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FINANCIAL REVIEW OF HONG KONG AND
MAINLAND CHINA

Due to the issues impacting the Group's operations in Taiwan, no
comment is provided on the financial performance of the Group’s
Taiwanese operations. The comments below focus on the Group's
operations in Hong Kong, Macau and Mainland China only. For
ease of comparison, 2006 figures quoted in this section also refer
only to Hong Kong, Macau and Mainland China.

Results for the year

During the year under review, the Group recorded turnover of
HK$95.0 million, a decrease of approximately HK$43.0 million
(31.2%) from 2005. The decrease is attributed to the expected
introduction of new environmental regulations relating to the
industry which will result in the Euro 3 engine being phased out
and the introduction of the Euro 4 engine. Bus/chassis sales orders
were thus held back by customers in 2006, postponing delivery to
2007. Net loss from operations decreased 78.7% by approximately
HK$89.9 million mostly due to the 2005 impairment provision for
the Taiwan Subsidiaries and the non-recurring income from the
disposal of an interest in property and the disposal of a subsidiary
in year 2005. Excluding these factors, the net operating loss before
borrowing costs decreased by approximately HK$3.9 million from
2005. Despite the poor sales performance, lower operating
expenses resulted in a lower net operating loss. Finance costs
decreased substantially by approximately HK$3.8 million due to
the full settlement of the Convertible Bonds and bank loans in
February 2006 and the Group having zero borrowings from May
2006 onwards. The loss attributable to shareholders for the year
was HK$24.8 million, a decrease of 78.9% or approximately
HK$92.4 million from 2005.
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Material acquisitions and disposals
Share Subscription

On 7 December 2006, the Company and Wealth Style Limited
entered into a conditional Subscription Agreement (“Subscription
Agreement”) to subscribe for not less than 488,447,736 and not
more than 535,854,571 new shares, being not less than 51% and
not more than 53.22% of the enlarged issued share capital of the
Company at a total consideration of not less than HK$100 million
and not more than approximately HK$104 million (the
“Subscription”). It is a condition to the Subscription that a sales
and purchase agreement in respect of the disposal of its subsidiaries
in Taiwan, namely Forefront International Automotive Limited
("FIAL"), Sunshine Credit Limited ("SSC”) and U-Drive Smart Card
Company Limited (collectively referred to as “Taiwan
Subsidiaries”) be entered into prior to 31 December 2006. The
Subscription Agreement was approved by independent shareholders
at the Company’s extraordinary general meeting held on 30 March
2007 ("EGM").

Disposal of Taiwan Subsidiaries

On 30 December 2006, the Company, entered into a sales and
purchase agreement with an independent third party purchaser,
in respect of the disposal of the Taiwan Subsidiaries (“Disposal
Agreement”) at a disposal consideration of HK$54,979,000. The
consideration to be received will be the aggregation of the
estimated total cash proceeds of HK$2,440,000 and the novation
of debts due to Taiwan Subsidiaries of approximately
HK$52,539,000. The Disposal Agreement was approved by
independent shareholders on 30 March 2007 and completed on
the same day.

More details regarding the Subscription and the Disposal of Taiwan
Subsidiaries can be found in the Company’s announcement dated
16 February 2007 and circular dated 14 March 2007.
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Liquidity and financial resources

The Group financed its business operations largely through
internally generated cash flows. As at the balance sheet date, the
Group maintained cash and bank balances of approximately HK$6.3
million (2005: HK$62.8 million). The decrease in the cash balances
was mainly due to the redemption of approximately US$4.438
million convertible bonds with a face value of approximately US$4
million plus interest in February 2006 and approximately US$1.2
million of bank loans being repaid in 2006. The Group's gearing
ratio, calculated as total borrowings divided by total net assets,
decreased from 166.1% to 0% since the Group repaid all its bank
loans and redeemed and cancelled convertible bonds in 2006. The
Group had no outstanding borrowings as at 31 December 2006.

As at 31 December 2006, the Group’s net asset value amounted
to approximately HK$24.7 million (2005: HK$49.4 million) with
total assets approximately HK$107.3 million (2005: HK$213.1
million). Net current assets were approximately HK$21.1 million
(2005: HK$0.9 million) and the current ratio was 1.26 times (2005:
1.01 times). The existing available cash and bank balances are
considered adequate liquidity and capital resources for the Group’s
operating requirements.

Charge on group assets

As at 31 December 2006, the Group deposited approximately
HK$558,000 (2005: HK$1,474,000) as collateral to satisfy
contingent warranty and delivery obligations in relation to certain
sales contracts.
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Comments on segment information

Details of the segment information are set out in Note 31 to the
Financial Statements.

Employment, training and remuneration policy

As at 31 December 2006, the Group had 91 employees, 83 of
these employees were located in Hong Kong and 8 in Mainland
China.

The policy of employee remuneration, bonus, share option scheme
and training are commensurate with performance and comparable
to market rate. The Group is committed to staff training and has
provided regular management and technical courses to its
employees. External training may be provided to individual
employees as and when necessary according to their nature of
work.

Exposure to fluctuations in exchange rates

The Group is subject to foreign currency exposure since its
purchases are mainly denominated in US dollars, while the income
derived from the sale of vehicle and provision of after sale services
are mainly denominated in Hong Kong dollars. Exchange rates
between US dollars and Hong Kong dollars were relatively stable
during the year under review. The Group has not entered into any
foreign currency forward exchange contract for the purpose of
hedging against foreign exchange risks involved in the Group's
operations.
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