure occupancy 31 October 2007

The Group advised that the
buildings were constructed and
completed between 2004 and
2005 or thereabouts.

Access to the maintenance and
service areas of the property is
from Haitian Road while access
to the showroom and office is at
Xi San Road. The property is
enclosed with low bush fences
along the lot boundaries with the
entrances to the property secured
with foldable rolling metal gates.
Private car parking is available
within the curtilage of the

property.

According to copies of the
Certificates of Real Estate
Ownership, which were provided
to us, the total gross floor area
of the property is 8,271.06 sq.m.

According to the State-owned
Land Use Certificate, the
property has been granted a land
use right for a term of 50 years
from 1 October 2002 to 30
September 2052 for warehouse
and showroom purposes.

The land area occupied by the
aforementioned buildings is
18,300.40 sq.m.

According to the State-owned Land Use Right Sales Contract — Da Bao Di He Zi (2002) No. 19
(BEA L AR — KBS F(2002)19%8) (the “Sales Contract”), entered into between
Dalian Free Trade Zone Land Administration Burecau of the People’s Republic of China
(P NRIEAME KRB RB ® - M J5) and Northern  Star  (Dalian)  Automobile  Ltd.
(v 2 (kK #HE) R H A RA 7)), a 84% owned subsidiary of the Company, dated 24 September 2002, the
land (No. IB-42) has an area of 18,300.40 sq.m. for warehouse and showroom purposes with a land use
term commencing on 1 October 2002 and expiring on 30 September 2052.

The consideration of the land is US$35 per sq.m. which is based on a land area of 18,300.40 sq.m. and
amounts to a total sum of US$640,514. The land can be transferred, leased and mortgaged and is subject
to the terms and conditions as stated in the Sales Contract.

According to the State-owned Land Use Certificate — Da Bao Guo Yong (2006) Di No. 14011
(A + b — KHE B H2006)%1401145%) issued by the Dalian Free Trade Zone Administrative
Committee of the People’s Government, the land (No. IB-42) has an area of 18,300.40 sq.m. with a lease
term of 50 years expiring on 30 September 2052, for warehouse purpose.

According to the Certificates of Housing Ownership — Da Fang Quan Zheng Bao Shui Qu Zi Di Nos.
2006000604 and 2006000617 (5 = Jif A HE i — K b5 #E & R 8 [ % 452006000604 2 200600061755 )
both dated 15 March 2006, the subject property has a total gross floor area of 8,271.06 sq.m. for
showroom and warehouse uses. The title of the property is vested in Northern Star (Dalian) Automobile
Ltd. (JL 2 (K #) 3 H R A A).
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The following is a breakdown of the gross floor areas of the showroom and office building and the
warehouse in accordance with the aforementioned Certificates:

Gross Total Gross
Floor Area Floor Area
(sq.m.) (sq.m.)
Showroom and office building
Ist Level 1,556.94
Ist Mezzanine Level 527.76
2nd Mezzanine Level 80.48 2,165.18
Services, maintenance and storage warehouse
Ist Level 5,759.51
Mezzanine Level 311.87
Guard room 34.50 6,105.88
8,271.06
4. We have been provided with a copy of an Amendment Agreement Amending Lease Agreement for

Warehouse in respect of a portion of the property entered into between Northern Star (Dalian)
Automobile Ltd. (the “Landlord”) and Mercedes-Benz (China) Ltd. (the “Tenant”). The initial term of
the Lease starts on 1 May 2006 for 5 years with an option for the Tenant to renew for another year by
notice in writing three months prior to expiration of the initial term of the lease at the latest.

The gross floor area which is leased to the Tenant is 5,680 sq.m. with a total yearly rental of
RMB2,387,921.25 payable in monthly instalments of RMB198,993.44. The management fee is
RMB12,456.40 per month to be payable to the Landlord every month and shall be increased every
calendar year. The following is the rent to be payable by the Tenant, and other particulars of the tenanted

areas:
Gross
Property Floor Area Yearly Rent
(sq.m.) (RMB)
Storage space 5,115 2,147,021.25
Open area 500 146,000.00
Office area 65 94,900.00
Total 5,680 2,387,921.25

Any Party may transfer its rights or obligations under the aforementioned Tenancy Agreement to any
third Party but only with the explicit prior written consent of the other Party. The Landlord may sell,
transfer, assign, mortgage, use as security or carry out any other disposal of the warehouse or of the site
during the term of the lease. In case of such transfer or disposal, the Landlord must guarantee to the
Tenant in writing prior to such transaction that the new Landlord will fulfill all its obligations under the
Agreement as well as all the terms and conditions as stated in the Agreement.

5. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property

with the residual term of the land use right at no additional premium or other costs payable to the
government.
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(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the buildings and structures are in compliance with
local planning regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the aforesaid land area and gross floor areas of the
buildings and structures as well as the rent which is being received and which are based on the
Amendment Agreement Amending Lease Agreement for Warchouse entered into between the
Landlord and Tenant as mentioned above.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi)  The property may be disposed of freely to purchasers within and outside the PRC.

6. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(Da Bao Di He Zi (2002) No. 19)

State-owned Land Use Certificate — obtained
(Da Bao Guo Yong (2006) Di No. 14011)

Certificates of Real Estate Ownership — obtained

(Da Fang Quan Zheng Bao Shui Qu Zi Di Nos.
2006000604 and 2006000617)
Amendment Agreement Amending Lease Agreement — signed
for Warehouse
(dated 1 May 2006)
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Property

20. Land situated at
Nos. 508 — 516,
Huabei Road,
Nanguanling
Village,

Ganjingzi District,

Dalian,

Liaoning Province,

People’s Republic
of China.

Description and tenure

The property comprises a parcel
of vacant land situated at Huabei
Road in Ganjingzi District in the
city of Dalian, a major import
and export seaport located at the
southern tip of Liaoning
Province. The land is located
south-east of and quite close to
the Zhoushuizi International
Airport and north-west of the

Particulars of
occupancy

As at the date of
valuation, the
property is vacant and
held for future
development. As at
the date of valuation,
the Group does not
have an existing plan
for the development
of the property.

Market value in
existing state as at
31 October 2007

RMB7,950,000

Notes:

commercial centre of the city.

The land is relatively level and is
easily accessible from Huabei
Road, one of the main roads in
the city.

The total land area is 8,891.70
sq.m. The property is subject to a
land use right term of 40 years
commencing on 21 May 2007,
the date of signing of the State-
owned Land Use Right Sales
Contract, for commercial
purposes.

The salient conditions of the Agreement entered into between Dalian Bei Shi Qi Che Cheng
Development Co. Ltd. (k#db iy 9% 51 9 %8 & A FR 2> 7)) (“Party A”) and Mandarin Star Holding Ltd.
(h 2 EE AR A) (“Party B”), a 100% owned subsidiary of the Company, dated 4 August 2006 are
as follows:

(1) Party A agrees to supply the land situated at No. 5 Zone A of North City Vehicle Park, which has
an area of 9,000 sq.m. (estimated) with a land use term of 40 years commencing on the date as
shown on the State-owned Land Use Certificate when the land has been converted to State-owned
land and officially transferred to Party B.

(ii)  The property is capable of being developed as a “3S” Mercedes Benz Shop with other related
commercial facilities with a gross floor area of 6,900 sq.m., for commercial purposes.

The salient conditions of the State-owned Land Use Right Sales Contract No. GF-2000-2601, entered
into between People’s Republic of China Liaoning Province Dalian Municipality State-owned Land
Resources and Housing Bureau (the “Seller”) and Lei Shing (Dalian) Automobile Service Co. Ltd.
(R B (R #)RERE A R ) (the “Purchaser”), a 100% owned subsidiary of the Company, dated 21
May 2007 are as follows:

(1) The property has a land area of 8,891.70 sq.m. with a land use term of 40 years from the date of
signing of this Contract. The consideration of the land is RMBS5,050,486 which translates to a
price on gross floor area of RMB710 per sq.m.

(i)  The property can be transferred, leased or mortgaged according to the terms and conditions as
stated in the aforementioned Contract.

The salient condition of the Supplementary Agreement entered into between Dalian Bei Shi Qi Che
Cheng Development Co. Ltd. (% b 77 75 3% 8% J& 4 R 28 /) (“Party A”) and Lei Shing (Dalian)
Automobile Service Co. Ltd. (F| & (K% ) < B R % A R 2> 7)) (“Party B”) dated 10 May 2007, states
that Party A shall hand over the land to Party B (the wholly-owned subsidiary of Mandarin Star Holding
Ltd. (b & 4 [ 4 FR 23 7)) in accordance with the terms and conditions as stated in the above-mentioned
Agreement.
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4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

()

(i)

(iii)

(iv)

(v)

(vi)

(vii)

Subject to obtaining the State-owned Land Use Right Certificate, the Group shall be in possession
of a legal title to the property and shall be entitled to transfer the property with the residual term
of the land use right at no additional premium or other costs payable to the government.

All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

Our valuation of the property is of the land with development potential and is based on the
aforementioned land area.

No account is taken in our valuation of any land premium or other premium which might be
payable upon development of the property in due course.

No account is taken in our valuation of any penalty which may be imposed for the delay in the
development of the land.

The design of any proposed building to be erected on the land shall be in compliance with local
planning regulations and the construction and eventual completion of the building shall be

approved by the relevant government authorities in due course.

Our valuation of the property is based on a 100 per cent attributable interest.

(viii) The property may be disposed of freely to purchasers within and outside the PRC.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Agreement — signed
(dated 4 August 2006)

Supplementary Agreement — signed
(dated 10 May 2007)

State-owned Land Use Right Sales Contract — signed

(dated 21 May 2007)

—200 -



APPENDIX II

PROPERTY VALUATION - HONG KONG AND CHINA

21.

Property

Industrial premises
situated at 5 and
12 Zu,

Helin Village,
Longtan City
Industry
Concentrate
Development
Zone,

Chenghua District,
Chengdu,

Sichuan Province,
People’s Republic

Description and tenure

The property comprises a piece
of land upon which an industrial
building is being developed. The
property is situated in Helin
Village within Longtan City
Industry Concentrate
Development Zone about 30
minutes’ driving distance from
the north-east of the city of
Chengdu, the capital of Sichuan
Province.

The property is currently under

Market value in
existing state as at
31 October 2007

Particulars of
occupancy

As at the date of
valuation, the building
in the area relating to
Phase I of the land is
under construction
and the super-
structure of the
building is anticipated
to be completed in the
first quarter of 2008.

RMB19,900,000

As at the date of
valuation, the Group

of China.

Notes:

does not have an
existing plan for the
development of the
remaining area of the
land.

development with the
construction of the building
having reached superstructure
level. Internal finishes and
decorations are being undertaken
while external site works and
related works are in progress.

The land is relatively level and
has an area of 19,676.42 sq.m.
The property is subject to a land
use right for a term of 50 years
expiring on 12 July 2056, for
industrial purposes.

The salient conditions of the State-owned Land Use Right Sales Contract — No. 5101 Cheng (2006) Chu
Rang He Tong Di No. 27 (B4 & b fli i #Eth i & W — 51014(2006)d: 3% 4 7 552795 ) entered into
between People’s Republic of China Sichuan Province Chengdu Municipality State-owned Land
Resources Bureau (+ #& A R 4L A0 BPY 1| & &8 B0 + & U5 f5) (the “Seller”) and Teamwell (Chengdu)
Automobile Service Co. Ltd. (K g (W #)IRHE R 4 BR A Al) (the “Purchaser”), a 100% owned
subsidiary of the Company, dated 13 July 2006 are as follows:

(1) The property has a land area of 19,676.42 sq.m. with a land use term of 50 years from the date
of signing of this Contract.

(ii)  The consideration of the land is RMB100 per sq.m. which amounts to a sum of RMB1,967,642.

(iii)

The Purchaser agrees to commence construction works before 20 December 2006.
(iv)  After the State-owned Land Use Certificate has been obtained, the property can be transferred,
leased or mortgaged according to the terms and conditions as stated in the Contract.

According to the State-owned Land Use Certificate — Cheng Guo Yong (2006) Di No. 790
(B9 A + #b 65 35 — B H(2006) 5579058 ) dated 28 August 2006, issued by the People’s Government
of Chengdu Municipality, the land has an area of 19,676.42 sq.m. with a land use term of 50 years
expiring on 12 July 2056, for industrial purposes. The title in respect of the property is vested in
Teamwell (Chengdu) Automobile Service Co. Ltd. (K J& (& #5 ) % 55 iRk %5 A BR 2 7).

The surrounding areas in relation to the four boundaries of the property are Nan Zhi Yi Qu Green Belt
to the east, 3rd Ring Road Green Belt to the west, Longtan Industrial Park Green Belt Line A to the south
and Administrative Committee Office of Longtan City Industry Concentrate Development Zone of
Chengdu to the north.
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3. According to the Construction Project Works Permit No. X510100200707300201 (7 & T2 jifi T #F n] 75
— HR % X510100200707300201), Phase 1 of the property has a gross floor area of 3,249.21 sq.m. while
the completion date is 30 July 2007.

4. We have relied on all the information as provided to us by the Group and the legal opinion of the

Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the aforementioned land area and the total gross floor
area of the development being built on the land.

(iv)  No account is taken in our valuation of any land premium or other premium which might be
payable upon development of the property.

(v)  We are advised by the Group that the estimated total cost of completing Phase 1 of the
development is RMB10,000,000 and the anticipated completion date is in the first quarter of
2008.

(vi) The estimated value after Phase 1 of the development has been completed is RMB22,500,000.

(vii) According to the State-owned Land Use Right Sales Contract, the consideration in respect of the
land is RMB1,967,642 whilst the total construction and related costs, as at the date of valuation,
are RMB8,800,000 for Phase 1.

(viii) The design of the building being erected on the land shall be in compliance with local planning
regulations and the construction and eventual completion of the building shall be approved by the
relevant government authorities in due course.

(ix)  Our valuation of the property is based on a 100 per cent attributable interest.

(x)  The property may be disposed of freely to purchasers within and outside the PRC.

5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(No. 5101 Cheng (2006) Chu Rang He Tong Di No. 27)

State-owned Land Use Certificate — obtained
(Cheng Guo Yong (2006) Di No. 790)

Construction Project Planning Permit — obtained
(Cheng Gui Jian Zhu (2007) No. 228)

Construction Project Works Permit — obtained

(No. K510100800707300201)
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22.

Property

No. 6 Wenhuayuan
East Road,

Beijing
International
Automobile
Exhibition Centre,
Beijing Economic
and Technological
Development Area,
Beijing,

People’s Republic
of China.

Particulars of
Description and tenure occupancy
As at the date of
valuation, the
property is owner-
occupied.

The property comprises light
industrial premises consisting of
a single storey building
incorporating a 2-storey
adjoining building with a
basement. The buildings occupy
a parcel of land which has an
area of 8,432.70 sq.m.

This industrial area is located to
the south-east of Beijing and
about 30 minutes’ driving
distance from the City centre and
about 35 minutes’ drive from
Beijing International Airport. The
area is popular among car
manufacturers and dealers which
use their premises for the
display, storage, repair and
maintenance of motor vehicles.

The single storey building is
currently used for the storage of
Mercedes Benz cars with the
adjoining 2-storey building used
partly as ancillary offices and
partly for other purposes such as
storage of motor vehicles and
spare parts, for car repairs,
maintenance and washing, etc.
There is a small canteen for staff
use located on the 2nd level of
the adjoining building. The
basement accommodates an
electric generator room and a
boiler room.

According to a copy of the
Certificate of Real Estate
Ownership, which was provided
to us, the total gross floor area
of the buildings is 5,442.96 sq.m.

According to the People’s
Republic of China State-owned
Land Use Certificate, the total
site area occupied by the
development is 8,432.70 sq.m.

The property has been granted a
State-owned land use right for a
term expiring on 21 March 2052,
for industrial use.
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Notes:

According to the People’s Republic of China State-owned Land Use Certificate — Kai Gang Ao Tai Guo
Yong (2004) Zi Di No. 9 (B A -+ #in 6 f & — B s M & Y A1 (2004) %55 94% ) dated 25 July 2004 issued
by the People’s Government of Beijing Municipality, the land has an area of 8,432.70 sq.m. with a land
use term as stated in the aforesaid Certificate, which will expire on 21 March 2052, for industrial use.
The title in respect of the property is vested in Mandarin Star Holding Ltd. (+f &£ 4 B A& R 2 7), a 100%
owned subsidiary of the Company.

According to the Certificate of Housing Ownership — Jing Fang Quan Zheng Kai Gang Ao Tai Zi Di No.
00036 (= J= i A HEwE — 5t = HEwS B I & 7550003648 ) dated 21 December 2004, the building has a
gross floor area of 5,442.96 sq.m. for industrial use. The title in respect of the property is vested in
Mandarin Star Holding Ltd. (4 2 % B A R 2 7).

The following is a breakdown in the gross floor areas of the buildings:

Ist and 2nd Levels 5,096.40 sq.m.
Basement 346.56 sq.m.
Total 5,442.96 sq.m.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii))  The design, construction and completion of the buildings are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor area
of the building.

(v)  We are advised by the Group that the consideration in respect of the land is HK$8,799,408.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.

(vii) The property may be disposed of freely to purchasers within and outside the PRC.

The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group are as follows:

People’s Republic of China State-owned — obtained
Land Use Certificate
(Kai Gang Ao Tai Guo Yong (2004) Zi Di No. 9)

People’s Republic of China Certificate of — obtained
Real Estate Ownership
(Jing Fang Quan Zheng Kai Gang Ao Tai Zi Di
No. 00036)
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23.

Property

Property situated
at Hailar West
Street,

Lifeng Automobile
Cultural Plaza,
Hohhot,

Inner Mongolia
Autonomous
Region,

People’s Republic
of China.

Notes:

Description and tenure

The property comprises a two-
storey building with a mezzanine
floor, occupying a parcel of land
which has a frontage to Hailar
West Street in the city of
Hohhot, the capital of Inner
Mongolia Autonomous Region.
The commercial centre of the
city is located to the southeast of
the property. Domestic air flights
from Hohhot can reach Beijing,
Shanghai and 20 other major
cities.

The property is currently used as
a showroom for Mercedes Benz
cars with ancillary offices as
well as workshops for car
service, etc.

The area of the land in respect of
the property is 6,409.70 sq.m.
The property has been granted a
State-owned land use for a term
expiring on 28 April 2043 for
commercial purposes.

Market value in
existing state as at
31 October 2007

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

RMBS5,100,000

1. According to the State-owned Land Use Certificate — Hu Guo Yong (2005) Di No. 01422
(B A - b 78 — PP A(2005)5501422%8) dated 29 December 2005, issued by the People’s
Government of Huhhot Municipality, the land has an area of 6,409.70 sq.m. with a land use term

expiring on 28 April 2043, for commercial purposes. The title in respect of the property is vested in
Mandarin Star Holding Ltd. (" &2 % B 47 [R 22 ), a 100% owned subsidiary of the Company.

2. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the land and is entitled to transfer the land with the

residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the building are in compliance with local planning

regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area.

(v)  Our valuation is of the land which has been issued with a State-owned Land Use Certificate. As
the building occupying the land has not been issued with a Certificate of Real Estate Ownership,
we have not attributed a market value on the building which is for the Company’s own use.
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(vi) We are advised by the Group that the consideration in respect of the land is RMB4,799,793.
(vii) Our valuation of the property is based on a 100 per cent attributable interest.
(viii) The property may be disposed of freely to purchasers within and outside the PRC.

3. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificate — obtained
(Hu Guo Yong (2005) Di No. 01422)
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24.

Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

No. 2

East The property comprises industrial ~ As at the date of No commercial value

Laiguangying buildings which are erected on a valuation, the

Road,

parcel of land having a frontage property is subject to

Chaoyang District,  to Laiguangying Road in a joint-venture details
Beijing, Chaoyang District in the city of of which are stated in
People’s Republic Beijing. This area of Beijing is Note 1 below.

of China. about 20 minutes’ driving

Notes:

distance to the airport.

The industrial premises comprise
low-rise buildings which are used
as showrooms for Mercedes Benz
cars with ancillary offices as
well as workshops for car
repairs, after-sales services, etc.

The land in respect of the
property is paved and fenced and
there is ample car parking space
within the curtilage of the
property. The land has an area of
6,053 sq.m.

The total gross floor area of the
buildings is 1,747.20 sq.m.

The salient conditions of the Joint-venture Agreement dated 18 July 1997 entered into between Beijing
Star Automobile Service Co. Ltd. (b 5% ¥ A R # & B A f]) (“Party A”), a 80% owned subsidiary
of the Company and Beijing City Tian Yang Jiu Xing Service Group (It 5 1 K [ JL &2 Ik % 4 ) (“Party
B”) are as follows:

Period of Joint-venture

(1) Party A and Party B both agreed that the time limit for the joint-venture is 20 years from the valid
date of this Agreement;

Form of Joint-venture

(i) By virtue of their relationship in the Joint-venture, both parties mutually agree not to set up any
other joint-venture company;

(iii)  All the day to day decisions relating to the joint-venture activities shall be made by Party A whilst
Party B shall provide all the necessary assistance relating to the joint-venture operation;

Conditions of Joint-venture

(iv)  Party A shall provide all the capital, equipment, techniques and workforce for the joint-venture;

(v)  Party B shall provide the land which has an area of 6,053 sq.m. and the warehouses which have
a total gross floor area of 1,747.20 sq.m.
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Alteration of the warehouse

(vi)  According to the Joint-venture’s necessity, Party A shall draw up the modification schemes for the
workshop and assume all the alteration costs of the warehouses and specifically carry out the
works;

(vii) Party B shall apply for all the necessary certificates and permits relating to all matters concerning
the property with the relevant government departments in order to comply with the government’s
ordinances as well as obtain its superior unit’s approval. Party B shall be responsible for all the
aforementioned applications and shall also bear all the costs or fees in connection with the
applications.

The necessary procedure for the Joint-venture

(viii) Party B shall provide all the necessary documents in order to assist Party A to process the change
of use of the property and all the related procedures for the special trade permit of the
joint-venture.

Distribution of Joint-venture benefits

(ix)  For the first five years, Party B is entitled to a yearly sum of RMB400,000 whilst for the 6th to
10th years Party B is entitled to a yearly sum of RMB432,000. For the 11th to 15th years, Party
B is entitled to a yearly sum of RMB464,000 whilst for the 16th to 20th years, Party B is entitled
to a yearly sum of RMB496,000. The rest of the benefits shall be for the account of Party A.

Party B is not permitted to transfer or mortgage the Joint-venture site or carry out the same type
of business on the subject site.

Change of circumstances

(x)  The Joint-venture Agreement shall automatically cease as a result of the provisions of
government’s ordinances which lead to the demolition of the warehouses or the suspension of the
Joint-venture operation. In such an event, Party A shall reclaim any equipment and materials in
the warehouses that Party A considers a necessity to reclaim.

Expiration of Joint-venture

(xi) Upon expiration of the Joint-venture, Party A can reclaim all the equipment and the warehouses
on the site shall revert to Party B in good condition.

Terms of guarantee by Party B

(xii) Party B guarantees that the land and warehouse which are provided to Party A, are for Party B’s
legal use and are granted by its superior, State-operated Dong Jiao Farm (BR%F & ¥5), which
confirmed the Joint-venture by its chop on the Agreement.

(xiii) In order to guarantee that Party B has fully abided by the terms of the Joint-venture Agreement,
the State-operated Dong Jiao Farm (H %% i #5) volunteered to be the irrevocable guarantor of
Party B’s responsibilities until the expiry date of the Joint-venture or two years after the cessation
of the Joint-venture.
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2. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) Dong Jiao Farm (R %8 J2 ¥ ), the State-operated Unit that guarantees the legal status of Party B
has legal title to the property whereas Party A only has the right to use the premises by virtue of
the Joint-venture Agreement. On this basis, the right to the transfer of the property belongs to
Dong Jiao Farm (R %R & 15).

(i)  On the basis of (i) above and in view of the fact that Party A is not in possession of a legal title
to the property, no commercial value is attributable to the property for Party A.

3. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development and use of the property interest in accordance with information
provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as follows:

Joint-venture Agreement — signed
(Please refer to Note 1 above)
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25.

Property

Market value in
Particulars of existing state as at
Description and tenure occupancy 31 October 2007

No. 54 Harbin The property comprises two As at the date of No commercial value

Road,

industrial buildings occupying a valuation, the

Sifang District, parcel of land which has a property is subject to
Qingdao,
Shandong
Province,
People’s Republic seaport located on the eastern
of China.

Notes:

frontage to Harbin Road in a land lease, details of
Sifang District in the city of which are stated in
Qingdao, a major deep water Note 1 below.

coast of Shandong Province. This
area of Qingdao in which the
property is located is about 15
minutes’ driving distance to the
commercial centre of the city.

The industrial premises comprise
a modern 3-storey main building
which is used partly as a
showroom for Mercedes-Benz
cars and partly for administrative
purposes. The adjacent ancillary
buildings accommodate
workshops for after-sales
services, etc.

The land in respect of the
property is paved and fenced and
there is ample car parking space
within the curtilage of the
property. The land has an area of
8,400 sq.m.

The salient conditions of the Improved Land Lease Contract dated 6 May 1996 entered into between
Qingdao Shuang Shan Industrial Trading Main Company (& & # 1] T8 42 /\ 7)) (“Party A”) and
Qingdao Star Automobile Service Co. Ltd. (5 & 2 2R HER B A R 7)) (“Party B”), a 100% owned
subsidiary of the Company, are as follows:

()

(i)

(iii)

(iv)

Party A and Party B both agreed that Party B leases the land from Party A, which has an area of
8,400 sq.m.

Out of the above-mentioned land area of 8,400 sq.m., a portion of the land having an area of 4,725
sq.m. has been leased to Party B with the lease term commencing on 6 May 1996 whilst the
remaining portion of the land amounting to an area of 3,675 sq.m. was leased to Party B with the
lease term commencing on 1 October 1997. The aforementioned two leases shall expire on 31
December 2026.

The rental for 1996 to 1997 is based on the actual area which is leased to Party B and is calculated
on a daily basis. The rental for the whole piece of land is US$4.38 per sq.m. per annum including
the land use fee for the first five years. Beginning from 2002, the basic rental will be increased
every five years by 5%, 10%, 15%, 20% and 25%. Payment of the rent is according to the middle
rate of the Renminbi as regulated by the State Administration of Foreign Exchange.

The aforesaid property which is leased to Party B is for Party B to set up the Qingdao Star

Automobile Service Co. Ltd. (75 & 2 2 X #H IR ¥ 4 R 22 7)) and the property cannot be rented out
to any third party during the lease period.
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(v)

(vi)

(vii)

Party A shall assist Party B to demolish the old buildings and construct the new building with
ancillaries on the leased land as well as undertake all the related construction works procedures
and apply for the documents with the relevant government departments. All the charges which are
incurred as a result of the applications shall be borne by Party B.

According to the National stipulation, upon expiration of the Lease, the land and the buildings on
the land as well as the electrical installations shall belong to Party A without consideration and
the remaining items shall belong to Party B.

If Party B wishes to renew the Lease, Party B has priority to lease the property but has to give
notice to Party A 180 days in advance and sign the new contract through negotiations between
both parties.

2. We have relied on all the information as provided to us by the Group and the legal opinion of the

Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) As mentioned above, Party B leases the land from Party A and it (Party B) does not have an
interest in the property but is only entitled to use the land and the buildings on it for its own
purposes.

(i)  On the basis of (i) above and in view of the fact that Party B is not in possession of a legal title
to the land, no commercial value is attributable to the property for Party B.

3. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development and use of the property interest in accordance with information
provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as follows:

Improved Land Lease Contract — signed
(dated 6 May 1996)
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26.

Property

Market value in
Particulars of existing state as at
Description and tenure occupancy 31 October 2007

No. 60-1 Gongye The property comprises four As at the date of No commercial value

South Road,

industrial buildings and ancillary ~ valuation, the

Lixia District, buildings which are erected on a property is subject to

Jinan,

Shandong

Provin

ce,

parcel of land having a frontage a lease details of
to Gongye Road in Lixia District ~ which are stated in
in the city of Jinan, the capital of Note 1 below.

People’s Republic Shandong Province, which is rich
of China.

Notes:

in historical and cultural relics.
The area in which the property is
located is about 35 minutes’
driving distance to Jinan
International Airport (Yao Qiang
Airport).

The industrial premises comprise
low-rise buildings which are used
as showrooms for Mercedes Benz
cars with ancillary offices as
well as workshops for car
repairs, after-sales services, etc.

The land in respect of the
property is paved and fenced and
there is ample car parking space
within the curtilage of the
property. The land has an area of
13,360 sq.m.

The total gross floor area of the
buildings is 4,886.23 sq.m.

The salient conditions of the Land Lease Contract dated 10 September 2000 entered into between Jinan
Hua Da Enterprise Holding Company (i #d # %2 {> 26 4 B 8 A ®]) (“Party A”) and Jinan Star
Automobile Repair & Service Co. Ltd. (2 & IR 4B R A R /) (“Party B”), a 100% owned
subsidiary of the Company, are as follows:

()

(ii)
(iii)

(iv)

v)

(vi)

Party A and Party B both agreed that Party B leases the land from Party A, which has an area of
13,360 sq.m.

The lease term commenced on 1 January 1996 and will expire on 31 December 2025.

Beginning from 2001, the rental for the first five years is RMB200,000 per annum. The basic
rental will be increased every five years by 5%, 10%, 15%, 20% and 25%. The total rental for
the aforesaid 30 years is RMB6,750,000.

The rent has to be paid in advance in one lump sum annually and if Party B pays the 30 years
rental at one time in advance, Party A agreed to settle it at 75% of the total amount of the rent.

The aforesaid property which is leased to Party B is for Party B to set up the Jinan Star
Automobile Repair & Service Co. Ltd. and the property cannot be rented out to any third party
during the lease period.

Party A shall assist Party B to apply for all the related construction works procedures with the

relevant government departments. All the charges which are incurred as a result of the
applications shall be borne by Party B.
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(vii)

(viii)

(ix)

Party A shall assist Party B to demolish the old buildings and construct the new building with
ancillaries on the leased land as well as apply for all the related construction works procedures
with the relevant government departments. All the charges which are incurred as a result of the
applications shall be borne by Party B.

After the expiration of the Lease, the land and the buildings on the land as well as the electrical
installations shall belong to Party A without consideration and the remaining items shall belong
to Party B.

If Party B wishes to renew the Lease, Party B has priority to lease the property but has to give
180 days notice in advance to Party A and sign the new contract through negotiations between
both parties.

2. According to the Certificate of the Housing Ownership — Ji Fang Quan Zheng Li Xie Zi Di No. 057538
(ERFTAMEE — 7 E BB F80575384%8) dated 29 November 2001, issued by the Real Estate
Administration Bureau of Jinan Municipality, the property has four 1 to 2-storey high industrial
buildings which have a total gross floor area of 4,886.23 sq.m. for industrial purposes.

3. We have relied on all the information as provided to us by the Group and the legal opinion of the

Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) As mentioned above, Party B leases the land from Party A and it (Party B) does not have an
interest in the land but is only entitled to use the land and the buildings on it for its own purposes.
(i1)  On the basis of (i) above and in view of the fact that Party B is not in possession of a legal title
to the land although it has the Real Estate Ownership Certificate for the buildings, no commercial
value is attributable to the property for Party B.
4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development and use of the property interest in accordance with information
provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as follows:

Land Lease Contract — signed
(dated 10 September 2000)
Certificate of Housing Ownership — obtained

(Ji Fang Quan Zheng Li Xie Zi Di No. 057538)
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27.

Market value in

Particulars of existing state as at
Property Description and tenure occupancy 31 October 2007
No. 201 Zhongnan  The property comprises a As at the date of RMB27,500,000
Road, 4-storey industrial building which  valuation, the
Zhongshan occupies two parcels of land property is owner-
District, each having a frontage to occupied.
Dalian, Zhongnan Road in the city of

Liaoning Province, Dalian, a major import and
People’s Republic export seaport located at the
of China. southern tip of Liaoning

Notes:

Province. The building is
believed to have been built in
1998 or thereabouts.

The property is currently used as
a showroom for Mercedes Benz
cars with ancillary offices as
well as storage and workshops
for car repairs, etc.

One of the two parcels of land
has an area of 3,174.50 sq.m.
and is for commercial service
purposes whilst the other piece
of land has an area of 3,338.60
sq.m. and is for industrial
purposes. The total area of the
two parcels of land is therefore
6,513.10 sq.m. The first piece of
land has a land use term of 40
years whilst the other parcel of
land has a land use term of 50
years.

The gross floor area of the
building is 5,607.09 sq.m.

The salient conditions of the State-owned Land Use Right Sales Contract (B 45 + Hb {3 i #E i 35 & W)
dated 5 January 2005 entered into between People’s Republic of China Liaoning Province Dalian
Municipality ~ State-owned  Land  Resources and Housing Bureau ("% AR ILH
ML KT R - EEMERER) (“Party A”) and Dalian Star Automobile Service Co. Ltd.
(K o EYR L IR 75 A B2 |]) (“Party B”), a 63% owned subsidiary of the Company, are as follows:

(1) The total area of the two parcels of land is 6,513.10 sq.m. with one parcel having an area of
3,174.50 sq.m. and is for commercial service purposes whilst the other piece of land having an
area of 3,338.60 sq.m. is for industrial purposes. The first piece of land has a land use term of
40 years whilst the second parcel of land has a land use term of 50 years commencing on the date
of signing this Contract.

(ii)  Use of the property is for commercial service and industrial purposes.

(iii)  The price of the land is RMB1,570 per sq.m. for commercial service purposes and RMB630 per
sq.m. for industrial purposes, both prices making up a total consideration of the land of
RMB5,536,246.

(iv)  The building which is constructed on the land has to comply with the following requirements:

(a)  Use of the building is for commercial service and industrial purposes.
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(b)  The gross floor area for commercial service purposes is 2,131.68 sq.m. and for industrial
purposes is 3,475.41 sq.m. which make up a total gross floor area of 5,607.09 sq.m.

(v)  The property can be transferred, leased and mortgaged according to the terms and conditions as
stated in the above-mentioned Contract.

2. According to the State-owned Land Use Certificates — Da Guo Yong (2005) Zi Di No. 01023
(A T i fif 7 — KB Q20057 %01023%8) and Da Guo Yong (2005) Zi Di No. 01024
(B A7 £ ol 7% — KB I(2005) 5 4501024%¢) both dated 16 April 2005 and issued by the People’s
Government of Dalian Municipality, each of the two parcels of land (Nos. 1-11-6-20-5 and 1-11-6-20-4)
has an area of 3,338.60 sq.m. and 3,174.50 sq.m. respectively with both lots making up a total land area
of 6,513.10 sq.m. The first lot has a land use term of 50 years expiring on 4 January 2055 while the
second lot has a land use term of 40 years expiring on 4 January 2045. The first lot is for industrial
purposes and the latter one is for commercial service. The title in respect of the property is vested in
Dalian Star Automobile Service Co. Ltd. (k% 1 B 95 H iR % A R A 7).

3. According to the Certificates of Housing Ownership — Da Fang Quan Zheng Zhong Dan Zhi Di No.
1999600604 (55 J2 Fir 45 HE & — K 55 i 35 b %17 451999600604 %5 ) dated 2 September 1999 issued by the
Dalian Municipal Real Estate Administration Bureau, the subject property is a 4-storey building with a
gross floor area of 5,607.09 sq.m. for non-residential use. The title in respect of the property is vested
in Dalian Star Automobile Service Co. Ltd. (K # /b 2y H IR % A R A ).

4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(i) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the aforementioned total land area and the total gross
floor area of the building.

(v)  We are advised by the Group that the total construction and related costs, as at the date of
completion, are RMB22,149,200.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.

(vii) The property may be disposed of freely to purchasers within and outside the PRC.

S. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(dated 5 January 2005)

State-owned Land Use Certificate — obtained
(Da Guo Yong (2005) Zi Di No. 01023)

Certificate of Housing Ownership — obtained

(Da Fang Quan Zheng Zhong Dan Zhi Di
No. 1999600604)
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28.

Property

No. 443
Chengxiang Road,
Daoli District,
Harbin,
Heilongjiang
Province,
People’s Republic
of China.

Description and tenure

The property comprises a single-
storey building with a mezzanine
floor, occupying a parcel of land
and has a frontage to Chengxiang
Road in Daoli District in the city
of Harbin. The building is
believed to have been built in
2006. Chengxiang Road is one of
the main roads in this part of
Harbin which is a mixed-user
area about 30 minutes’ drive
from Harbin International
Airport.

The property is located on the
outskirts of the town centre and
is in an area which is popular
among car manufacturers and
dealers which use their premises
for the display, storage, repair
and maintenance of motor
vehicles.

The land is irregular in shape
with grill fencing at the side and
brick fencing at the back of the
property. Part of the land
adjoining the building is used for
the parking of cars and part of it
is vacant with landscaping.

The 1st level of the subject
building is currently used as a
showroom for new Mercedes
Benz luxury cars while the
mezzanine level is occupied by
administrative and accounts
offices. The adjoining rear
portion of the building is for car
checkup, repair, maintenance, car
spray painting and washing, etc.

There is a guardhouse which is
located at the entrance of the
enclosed property.

According to the copies of the
State-owned Land Use
Certificates which are provided
to us, the areas of the two
parcels of land are approximately
3,550 sq.m. and 1,312 sq.m.
respectively. We are advised by
the Company that the total gross
floor area of the building is
2,657 sq.m. The land use terms
of the above-mentioned two
parcels of land will expire on 15
May 2043 and 24 March 2033.
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occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMB14,900,000
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Notes:

According to the State-owned Land Use Certificates — Ha Guo Yong (2004) Di Nos. 3821 and 3822
(B A7 - ol 75 — I H1(2004)453821 1%38224%5) both dated 2 July 2004 issued by the People’s
Government of Harbin Municipality, the property comprises two parcels of land with areas of 3,550
sq.m. and 1,312 sq.m. respectively. One of the aforementioned Certificates is for a land use term of 40
years for commercial use while the other Certificate is for a land use term of 30 years for industrial use,
both terms expiring on 15 May 2043 and 24 March 2033 respectively. The title in respect of the property
is vested in Harbin Star Automobile Repair and Service Co. Ltd., a 70% owned subsidiary of the
Company.

According to the Certificate of Housing Ownership — Ha Fang Quan Zheng Li Zi Di No. 0701006129
(RRFAHDE - 15 F S 740701006129%8) dated 7 February 2007 issued by Harbin Municipal
Real Estate Housing Bureau (W #f§ 7 7 = & {1 ¢ J&)), the property has a gross floor area of 2,601.26
sq.m., for commercial service purposes. The title in respect of the property is vested in Harbin Star
Automobile Repair and Service Co. Ltd., a 70% owned subsidiary of the Company.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the abovementioned land area and gross floor areas of
the property.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to purchasers within and outside the PRC.

The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificates — obtained
(Ha Guo Yong (2004) Di Nos. 3821 and 3822)

Certificate of Housing Ownership — obtained

(Ha Fang Quan Zheng Li Zi Di No. 0701006129)
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29.

Property

No. 48 Fengcheng
5th Road,

Xi’an Economic
and Technological
Development Area,
Xi’an,

Shaanxi Province,
People’s Republic
of China.

Description and tenure

The property comprises a single-
storey building with a mezzanine
floor and a dormitory building,
occupying a parcel of land and
has a frontage to Fengcheng 5th
Road in the Xi’an Economic and
Technological Development Area
in the city of Xi’an. The building
is believed to have been built in
2004. Fengcheng 5th Road is one
of the main roads in this part of
Xi’an which is a mixed-user area
about 35 minutes’ drive from
Xi’an Xiangyang International
Airport.

The property is located on the
outskirts of the town centre and
is in an area which is popular
among car manufacturers and
dealers which use their premises
for the display, storage, repair
and maintenance of motor
vehicles.

The land is rectangular in shape
with metal and brick fencing at
the side and brick fencing at the
rear of the property. Part of the
land adjoining the building is
used for the parking of cars and
part of it is vacant with
landscaping.

The 1st level of the subject
building is currently used as a
showroom for new Mercedes
Benz luxury cars while the
mezzanine level is occupied by
administration and accounts
offices. The adjoining rear
portion of the building is a
workshop for car checkup,
repairs, maintenance, car spray
painting and washing, etc.

There is a small 2-storey
dormitory building at the rear on
the right side of the land. Within
the buiiding on the 1st level is a
canteen while on the 2nd level is
a dormitory for workshop
employees.

There is a guardhouse which is
located at the entrance of the
enclosed property.

According to the copies of the
State-owned Land Use
Certificates which are provided
to us, the land area of the
development is approximately
10,657.40 sq.m. with a land use
term expiring in May 2053, for
industrial use.
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Notes:

According to the People’s Republic of China State-owned Land Use Certificate — Xi Jing Guo Yong
(2003 Chu) Zi Di No. 19 (B 47 - 3t fif F & — 75 48 [ F1(2003i4) 5 45 19%% ) dated 19 May 2003 issued by
the People’s Government of Xi’an Municipality, the property has a land area of 10,657.40 sq.m. (15.986
mu) with a land use term of 50 years expiring in May 2053 for industrial use. The title of the property
is vested in Xi’an Star Automobile Repair and Service Co. Ltd. (J§% 2 B IRH LB RE H WA F), a
75% owned subsidiary of the Company.

According to the Certificate of Real Estate Ownership — Xi’an Shi Fang Quan Zheng Wei Yang Qu Zi
Di No. 014801 (5 /2 fir 5 W & — 74 % 117 /5 HE 78 ok Je I 5~ 55014801 9% ) dated 14 May 2005 issued by the
Xi’an Municipal State-owned Land Resources and Housing Administration Bureau, the main building
of the property has a gross floor area of 2,311.27 sq.m. for commercial use whereas the dormitory
building has a gross floor area of 528.68 sq.m. making up a total gross floor area for the two buildings
of 2,839.95 sq.m. Although the dormitory building is used as living quarters by workshop employees,
the use as stated in the aforementioned Certificate is “other uses”. The title of the property is vested in
Xi’an Star Automobile Repair and Service Co. Ltd. (7§ % z BB 4B IR H A R A 7)), a 75% owned
subsidiary of the Company.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the buildings are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the abovementioned land area and gross floor areas of
the property.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with

information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

State-owned Land Use Rights — obtained
(Xi Jing Guo Yong (2003 Chu) Zi Di No. 19)

Certificate of Real Estate Ownership — obtained
(Xi’an Shi Fang Quan Zheng Wei Yang Qu Zi Di
No. 014801)
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30.

Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

No. 7
Road,

Kehuan The property comprises a two- As at the date of RMB35,500,000
Hunnan storey building occupying a valuation, the

New District, parcel of land and has a frontage  property is owner-
Shenyang, to Kehuan Road in the city of occupied.
Liaoning Province,  Shenyang, the capital of Liaoning

People’s Republic Province and the ninth largest

of China. city in terms of population in

Notes:

China. The property is located
near the southern fringe of the
city and about 20 minutes’
driving distance from Taoxian
International Airport. The
building is believed to have been
built in 2006 or thereabouts.

The aforementioned building of
the property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices as
well as storage and workshops
for car repairs, etc.

The area of the land is 10,450.40
sq.m. whilst the gross floor area
of the building is 5,802.10 sq.m.

The property has been granted a
State-owned land use term
expiring on 17 August 2044 for
commercial purposes.

According to the State-owned Land Use Certificate — Shen Nan Guo Yong (2005) Di No. 018
(B A + b 3% — vhrE B (2005)55018%¢ ) dated 29 March 2005, issued by the People’s Government
of Shenyang Municipality, the land (Dong Qu No. 04-1) has an area of 10,450.40 sq.m. with a land use
term of 40 years expiring on 17 August 2044 for commercial purposes. The title in respect of the
property is vested in Liaoning Star Automobile Repair and Service Co. Ltd.
(8 2 RRHEMEE IR 45 A BR A ), a 55% owned subsidiary of the Company.

According to the Certificate of Housing Ownership — Shen Fang Quan Zheng Hun Nan Xin Qu Zi Di
No. 013366 (5 = Jir A i i — i 55 i 3% 1 /37 W 5501336695 ) dated 12 January 2007, issued by the
Real Estate Bureau of Shenyang Municipality, the building has a gross floor area of 5,802.10 sq.m. for
multi-use purposes. The title in respect of the property is vested in Liaoning Star Automobile Repair and
Service Co. Ltd. (3% % 2 B 5 5415 M5 A IR 2 A)).

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.
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(iii)  The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor
area.

(v)  We are advised by the Group that the consideration of the land is RMB12,487,512 whilst the total
construction and related costs, as at the date of completion of the building are RMB23,589,831.

(vi)  Our valuation of the property is based on a 100 per cent attributable interest.
(vii) The property may be disposed of freely to purchasers within and outside the PRC.

4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

State-owned Land Use Certificate — obtained
(Shen Nan Guo Yong (2005) Di No. 018)

Certificate of Housing Ownership — obtained
(Shen Fang Quan Zheng Hun Nan Xin Qu Zi Di
No. 013366)
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31.

Market value in

Particulars of existing state as at
Property Description and tenure occupancy 31 October 2007
Shop 6A, Ist and The property comprises a ground  As at the date of RMB9,950,000
Mezzanine Levels, floor unit with a mezzanine floor  valuation, the
Block 10, in a 12-storey property is owner-
Bei Shi Jia Yuan, commercial/residential occupied.

No. 10 Beisanjing development which has a

Street,

frontage to Shifu Avenue, a dual

Heping District, carriageway which is one of the
Shenyang, main roads in Heping District in
Liaoning Province,  the city of Shenyang. The
People’ Republic building is believed to have been
of China. built in 2003.

Notes:

The property is located in the
commercial hub of Shenyang
where a number of banks, a
variety of commercial users and
retailers can be found. The area
is about 30 minutes’ drive from
the airport.

The ground and mezzanine floors
are occupied for the display of
Mercedes Benz cars with a sales
reception on the ground floor and
accounts and administration
offices on the mezzanine floor.

According to a copy of the
Commodity House Sale and
Purchase Contract, which was
provided to us, the gross floor
area of the property is 739.80
sq.m. for commercial use.

According to the Commodity
House Sale and Purchase
Contract, the land has been
granted a land use term of 50
years from 4 April 2003 to 15
January 2053 for multi-purpose
uses.

According to the Commodity House Sale and Purchase Contract (No. 0378-02035-106) dated 27 June
2005 entered into between Liaoning Li Shi Real Estate Development Company Limited
(= 2= i 5 i B 8% 47 FR 28 /) and Liaoning Star Automobile Repair and Service Company Limited
(B d 2 BR A IR P A IR ), a 55% owned subsidiary of the Company, the property has an area
of 739.80 sq.m. with a land use term of 50 years from 4 April 2003 to 15 January 2053, for
multi-purpose uses. The consideration in respect of the property is RMB7,900,000.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in the course of applying for the Real Estate Ownership Right in respect of the
property and there is no legal obstacle in obtaining it.
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(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the aforementioned gross floor area.
(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to purchasers within and outside the PRC.
3. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with

information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

Commodity House Sale and Purchase Contract — signed
(dated 27 June 2005)
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32.

Property

No. 28 Huanhe
North Road,
Tianjin Airport
Logistics Process
Area,

Dongli District,
Tianjin,

People’s Republic
of China.

Description and tenure

The property comprises industrial
buildings occupying a parcel of
land situated within Tianjin
Airport Logistics Process Area in
Dongli District in the city of
Tianjin. This area of the city is
located to the east of the
commercial centre within Heping
District. The Group advised that

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMB17,750,000

Notes:

the buildings were completed in
January, 2006.

The property is currently used as
a showroom and warehouse for
Mercedes Benz cars, with
ancillary offices as well as
workshops for car repairs,
maintenance, etc.

The area of the land is 14,860.20
sq.m. whilst the total gross floor
area of the buildings is 3,319.94
sq.m.

The property has been granted a
State-owned land use term for 40
years commencing on 9
November 2004 and expiring on
8 November 2044, for
commercial purposes.

The salient conditions of the Tianjin Municipal State-owned Land Use Right Sales Contract entered into
between Tianjin Municipality Planning State-owned Land Resources Bureau
R B & ME - & ER) (“Party A”) and Tianjin Star Automobile Repair and Service Co. Ltd.
(Rt BR MBI A R A ) (“Party B”), a 60% owned subsidiary of the Company, dated 9
November 2004 are as follows:

(1) The property (under Land No. Jinbao (Gua) 2004-126) has a land area of 14,860.20 sq.m. with
a land use term of 40 years commencing on 9 November 2004 and expiring on 8§ November 2044,
for commercial purposes.

(i)  The total selling price of the land is RMB2,972,040.
(iii) The subject property has a total gross floor area of 3,319.94 sq.m.

(iv) The property can be transferred, leased or mortgaged according to the terms and conditions as
stated in the above-mentioned Contract.

According to the State-owned Land Use Certificate — Bao Dan Guo Yong (2005) Di No. 091
(B A b i wE — A% B A(2005)%5091%8) dated 30 December 2005, issued by the People’s
Government of Tianjin Municipality, the land has an area of 14,860.20 sq.m. with a land use term of 40
years expiring on 8 November 2044, for commercial purposes. The title in respect of the property is
vested in Tianjin Star Automobile Repair and Service Co. Ltd. (K ¥ 2 AL ¥ 855 45 16 IR %5 A FR 2 7).

According  to  the Construction ~ Project ~ Works ~ Permit  No. 121202120051041
(R 48 TR i L& n] 3% 47 5% 121202120051041) dated 29 July 2005, issued by Tianjin Airport Logistics
Process Area Planning and Construction Administration Bureau, the total gross floor area of the property
is 3,320 sq.m.
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4. According to the Construction Project Completion Inspection Record List dated January 2006, the
property has a gross floor area of 3,319.94 sq.m. The completion date of the project is in January 2006.
The project construction cost in respect of the property is RMB10,800,000.

5. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the buildings are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor area
of the buildings.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

6. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as
follows:

Tianjin Municipal State-owned Land Use Right — signed
Sales Contract
(dated 9 November 2004)

State-owned Land Use Certificate — obtained
(Bao Dan Guo Yong (2005) Di No. 091)

Construction Project Works Permit — obtained
(No. 121202120051041)

Construction Project Completion Inspection Record List — obtained

(dated January 2006)
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33.

Property

No. 2828
Dongnanhu Main
Road,
Changchun
Economic and
Technological
Development
Zone,
Changchun,

Jilin Province,
People’s Republic
of China.

Description and tenure

The property comprises an
industrial building occupying a
parcel of land situated in
Changchun Economic and
Technological Development Zone
(CETDZ) in the city of
Changchun, the capital of Jilin
Province. The CETDZ is located
to the east of the city centre
while the airport is within about
30 minutes’ driving distance
from the west of the City. The

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMB17,550,000

Notes:

Group advised that the building
was built in 2006.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices as
well as storage and workshops
for car service and repairs, etc.

The area of the land is 12,545
sq.m. whilst the gross floor area
of the building is 3,831.71 sq.m.

The property has been granted a
State-owned Land Use term

expiring on 27 November 2043,
for commercial service purposes.

The salient conditions of the State-owned Land Use Right Sales Contract (2 45 - Hb {3 i #E i 3 & W)
entered into between People’s Republic of China Changchun Province Jilin Municipality State-owned
Land Resources Bureau (' # AR ILFE FHMHE REHTH - &R ) (“Party A”) and Changchun Star
Automobile Repair and Service Co. Ltd., (& & 2 2R BH4E1E R % A R 7)) (“Party B”), a 60% owned
subsidiary of the Company, dated 28 November 2003 are as follows:

(1) The property has a land area of 12,544.60 sq.m. with a land use term of 40 years expiring on 27
November 2043, for commercial service purposes.

(ii)  The consideration in respect of the land is RMB280.00 per sq.m. which amounts to a sum of
RMB3,520,000.

(iii) The property can be transferred, leased or mortgaged according to the terms and conditions as
stated in the Contract.

According to the State-owned Land Use Certificate — Chang Jing Kai Guo Yong (2005) Di No. 000035
AL E — &5 B H(2005)50000355%) dated 15 March 2005, issued by the People’s
Government of Changchun Municipality, the land (No.53-71-25) has an area of 12,545 sq.m. with a land
use term of 40 years expiring on 27 November 2043, for commercial service purposes. The title in
respect of the property is vested in Changchun Star Automobile Repair and Service Co. Ltd.
(REZEREMEEIRE AR A A).

According to the Construction Project Planning Permit — Chang Gui Gong Cheng (2005) No. 0005
(R LREMBFTHE — R 200500055 ) dated 3 February 2005, issued by Changchun
Municipal Planning Bureau, the total gross floor area of the building is 3,726 sq.m. together with 40 car
parking spaces on the ground floor outside the building.
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4. According to the Construction Project Completion Inspection Record Certificate No. 200607080
(s TR T B I ff £ 75 ) dated 30 December 2006, the property has a gross floor area of 3,831.71
sq.m. The completion date of the project is on 30 December 2006.

5. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii) The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area as stated in the
aforementioned State-owned Land Use Certificate and total gross floor area of the building.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi) The property may be disposed of freely to purchasers within and outside the PRC.

6. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(dated 28 November 2003)

State-owned Land Use Certificate — obtained
(Chang Jing Kai Guo Yong (2005) Di No. 000035)

Construction Project Planning Permit — obtained
(Chang Gui Gong Cheng (2005) No. 0005)

Construction Project Completion Inspection Record Permit  — obtained

(No. 200607080)
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34.

Property

Property situated
on the west side of
Airport Road,
Dong Mo Tang
Village,

Laishan District,
Yantai,

Shandong
Province,
People’s Republic
of China.

Description and tenure

The property comprises a parcel
of land under construction. The
property is situated at the west
side of Airport Road in Laishan
District in the city of Yantai
which is located on the
northeastern fringe of Shandong
Province. The land is located in
that part of the city which is
about 25 minutes’ driving
distance to Laishan Airport.

Particulars of
occupancy

As at the date of
valuation, the
property is in the
process of being
developed.

Market value in
existing state as at
31 October 2007

RMB9,100,000

Notes:

The land which is relatively level
and being improved has easy
access from Airport Road, one of
the main roads in the city.

The land has an area of 11,524
sq.m. while the construction
project has a gross floor area of
3,429 sq.m. and is subject to a
land use term of 40 years
expiring on 20 March 2047, for
commercial purposes.

The salient conditions of the State-owned Land Use Right Sales Contract — Yan Guo Tu Zi He Zi (2007)
No. 3004 (B A - #bffi i #E HEA R — R L&A F7(2007)30045%) entered into between the State-
owned Land Resources Bureau of Yantai Municipality, Shandong Province, People’s Republic of China,
(b AR LA ) 5 48 & B - & U5 5 )(the “Seller”) and Yantai Star Automobile Service Co. Ltd.
(e BIRHE R A R A) (the “Purchaser”), a 60% owned subsidiary of the Company, dated 26
March 2007 are as follows:

(1) The property has a land area of 11,524 sq.m. (Land (2007) No. 16) with a land use term of 40
years commencing on the actual date of handover of the property or the date of signing of the
aforesaid Contract, whichever is appropriate. Use of the property is for commercial purposes.

(ii)  The consideration in respect of the land is RMB 468.59 per sq.m. which amounts to a total sum
of RMB5,400,000.

(iii) The land has a plot ratio of less than or equal to 0.31.
(iv)  Construction density shall not exceed 20% of the land area.
(v)  The Purchaser has agreed to commence construction works before 26 October 2007.

(vi) The property can be transferred, leased or mortgaged according to the terms and conditions as
stated in the Contract.

The salient condition of the Supplementary Agreement to the State-owned Land Use Right Sales
Contract entered into between PRC State-owned Land Resources Bureau of Yantai Municipality,
Shandong Province (h#E AR LB &% & 07 - & H =) (the “Seller”) and Yantai Star
Automobile Service Co. Ltd. (fE & 2 B IXH R % A R 2 @) (the “Purchaser”) dated 26 March 2007,
states that the Purchaser has agreed to complete the construction project works within 18 months after
obtaining the State-owned Land Use Certificate.
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2. According to the State-owned Land Use Certificate — Yan Guo Yong (2007) Di No. 32035
(B9 A+ #b f A 3% — % B FH(2007)553203549¢ ) dated 10 July 2007, issued by the People’s Government of
Yantai Municipality, the land has an area of 11,524 sq.m. with a land use term of 40 years which will
expire on 20 March 2047, for commercial use. The title in respect of the property is vested in Yantai
Star Automobile Service Co. Ltd. (i & =z B R H 4B R A R A 7).

3. According to the Construction Project Planning Permit — (2007) Yan Gui Jian Zi Di No. 0408
(7w TR A & #F nl 7 — R 7 45040849%) dated 23 August 2007, issued by the Yantai Municipal
Planning Bureau, the property has a gross floor area of 3,429 sq.m.

4. According to the Construction Project Works Permit — Yan Fu Jian Shi Zi 2007 Di No. 063
(58 TREE T3 ol 75 — 845 2 i #2007%5063%%) dated 17 September 2007, issued by the Yantai
Municipal Laishan District Construction Administration Bureau, the contract price for the construction
project is RMB2,740,000.

S. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(i)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation is based on the aforementioned land area and the gross floor area of the building.

(iv) No account is taken in our valuation of any land premium or other premium which might be
payable upon development of the property in due course.

(v)  No account is taken in our valuation of any penalty which may be imposed for the delay in the
development of the land.

(vi) We are advised by the Group that the estimated total cost of completing the development is
RMB14,000,000 and the anticipated completion date is in the third quarter of 2008.

(vii) The estimated value after the development has been completed is RMB19,300,000.

(viii) The design of any proposed building to be erected on the land shall be in compliance with local
planning regulations and the construction and eventual completion of the building shall be
approved by the relevant government authorities in due course.

(ix)  Our valuation of the property is based on a 100 per cent attributable interest.
(x)  The property may be disposed of freely to purchasers within and outside the PRC.
6. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — signed
(Yan Guo Tu Zi He Zi (2007) No. 3004)

Supplementary Agreement to the State-owned — signed
Land Use Right Sales Contract

State-owned Land Use Certificate — obtained
(Yan Guo Yong (2007) Di No. 32035)

Construction Project Planning Permit — obtained
((2007) Yan Gui Jian Zi Di No. 0408)

Construction Project Works Permit — obtained

(Yan Fu Jian Shi Zi 2007 Di No. 063)
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35.

Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

No. 3 Fuyou The property comprises an As at the date of RMB46,600,000

Street,

industrial building which is being  valuation, the

Tianzhu Zhen, constructed on a parcel of land property is under
Shunyi District, and having a frontage to Fuyou construction and the
Beijing, Street in Tianzhu Zhen of Shunyi  superstructure of the
People’s Republic District in the city of Beijing. building is anticipated
of China. The property is located about 15 to be completed in the

Notes:

minutes’ driving distance from first quarter of 2008.
the Beijing International Airport.

Construction of the building is
up to super-structure level.
Internal finishes and decorations
are being undertaken whilst
external site works and related
works are in progress.

The land is relatively level and
has a total land use area of
16,593.30 sq.m. out of which the
construction land use area is
11,442 sq.m. while the area for
road requisition is 5,151.30 sq.m.

The gross floor area of the
building is 9,153.60 sq.m. (This
area will be confirmed by the
State-owned Land Resources and
Housing Administration
Department after the completion
of construction of the building).

The property has been granted a
land use right for a term of 50
years commencing on 6 June
2006, for industrial purposes.

The salient conditions of the State-owned Land Use Right Sales Compensation Contract dated 28 March
2006 entered into between the People’s Government of Tianzhu Zhen Shunyi District Beijing City
(b 5T 7 e 78 [ K 2% g1 N RBURF) (“Party A”) and Beijing Tianzhu Star Automobile Service Co. Ltd.
(bt K% 2 BR 456 ¥ A RA 7)) (“Party B”), a 100% owned subsidiary of the Company, are as
follows:

(1) The land has a total area of 16,593.30 sq.m. (24.90 mu approximately) out of which 11,442 sq.m.
is construction land use area and 5,151.30 sq.m. is road requisition area.

(i)  Party B has paid to Party A the land compensation fee for construction land of RMB1,600,000 per
mu for 11,442 sq.m. which amounts to a total sum of RMB27,460,800 and for the road requisition
fee of RBM500,000 per mu for 5,151.30 sq.m. which amounts to a total sum of RMB3,863,475.
The total sum of the land compensation fee for the construction land and road requisition land is
therefore RMB31,324,275.
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2. The salient conditions of the Beijing Municipal State-owned Land Use Right Sales Contract — No. Jing
Shun Di Chu (He) Zi (2006) Di No. 15 (dbxiwi B4 bt (F A REHE SR — sl b (F) F
(2006)%5 15%¢ ) entered into between Beijing Municipal State-owned Land Resources Bureau — Shunyi
Branch Bureau (Jt 5zt + & I 5 IE 3% 4> /&) (the “Seller”) and Beijing Tianzhu Star Automobile
Service Co. Ltd. (db 3t K% 2 BRH 4 4 IR A R ) (the “Purchaser”) dated 6 June 2006 are as
follows:

(1) The property has a land area of 11,442 sq.m. with a land use term of 50 years from the date of
signing of this Contract, for industrial purposes.

(i1)  The consideration in respect of the land use right is RMB73 per sq.m. which amounts to a total
sum of RMB835,266.

(iii) The subject land has a total planning gross floor area of 9,153.60 sq.m.
(iv)  The Purchaser shall complete the project before 15 June 2008.

(v)  When the lease term, as stated in the aforesaid Contract expires, the Purchaser has to give one
year’s notice prior to the expiry date if it wishes to renew the lease.

3. According to the State-owned Land Use Certificate — Jing Shun Guo Yong (2006) Chu Zi Di No. 0085
2006 (B4 + Ml #% — 50 EH(2006)H 7 45008545 ) dated 3 July 2006, issued by the People’s
Government of Shunyi District Beijing Municipality, the land has an area of 11,442 sq.m. with a land
use term of 50 years expiring on 6 June 2056, for industrial purposes. The title in respect of the property
is vested in Beijing Tianzhu Star Automobile Service Co. Ltd. (db 50 K & 2 B & 8 45 4 R A R 2 7).

4. According to the Construction Project Planning Permit — 2006 Gui (Shun) Jian Zi No. 0052
(5% TR A6 #1037 T 75 — 20064 (JIF) 2 5+ 0052%¢) dated 27 April 2006, issued by the Beijing Municipal
Planning Committee, the property has a gross floor area of 13,961.26 sq.m.

5. According to the Construction Project Works Permit — 2006 Shi Jian Zi No. 1935 (% %€ T2 5 T 7 n] 3%
—2006jii 7 =* 1935%¢ ) dated 10 October 2006, issued by the Beijing Municipal Construction Committee,
the commencement date of the construction project is on 1 July 2006 whilst the completion date is on

25 February 2007. The contract price for the construction project is RMB34,000,250.

6. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the above-mentioned land area and the total gross floor
area of the proposed development being built on the land.

(iv)  No account is taken in our valuation of any land premium or other premium which might be
payable upon development of the property.

(v)  We are advised by the Group that the estimated total cost of completing the development is
RMB68,500,000 and the anticipated completion date is in the first quarter of 2008.

(vi) The estimated value after the development has been completed is RMB60,750,000.

(vii) The design of the proposed building being erected on the land shall be in compliance with local
planning regulations and the construction and eventual completion of the building shall be
approved by the relevant government authorities in due course.

(viii) Our valuation of the property is based on a 100 per cent attributable interest.

(ix) The property may be disposed of freely to purchasers within and outside the PRC.
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7. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Compensation Contract  — signed
(dated 28 March 2006)

Beijing Municipal State-owned Land Use Right Sales — signed
Contract
(No. Jing Shun Di Chu (He) Zi (2006) Di No. 15)

State-owned Land Use Certificate — obtained
(Jing Shun Guo Yong (2006) Chu Zi Di No. 0085)

Construction Project Planning Permit — obtained
(2006 Gui (Shun) Jian Zi No. 0052)

Construction Project Works Permit — obtained

(2006 Shi Jian Zi No. 1935)
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36.

Property

No. 105 Zhongya
Main Road,
Urumqi Economic
and Technological
Development
Zone,

Urumqi,

Xinjiang Uygur
Autonomous
Region,

People’s Republic
of China.

Notes:

Description and tenure

The property comprises a single-
storey building occupying a
parcel of land and has a frontage
to Zhongya Main Road in
Urumgqi Economic and
Technological Development Zone
in the city of Urumgqi, the capital
of Xinjiang Uygur Autonomous
Region. This region of China is
rich in cultural and ethnic
diversity. The aforementioned
building is believed to have been
built in 2004 or thereabouts.

The property is currently used as
a showroom for Mercedes Benz
cars, with ancillary offices as
well as storage and workshops
for car service and repairs, etc.

The area of the land is 7,255.46
sq.m. whilst the gross floor area
of the building is 2,722.88 sq.m.

The property has been granted a
State-owned Land Use for a term
expiring on 25 August 2042, for
commercial purposes.

Particulars of
occupancy

As at the date of
valuation, the
property is owner-
occupied.

Market value in

existing state as at

31 October 2007

RMB15,300,000

1. The salient conditions of the State-owned Land Use Right Sales Contract (the “Contract”) dated 15

October 2003, entered into between the Economic and Technological Development Zone Land Planning
Administration  Bureau of Urumqi Municipality G 38 A 16 8 5 & A 75 17 48 375 3% 17 Be 48 [
T b E IR R)  (the “Seller”) and Xinjiang Star Automobile Repair and Service Ltd.
Gor i 2 BIRHHEE IR 15 A R 28 /) (the “Purchaser”), a 60% owned subsidiary of the Company, are as
follows:

(1) The property (Land No. 2# — 10) has a land area of 7,470.92 sq.m. with a land use term of 40 years
commencing on the actual date of handover of the property or the date of signing of the aforesaid
Contract, whichever is appropriate. Use of the property is for commercial purposes.

(i1)  The Seller agrees to handover the land to the Purchaser on 25 August 2002.

(iii) The consideration in respect of the land is RMB300 per sq.m. which amounts to a sum of
RMB2,241,276.

(iv) The property can be transferred, leased or mortgaged according to the terms and conditions as
stated in the Contract.

According to the State-owned Land Use Certificate — Wu Guo Yong (2006) Di No. 0019344
(B4 Ll 2 — 5B A(2006)550019344455) dated 9 February 2006, issued by the People’s
Government of Urumqi Municipality, the land has an area of 7,255.46 sq.m. with a land use term of 40
years which will expire on 25 August 2042, for commercial use. The title in respect of the property is
vested in Xinjiang Star Automobile Repair and Service Ltd. (i 88 2 & 3% 5 4 & IR %5 A KR 2 7).
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3. According to the Certificate of Housing Ownership — Wu Fang Quan Zheng Wu Shi Jing Ji Kai Fa Qu
Zi Di No.2006013304 (J5 =i AR — 555 fE w5 1l 48 975 B %8 [ £ 552006013304 5% ) dated 24
February 2006, issued by the Real Estate Administration Bureau of Urumqi Municipality, the building
has a gross floor area of 2,722.88 sq.m., for car showroom and maintenance services. The title in respect
in the property is vested in Xinjiang Star Automobile Repair and Service Ltd.
(B 2 BIRE A IRE A R ).

4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  The design, construction and completion of the building are in compliance with local planning
regulations and have been approved by the relevant government authorities.

(iv)  Our valuation of the property is based on the above-mentioned land area and total gross floor area
of the building.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi)  The property may be disposed of freely to purchasers within and outside the PRC.
5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Right Sales Contract — obtained
(dated 15 October 2003)

State-owned Land Use Certificate — obtained
(Wu Guo Yong (2006) Di No. 0019344)

Certificate of Housing Ownership — obtained

(Wu Fang Quan Zheng Wu Shi Jing Ji Kai Fa Qu Zi Di
No0.2006013304)
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37.

Property

Jiangyang
Industrial Park,
No. 2 Shugang
West Road,
Weiyang District,
Yangzhou,
Jiangsu Province,
People’s Republic
of China.

Notes:

Description and tenure

The property comprises four
industrial buildings occupying a
parcel of land and having a
frontage to Shugang West Road
in Weiyang District in the city of
Yangzhou. Yangzhou is the
gateway between the northern
and southern parts of Jiangsu
Province and is located to the
north-east of the capital, Nanjing.
The buildings are believed to
have been built in 2007 or
thereabouts.

The main building of the
industrial premises located at the
front of the land is 3-storey in
height and is used mainly for
administrative purposes. Two of
the buildings located at the rear
of the site are factory premises
whilst the fourth building, also at
the rear of the land, is used for
ancillary purposes.

The industrial premises are
occupied by the machinery
division of the Group as offices
with workshops for the repair
and maintenance of construction
machines, storage of parts, etc.
The total gross floor area of the
four buildings is 8,995.14 sq.m.

The land is paved, landscaped
and fenced and ample car
parking is available within the
curtilage of the property. The
area of the land is 54,926.30
sq.m.

The property has been granted a
land use right for a term of 50
years expiring on 4 November
2054, for industrial purposes.

Particulars of
occupancy

As at the date of
valuation, the building
is newly completed
and is occupied by
the Group’s
machinery division.

Market value in
existing state as at
31 October 2007

RMB32,490,000

1. According to the State-owned Land Use Certificate — Yang Guo Yong (2004) Di No. 0645
(B A L% — A5 H(2004)506459E) dated 11 November 2004, issued by the People’s
Government of Yangzhou Municipality, the land has an area of 54,926.30 sq.m. with a land use term of
50 years expiring on 4 November 2054, for industrial purposes. The title in respect of the property is
vested in Lei Shing Hong Machinery (Yangzhou) Co. Ltd. (F] £ 17 # # (35 M) 4 B 2 7]), a 100% owned
subsidiary of the Company.
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2. According to the Certificate of Real Estate Ownership — Yang Fang Quan Zheng Guang Zi Di No.
298488 (5 )&= I A HE#E — 45 J0 ME 35 ¥ 77 452984884% ) dated 24 April 2007, issued by the Real Estate
Administration Bureau of Yangzhou Municipality, the property comprises one three-storey building and
three single storey buildings which have a total gross floor area of 8,995.14 sq.m., for non-residential
purposes. The title in respect of the property is vested in Lei Shing Hong Machinery (Yangzhou) Co Ltd.
(P2 47 AR (45 N A B2 7).

3. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the

government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the aforementioned land area and the total gross floor
area of the development which is erected on the land.

(iv)  The design, construction and completion of the aforementioned buildings are in compliance with
local planning regulations and have been approved by the relevant government authorities.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.
(vi)  The property may be disposed of freely to purchasers within and outside the PRC.
4. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits

and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificate — obtained
(Yang Guo Yong (2004) Di No. 0645)

Certificate of Real Estate Ownership — obtained

(Yang Fang Quan Zheng Guang Zi Di No. 298488)
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38.

Market value in
Particulars of existing state as at

Property Description and tenure occupancy 31 October 2007

No. 2299 Tian The property comprises a newly As at the date of RMB30,900,000
Yuan Dong Road, completed industrial building valuation, the building

Jiangn
Park,
Jiangn

ing Science occupying a parcel of land which  is newly completed
has been improved, landscaped and is occupied by
ing District, and fenced. The property has a the Group’s

Nanjing, frontage to Tian Yuan Dong Road machinery division.
Jiangsu Province, within the Jiangning Science

People’s Republic Park in Jiangning District in the

of China. city of Nanjing, the capital and

Notes:

largest river port in Jiangsu
Province. Jiangning Science Park
is located about 35 minutes’
driving distance to the Lu Kou
International Airport.

The land in respect of the
property has an area of 26,380.30
sq.m.

The building occupying the land
is 3-storey in height. The 1st
Level accommodates the
reception and offices while at the
rear of the Ist Level are
workshops. The 2nd Level is
where administrative and sales
offices are located while the 3rd
Level is a canteen. The total
gross floor area of the building is
8,412 sq.m. The building was
completed in mid-2007.

The property has been granted a
land use right for a term of 50
years expiring 30 December
2056, for industrial purposes.

According to the Construction Project Planning Permit — Jiang Ning Jian Zi (2007) Di No. 107
(5% AR AR 80 5F AT 75 — Y0 % 8 (2007) 55 107 %% ) dated 9 March 2007, issued by the Jiangning District
Planning Bureau of Nanjing Municipality, the property comprises a 3-storey building which has a gross
floor area of 8,412 sq.m.

According to the State-owned Land Use Certificate — Ning Jiang Guo Yong (2007) Di No.10573
(B A & Hb i ) 75 — 2 70 B JH(2007)%5 10573 %% ) dated 22 May 2007, issued by the People’s Government
of Nanjing Municipality, the land has an area of 26,380.30 sq.m. with a land use term of 50 years
expiring on 30 December 2056, for industrial purposes. The title in respect of the property is vested in
Lei Shing Hong Machinery (Nanjing) Co. Ltd. (| 2 47 # ik (75 52 ) A BR 2 7), a 100% owned subsidiary
of the Company.

According to the Construction Project Works Permit No. 3201152007062500002A
(B TR TR — #R9$53201152007062500002A) dated 27 June 2007, the commencement of
works of the project is on 28 October 2006 and the completion of the project is on 8 May 2007. The
contract price of the project is in the sum of RMB12,364,000.
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4. We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

()

(i)

(iii)

(iv)

(v)

(vi)

The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

Our valuation of the property is based on the aforementioned land area and the total gross floor
area of the development which is erected on the land.

The design and construction of the development are in compliance with local planning regulations
and the completion of the development will be approved by the relevant government authorities.

We are advised by the Group that the consideration in respect of the land is RMB5,539,863 while
the total construction and related costs in respect of the building, as at the valuation date are

RMB15,965,302 (excluding land costs, furniture and movable assets).

Our valuation of the property is based on a 100 per cent attributable interest.

(vii) The property may be disposed of freely to purchasers within and outside the PRC.

5. The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

Construction Project Planning Permit — obtained
(Jiang Ning Jian Zi (2007) Di No. 107)

State-owned Land Use Certificate — obtained
(Ning Jiang Guo Yong (2007) Di No.10573)

Construction Project Works Permit — obtained

(No. 3201152007062500002A)
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39.

Property

No. 432 Kuntai
Road,

Zhoushi Zhen,
Kunshan,

Jiangsu Province,
People’s Republic
of China.

Description and tenure

The property comprises industrial
buildings occupying a parcel of
land having a frontage to Kuntai
Road in Zhoushi Zhen in the city
of Kunshan, a secondary city
located to the north-west of
Shanghai and east of Suzhou on
the south-eastern fringe of
Jiangsu Province. The
aforementioned buildings are
believed to have been built in
1998 or thereabouts.

The main building of the
industrial premises comprises
two portions with the front
portion being 2-storey high
whilst the secondary portion is
single storey in height, both
portions being connected. Within
the site there is also a 3-storey
building which is used as a
training centre. In addition, there
are two single storey secondary
buildings one of which is for
ancillary purposes whilst the
other is a guardhouse, the latter
located at the entrance of the
enclosed property.

The industrial premises are
occupied by the machinery
division of the Group as offices
with workshops for the repair
and maintenance of construction
machines and engines, storage of
parts, etc. as well as staff
training. According to the
Certificate of Housing Ownership
and the Construction Project
Planning Compliance of
Inspection Permit, the gross floor
area of the main building is
8,493 sq.m. whilst the gross floor
area of the workshop extension is
1,875.40 sq.m., both areas
making up a total gross floor
area of 10,368.40 sq.m.

With regard to the 3-storey
training centre, we have not
taken into account the value of
this building as no Certificate of
Real Estate Ownership was
issued.

The land is paved, landscaped
and fenced and ample car
parking is available within the
curtilage of the property. The
land has an area of 55,005 sq.m.

The property has been granted a
land use right for a term of 50
years commencing on 9 January
1995 and expiring 8 January
2045, for industrial purposes.
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Group’s machinery
division.
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Notes:

According to the State-owned Land Use Certificate — Kun Guo Yong (95) Zi Di No. C-032
(A Ll s — BEJHO5)F#C-032498) dated 20 April 1995 and issued by the Land
Administration Bureau of Kunshan Municipality, the land has an area of 55,005 sq.m. with a land use
term of 50 years commencing on 9 January 1995 and expiring on 8 January 2045, for industrial
purposes. The title in respect of the property is vested in Lei Shing Hong Machinery (Kunshan) Co.Ltd.
(B AT # (R 1) A BR A7), a 100% owned subsidiary of the Company.

According to the Certificate of Housing Ownership — Kun Fang Zi Di No. 0057607 (J5 J& it A # & —
B 75005760745 ) dated 4 March 1998 and issued by the Construction Committee of Kunshan
Municipality, the property comprises a 2-storey main building which has a gross floor area of 8,493
sq.m. The title in respect of the property is vested in Lei Shing Hong Machinery (Kunshan) Co. Ltd
(F AT # (R 1) A5 R A7), a 100% owned subsidiary of the Company.

According to the Construction Project Planning Compliance of Inspection Permit No. 2007-0518
(7 5% TR A 1 B3 i & 4% 75 4R 922007-05184%) dated 17 September 2007 issued by the Kunshan
Municipal Planning Bureau, the workshop extension of the main building has a gross floor area of
1,875.40 sq.m.. Use of the building is for industrial purposes.

We have relied on all the information as provided to us by the Group and the legal opinion of the
Group’s PRC lawyers and we have prepared our valuation on the following bases:

(1) The Group is in possession of a legal title to the property and is entitled to transfer the property
with the residual term of the land use right at no additional premium or other costs payable to the
government.

(ii)  All land and other premium as well as other costs relating to the provision of utilities and
ancillary services have been or will be completely settled.

(iii)  Our valuation of the property is based on the aforementioned land area and the total gross floor
area of the main building and the workshop extension.

(iv)  The design, construction and completion of the aforementioned buildings, with the exception of
the 3-storey training centre, are in compliance with local planning regulations and have been
approved by the relevant government authorities.

(v)  Our valuation of the property is based on a 100 per cent attributable interest.

(vi) The property may be disposed of freely to purchasers within and outside the PRC.

The status of title of the property interest, as well as requisite approvals, consents, certificates, permits
and licences relating to the development, use and sale of the property interest in accordance with
information provided to us by the Group and the legal opinion of the Group’s PRC lawyers are as

follows:

State-owned Land Use Certificate — obtained
(Kun Guo Yong (1995) Zi Di No. C-032)

Certificate of Housing Ownership — obtained
(Kun Fang Zi Di No. 0057607)

Construction Project Planning Permit — obtained
(No. 2005-1923)

Construction Project Works Permit — obtained
(No. 3205232005053011)

Construction Project Planning Compliance of — obtained

Inspection Permit No. 2007-0518
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40.

Property

Units 603, 605,
606, 802, 805, 905
and 906, Block A,
Units 404, 604,
801 and 901 and
806, Block B,
Units 405 and 802,
Block C, Unit 802,
Block D, Lijing
Garden
Apartments,

No. 48 Qianjin
Zhong Road,
Kunshan
Development Area,
Kunshan,

Jiangsu Province,
People’s Republic
of China.

Notes:

Description and tenure

The property comprises 13
residential units in Lijing Garden
Apartments, a residential
development consisting of
9-storey high and low-rise
apartment buildings situated in
Kunshan Development Area in
the city of Kunshan, a secondary
city located on the south-eastern
fringe of Jiangsu Province. The
estate was completed in 1997 or
thereabouts.

Access to the estate is from
Qianjin Zhong Road, one of the
main roads in the city.
Developments in the surrounding
areas comprise a mixture of
high-rise residential properties
and multi-storey
commercial/office premises as
well as a couple of hotels.

The property comprises a mixture

of apartments located within the
9-storey residential buildings and
has a total gross floor area of
1,595.12 sq.m.

The property has been granted a
State-owned land use term
expiring on 3 August 2063 for
residential purposes.

Particulars of
occupancy

As at the date of
valuation, the
property is used as
staff quarters.

Market value in

existing state as at

31 October 2007

RMBI11,100,000

1. According to the Certificates of Housing Ownership — Kun Fang Zi Nos. 0041863, 0041834, 0041862
and 0041719 (J5 R A HE#s — B 5 745 0041863, 0041834, 0041862 % 00417194%¢) with the first three
dated 24 September 1997 and the latter dated 29 September 1997, issued by the Construction Committee
of Kunshan Municipality, the 13 units have a total gross floor area of 1,595.12 sq.m. for commodity

house purposes.

The title in respect of the property is vested in Lei Shing Hong Machinery (Kunshan) Ltd.
(OF) B 7 BE B (B 1) A PR A #]), a 100% owned subsidiary of the Company. The breakdown in the floor
areas of the respective units is as follows:

Block No.

s goQmwWww®E > > > >
s
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Unit No.

603
605
606
802
805
905 & 906
404
604
806
801 & 901
405
802
802

Gross Floor
Area

(sq.m.)

111.89
98.52
115.43
96.80
98.38
209.67
115.91
115.91
115.43
225.06
96.80
98.52
96.80

1,595.12



APPENDIX II PROPERTY VALUATION - HONG KONG AND CHINA

2. According to the State-owned Land Use Certificates for Units 603, 802 and 805 in Block A, Kun Guo
Yong (2000) Zi Di Nos. K03960, K03961 and K03962 (0 # 1 Hh {# F & — B B f(2000)= £ K03960,
K03961 K K03962%¢) all dated 9 November 2000, issued by the State-owned Land Administration
Bureau of Kunshan Municipality, the site area of Block A is 814.50 sq.m. The units have shares of the
land of 14.10 sq.m., 12.20 sq.m. and 12.40 sq.m. respectively with all units subject to a land use term
expiring on 3 August 2063, for residential purposes. All the titles in respect of the units are vested in
Lei Shing Hong Machinery (Kunshan) Ltd. (F] /%47 # #if (B L) FR 2 7).

3. According to the State-owned Land Use Certificates for Units 605, 606 and 905 & 906 in Block A, Kun
Guo Yong (2007) Zi Di Nos. K05546, K05545 and K05544 (B4 + #ufii s — BB HQ2007)F 4
K05546, K05545 J: KO05544 %) all dated 15 August 2007, issued by the People’s Government of
Kunshan Municipality, the units have shares of the land of 12.40 sq.m., 14.10 sq.m. and 26.30 sq.m.
respectively with all units subject to a land use term expiring on 3 August 2063 for residential purposes.
All the titles in respect of the units are vested in Lei Shing Hong Machinery (Kunshan) Ltd.
(FI 2 AT 8 (R ) R 2 R,

4. According to the State-owned Land Use Certificate for Unit 806 in Block B, Kun Guo Yong (2000) Zi
Di No. K03959 (B A + #b i il &% — B2 = A (2000) % K039594¢) dated 9 November 2000, issued by the
State-owned Land Administration Bureau of Kunshan Municipality, the site area of Block B is 793.70
sq.m. The unit has a share of the land of 14.10 sq.m. with the unit subject to a land use term expiring
on 3 August 2063, for residential purposes. The title in respect of this unit is vested in Lei Shing Hong
Machinery (Kunshan) Ltd. (F] 547 8 (& 1) A R 2 ).

5. According to the State-owned Land Use Certificates for Units 404, 604 and 801 & 901 in Block B, Kun
Guo Yong (2007) Zi Di Nos. KO05548, KO05549 and KO05547 (B4 -#fimsE -
. F(2000) 5 55 K05548, K05549 K& K05547 4¢) all dated 15 August 2007, issued by the People’s
Government of Kunshan Municipality, the site area of Block B is 793.70 sq.m. Each of the units has a
share of the land of 14.20 sq.m., 14.20 sq.m. and 27.50 sq.m. respectively while all the units are subject
to a land use term expiring on 3 August 2063, for residential purposes. The titles in respect of the units
are vested in Lei Shing Hong Machinery (Kunshan) Ltd. (F 5 47 ¥ i (& 1) A7 B2 7).

6. According to the State-owned Land Use Certificates for Units 405 and 802 in Block C, Kun Guo Yong
(2000) Zi Di Nos. K03957 and K03958 (1 47 £ 3 {fi Ji & — B B H1(2000)“ % K03957 J K039584%)
both dated 9 November 2000, issued by the State-owned Land Administration Bureau of Kunshan
Municipality, the site area of Block C is 791.20 sq.m. The units have shares of the land of 11.80 sq.m.
and 12 sq.m. respectively with the units subject to a land use term expiring on 3 August 2063, for
residential purposes. The titles in respect of the units are vested in Lei Shing Hong Machi